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Mr. Wuirren. Gentlemen, we have with us now Mr. Clarence L. 
Miller, Assistant Secretary of Agriculture, Mr. Wells, Mr. Lennart- 
son, and their associates. 

We are glad to have you gentlemen before us. 

T have been requested by my colleague from Kentucky to yield to 
him at. this point. 

Mr. Narcuer. Thank you, Mr. Chairman. 

Mr. Chairman, this is the first time that we have had the privilege 
of having our friend, Clarence L. Miller, before us in his present 
capacity as one of the Assistant Secretaries of Agriculture. 

Friend Clarence Miller is from the great State of Kentucky. 
He is from Shelby County, Ky., and although we are of different 
political parties, we agree on a great many things. We both believe 
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4 ; s . sith 
in American agriculture and that the American farmer’s’ Interest 
should be fully protected. Mr. Miller is a successful farmer, and | 
am delighted to have him before us today and I know that I speak 
for the other members of our committee. By the way, Mr. Chair. 
man, he hasa lovely wife. 

Since this is his first appearance as an Assistant Secretary of 
Ageomae, I just wanted to make this observation, Mr. Chairman. 

r. Wuitren. We all join, Mr. Miller, in the statement made by 

Mr. Natcher. 

We will be glad to have your general statement. 


JUSTIFICATION OF THE ESTIMATE 


First, I believe I will put pages 1 through 4 of the justification, 
volume IT, in the record. 
(The material follows :) 


PuRPOSE STATEMENT 


The Agricultural Marketing Service was established by the Secretary of 
Agriculture on November 2, 1953, under the authority of section 161, Revised 
Statutes (5 U.S.C. 22), Reorganization Plan No. 2 of 1953, and other authorities. 
The Service aids in advancing the orderly and efficient marketing and the 
effective distribution of products from the Nation’s farms. The domestic 
marketing and distribution functions of the Department are centered in this 
Service. The Administrator of the Service is also responsible for the coordina- 
tion of all statistical work of the Department. 

The Agricultural Marketing Service carries on the following principal 
programs: 

1. RESEARCH AND AGRICULTURAL ESTIMATES 


These functions include— ‘ 

(a) marketing research directed toward the development of practical 
answers to problems encountered in moving agricultural products from the 
farm to the consumer, including expanded outlets for new and established 
products, reduced costs, improved product quality, and improved market 
equipment and facilities ; 

(b) analyses of the economic situation and outlook for farm products, 
including factors affecting price, supply, and consumption; and statistical 
studies on farm population, costs, prices, and income in their relation to 
agriculture including causes for variations and trends; and 

(c) crop and livestock estimates including acreages, yields, production, 
stocks, values, and utilization of farm crops; numbers, production, value, and 
utilization of livestock and livestock products and such related data on prices 
received and paid by farmers. 


2. MARKETING SERVICES 


These activities contribute to the efficient and orderly marketing of agri 
cultural commodities through— 

(a) market news service which provides timely and reliable market 
reports on all major agricultural commodities to help farmers determine 
when, where, and at what price to sell their products ; 

(b) inspection, grading, classing, and standardization services to develop 
standards of quality and conditions for agricultural commodities and {0 
use them in providing an impartial inspection, classing, and grading service; 

(0) freight rate service to assist in obtaining and maintaining equitable 
transportation rates and services on farm supplies and products; and 
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(d) regulatory activities covering administration of laws aimed at pro- 
tecting farmers and others from financial loss resulting from deceptive, 
careless, and fraudulent marketing practices. 


3. PAYMENTS TO STATES 


The Service administers the matched fund program for marketing activities 
carried out through cooperative arrangements by State departments of agricul- 
ture, bureaus of markets, and similar State agencies. 


4. SCHOOL LUNCH PROGRAM 


Federal assistance is provided to States and Territories for use in serving 
nutritious midday meals to children attending schools of high-school grades or 
wider in order to improve the health and well-being of the Nation’s children, 
and broaden the market for agricultural food commodities. 


5. BEMOVAL OF SURPLUS AGRICULTURAL COMMODITIES AND MARKETING AGREEMENTS 
AND ORDERS 


These activities directly or indirectly tend to maintain prices received by 
farmers and establish and maintain orderly marketing conditions through— 

(a) removing from the market surplus agricultural commodities through 
purchase and donation to eligible recipients, export and diversion payments, 
and distribution of Commodity Credit Corporation donated commodities to 
eligible outlets authorized under section 416 ; 

(b) administration of marketing agreements and orders; and 

(c) cooperation with the food trade and others to encourage greater 
consumption of abundant foods. 


6. RESEARCH UNDER SECTION 104(K) OF PUBLIC LAW 480 


The Service reviews and appraises for technical adequacy marketing research 
projects beneficial to the United States which can be advantageously conducted 
overseas through grants and contracts with foreign research institutions and 
wiiversities by means of foreign currencies available under section 104(k) of 
Public Law 480, the Agricultural Trade Development and Assistance Act of 
1%4, as amended. The expenses of the AMS in connection with this work are 
paid from this appropriation. 

A full discussion of the marketing research activities conducted under Public 
Law 480 is included im these explanatory notes in the section entitled “Use of 

Currencies for the Conduct of Research Abroad Under Sections 104 (a) 
and (k) of Title I, Public Law 480” under the Agricultural Research Service. 


7. WORK PERFORMED FOR OTHERS 


The Agricultural Marketing Service also performs other services for Federal, 
State, and private agencies, on a reimbursable or advance-payment basis. These 
include, among others, the special milk program, food planning for defense 
emergency conditions, and administration of section 708 of the National Wool 
Act of 1954 dealing with advertising and sales promotion programs. 

The Agricultural Marketing Service maintains its central office in Washing- 
ton, D.C., but a large part of the program is carried on through State offices for 
agricultural estimates, and functional field branch offices of the several Wash- 
ington commodity and functional divisions located in over 225 eities and towns 
in the United States, Hawaii, Puerto Rico, Cuba, and Spain (an inspection 
office at the U.S. Naval Base, Rota, Spain). 

On November 30, 1958 (excluding the offices of the Milk Marketing Adminis- 
trators), there were approximately 7,825 full-time employees, distributed about 
1968 in the District of Columbia metropolitan area and the remainder in the 

In addition there were about 1,062 part-time and intermittent employees 
rimarily in the field. A substantial portion of Agricultural Marketing Service 
employment is financed through revenue from fees, charges, or other assess- 
ments and through joint financing or other arrangements with States and pri- 
vate cooperators. 





Estimated Budget 
available, estimates, 
1959 1960 


Appropriated funds: 
Marketing research and agricultural estimates 2 $15, 447, 311 $15, 437, 000 
Marketing services 22, 733, 967 26, 623, 000 
Payments to States, Territories, and possessions i, 160, 000 1, 160, 000 
School lunch program -|) 110, 000, 000 100, 000, 000 


Total (excluding permanent appropriations) 149, 341, 278 143, 220, 000 


1 In addition, the 1959 appropriation act provided that $35,000,000 shall be transferred from section 32 funds 
for purchase of agricultural commodities for distribution to schools aparticipating in the national school 
lunch program, 


Summary of appropriations, 1959 and estimates, 1960 


| 

Estimated | Budget Increase (+) 

Appropriation item available, estimates, or de- 
1959 1960 crease (—) 


JS 
Marketing research and service: 
Marketing research and agricultur 1 estimates_.......----| $15,447,311 | $15, 437, 000 —$10, 311 
Marketing services -- 22, 733, 967 | 26, 623, 000 +3, 889, 033 
Payments to States, Territories, and possessions__-........-.-- 1, 160, 000 1 100, 60e |..<...ctauee 
School lunch program 1 110, 000, 000 100, 000, 000 — 10, 000, 00 
Perishable Agricultural Commodities Act fund (permanent)? _| 675, 000 | 685, 000 | +10, 00 
Removal of surplus agricultural commodities (30 percent of 
customs receipts, permanent) : 235, 936, 663 246, 000, 000 | +10, 063, 337 
Lsicindeinmnaes ieee | ohaills Tail 
389, 905, 000 +3, 952, 059 
246, 685,000 | +10, 073.337 


Total, excluding permanent appropriations 149, 341, 278 | 143, 220, 000 —6, 121, 278 


385, 952, 941 
Deduct permanent appropriations (shown in detail above)_...| 236, 611, 663 








1 In addition, $35,000,000 is available by transfer from ‘‘Removal of surplus agricultural commodities,” 


2 In addition, an unobligated balance of $394,627 is available in fiscal year 1959, and $361,327 is estimated to 
be carried forw ‘ard into 1960. 


* In addition, an unobligated balance of $300,000,000 is available in fiscal year 1959, and $300,000,000 is 
estimated to be earried forward into 1960. 


GENERAL STATEMENT 


Mr. Miutrr. Thank you, Mr. Chairman, gentlemen of the commit- 
tee, Congressman Natcher, for your very kind remarks. I appreciate 
them oreat ly. 

I have been Director of the Tobacco Division in years past in the 
Department of Agriculture, and in that capacity I have worked very 
closely with Congressman Natcher and other members of the com- 
mittee in years gone by. 

I am in a.somewhat new and diffierent field at the present time, as 
Mr. Natcher has pointed out. It is one that isn’t wholly strange to 
me. I have been engaged in agriculture for many years. 

I welcome the opportunity of m: iking my first appearance before 
this committee to discuss with you the proposed Agricultural Market- 

ing Service budget for 1960. 

‘As this is my initial appearance before you in this capacity, I would 
like to give you a brief summary of my background in agriculture 

Although born in Louisville, Ky., I moved to a farm at the age 
of 12. I took over operation of the family farm—producing beef 
cattle, sheep, and burley tobacco—when about 18 years old. I have 
operated it ever since, and during the depression years, I might add, 
Mr. Chairman. 

I attended the University of Kentucky and Western Kentucky 
State College. 
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I served as compliance supervisor with the Shelby County farm 
program committee—then the triple A county committee—from 1937 
to 1940. In July 1953, I was named chairman of the Kentucky State 
Stabilization and Conservation Committee, leaving that position in 
June 1954 to come to Washington as Director of the Tobacco Division 
of the Commodity Stabilization Service. 

On November 27, 1956, I became Associate Administrator of 
Commodity Stabilization Service, serving in that capacity until my 
appointment on December 17, 1958, as an Assistant Secretary of 
Agriculture and as a member of Commodity Credit Corporation 
Board of Directors. 

Because of the brief time during which I have been associated with 
the marketing programs of the Department of Agriculture in an 
oficial capacity, I do not profess to be intimately familiar with the 
activities of the Agricultural Market Service. However, I am highly 
cognizant of the importance of these programs. 


AGRICULTURAL MARKETING A GROWING BUSINESS 


The size and cost of the agricultural marketing job going on in 
this country stagger the imagination. 

Food alone is the Nation’s No. 1 business. The estimated retail 
market value for domestic farm food products increased from $14.1 
billion in 1940 to $53.7 billion in 1958. Farmers’ receipts from sales 
of farm food products rose from $5.6 billion in 1940 to $20.7 billion 
in 1958. During this same period the food marketing bill increased 
from $8.5 billion to about $33 billion. However, as the committee 
knows, most of the increase in farmers’ returns occurred by 1947 while 
the marketing bill has continued to increase at an average rate of over 
$1 billion a year. 

The farmer now receives about 40 percent of the consumer’s food 
dollar. From 1940 to 1957 farm employment declined’ one-third, 
while the number of workers engaged in processing and distributing 
food and fiber products increased about one-third. These trends are 
continuing. Thus, an increasing number of people performing a con- 
stantly growing number of services are used to do the overall market- 
ing job. Marketing labor’s hourly earnings have doubled since 
1949—and freight and other costs have increased four-fifths during 
that period. 

The tremendous growth of the agricultural marketing business in 
the United States has been accompanied by the spectacular rise of a 
new type of food store—the supermarket. Independent and chain 
supermarkets presently account for 67 percent of total food sales at 
retail, although the proportion of business done by independents as 
compared to corporate chains has remained about constant at 60 
percent during the past 25 years. 

The growing size of retail food aggregates—chains, wholesaler- 
retailer cooperatives, and voluntary associations of retailers and whole- 
salers—is having a massive impact on the marketing system all the 
way back to the farmer. 

The role of the Agricultural Marketing Service programs in the 
vast complex for the marketing of products having their origin on 
the farm 1s most significant. 
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MARKETING RESEARCH AND AGRICULTURAL ESTIMATES 


Underlying much of the general progress in marketing as well as 
supporting directly the marketing and distribution programs are 
extensive research and statistical activities conducted or sponsored by 
the Agicultural Marketing Service. 

Since the solution of marketing problems is of major importance, we 
continue to emphasize research concerned with every stage of the 
marketing process. No significant segment of our marketing complex 
should be omitted if the program is to be effective. We assist in find. 
ing new markets and enlarging existing ones. We seek to develop 
answers on marketing costs, quality maintenance, market outlets, and 
improvements in methods, practices and facilities. Our marketing 
research staff works in cooperation with farm marketing organiza. 
tions, land-grant colleges, and the agricultural trades. 

Crop and livestock reports are a basic service to all agriculture and, 
particularly, are of immediate value to farmers in making production 
and marketing plans. Comprehensive crop and livestock reports 
reflect production intentions, plantings, growth progress, harvestings, 
and yields, affording an internationally recognized reliable source of 
basic information to the entire agricultural complex. These essen- 
tial statistics are widely used by industry and by Government agencies 
in the development and administration of agricultural programs. In 
addition, much of the research carried on throughout the Department 
depends in large part on the basic reports and estimates provided by 
the crop and livestock estimating service. 


Economic and statistical analyses are directed toward supplying 
farmers, processors, and dealers with reliable economic information 
and data on the demand-supply-price outlook. These analyses fur- 
nish producers and handlers vital guidelines in making sound produc 
tion and marketing decisions. They provide the base for much of the 
economic information and farm outlook work carried forward by the 
State extension services, the farm press, and farm organizations. 


MARKETING SERVICES ACTIVITIES 


The market news system, spread throughout the Nation, furnishes 
through Federal-State cooperation basic current information vital to 
our marketing system. Spot prices, commodity movements, and quali- 
ties, as well as data on where, when, and what is available—all funda- 
mental information—assists producers and marketing agencies in their 
day-to-day operations. 

Nationwide inspection, grading, and classing services based on stand- 
ards of quality developed by Agricultural Marketing Service in con- 
junction with producers, industry, and others provide the common 
denominator for trade in agricultural commodities. 

The Agricultural Marketing Service also represents producers 1 
freight-rate cases before various regulatory agencies. 

Another significant activity concerns the administration of such 
regulatory legislation as the Federal Seed Act, Perishable Agricul- 
tural Commodities Act, United States Warehouse Act, and the Packers 
and Stockyards Act. Effective and impartial administration of these 
acts—which guarantee fair play and equity in the market place—is ¢s- 
sential to an honest and healthy marketing system. 
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MARKETING AGREEMENTS AND ORDERS 


Producers and distributors in fruit and vegetable areas and in the 
nilksheds supplying our major cities recognize the benefits which 
rsult from marketing agreements and orders. As of January 1, 
1959, 36 fruit and vegetable orders and agreements were in effect. 
Seventy-six Federal milk orders regulating milk pricing to producers 
are now in effect. Approximately 35 percent of all milk sold by 
farmers as whole milk is purchased by handlers who must pay minimum 
prices established by Federal milk orders. 


EXPANDING THE MARKET FOR FARM PRODUCTS 


Several Agricultural Marketing Service programs are contributing 
in an important way to the expansion of market outlets for our farm 
products. The growth of the school-lunch program continues. Based 
S the most recent reports, participation in the program during this 
vhool year will average about 10.8 million school children, as com- 
pared to 10.1 million last year. Funds this year from local sources, 
exclusive of Federal grants, are now estimated at approximately $690 
nillion, an increase of $55 million over 1958. ‘These funds are used 
primarily for purchases of food. This program also benefits the Na- 
tion in the dev elopment of healthy citizens properly trained in good 
nutrition and eating habits. Milk consumption increased more than 
300 percent under the speci ial milk program from the first year of op- 
eration in fiscal year 1955 through fiscal year 1958. Both children and 
nilk producers benefit from this expanded use of fluid milk. 

The rate of surplus food sommpalits distribution continues at a high 
kvel. It is estimated that 3 billion pounds of food will be distributed 
in 1959, about 1.1 billion pounds domestically to schools, charitable 
insitutions and the needy, and 1.9 billion pounds to the needy in for- 
eign lands. 


A valuable extension of the programs of the Agricultural Marketing 
Service is provided by the marketing service work carried on by State 
departments of agriculture. Through a matching fund provision in 
the Agricultural Marketing Act of 1946, complementary work is pro- 
vided on such problems as: maintaining and improving the quality of 
products; ways of reducing marketing costs ; expanding outlets for 
Sen products; and the collection and dissemination of special State 
and local market information and statistics. Currently, this program 
is being carried on in 43 States and Territories which are conducting 
about 132 projects under the matched-fund arrangement. 


BUDGET PROPOSALS 


In developing the budget for 1960, high priority was again assigned 
lothe Agricultural Marketing Service programs. But, in view of the 
continuing need for economy in Government, it has been necessary to 
restrict increases to areas in which pressing responsibilities, primarily 
due to new legislation, necessitate increases. Increases under the Mar- 
keting Services appropriation are requested for adrainistration of the 
mandatory Poultry Products Inspection Act ($3,385,000) and the 
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Packers and Stockyards Act ($493,000). Also the cost of the leased 
wire contract under the Market News program has gone up, requiring 
a small increase in funds ($45,000). In all, we propose a net increase 
totaling $3,889,033 under the Marketing Services appropriation, after 
taking into consideration a decrease of $33,967 for leasing costs now 
to be assumed by the General Services Administration. 

For the “Marketing research and agricultural estimates” subappro- 
priation, the requested amount of $15,437,000 is the same as is ayail- 
able in the current fiscal year, adjusted for pay act and increased 
penalty mail costs. The problems, however, do not stand still. In 
the research field we do, of couse, have flexibility for adjusting funds 
and personnel as projects are finished. Every effort will be made 
during the coming year to shift emphasis toward those fields of work 
which seem most urgent. Since the farmer is still caught in a cost- 
price squeeze, continued emphasis on the measurement of costs and 
margins is necessary. At the same time, we shall also continue to 
emphasize research which not only seeks to strengthen our classing, 
grading, and standardization activities but also undertakes to bring 
about maximum efficiency at every stage of marketing. 


MORE EFFECTIVE ADMINISTRATION OF PACKERS AND STOCKYARDS ACT 


An increase of $493,000 in 1960 is requested for the Packers and 
Stockyards Act. In recent years efforts have been directed at im- 
proving the administration of the Packers and Stockyards Act to 
reduce, insofar as possible, inequities between livestock marketing 
areas, 

The purposes of this act are to aid and protect livestock and poul- 
try producers in order that they may secure the full, true market 
value of their livestock and poultry and to assure accurate weights, 
full bond protection of sales proceeds, adequate marketing facilities 
and services at reasonable rates, and protection against unfair, decep- 
tive, discriminatory, and monopolistic practices at public markets 
or by meatpackers in commerce. The act was amended by the last 
session of Congress to provide for broadened coverage and improved 
administration. 

Increased emphasis has been given during the past 2 years to in- 
vestigations of packer activities, and most of the increase in 1959 has 
been devoted to this work. However, the scope of these investiga- 
tions needs to be expanded still further. The buying activities of 
packers and dealers at the additional markets now subject to the act 
would be studied and trade practice investigations which directly 
affect the value of livestock would be initiated. The 1960 program 
also contemplates the expansion into investigations of several pre- 
liminary studies now underway of other trade practices of packers. 

With the proposed increase we also propose to accelerate work 
aimed at lessening the many marketing problems which beset pro- 
ducers who market livestock at country points in two respects. It is 
planned to post substantially all of the remaining yards subject to 
the act and to expand market supervision to the extent possible. 
Also, expanded investigation and supervision of open country trad- 
ing in accordance with the amended act is planned. 
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SCHOOL LUNCH 


In the fiscal year 1959, the Federal Government will furnish to the 
national school lunch program about. $218 million in food commodi- 
ties and cash contributions. This contribution approximates 1014 
cents a meal and about $20 per child in the program. ‘These figures 
do not include the $75 million special milk program, the greater part 
of which also goes to schools participating in the national school lunch 
program. ie 

The budget proposes a reduction of $10 million in the cash pay- 
ment portion of the school lunch appropriation. Discontinuance of 
the $35 million transfer from section 32 for commodity procurement 
is also recommended since section 32 funds are available for purchase 
of commodities in long supply for distribution to schools without 
transfer to the school lunch appropriation. 

Assuming a level of commodities for distribution under the several 
donation authorities comparable to this year—and it could be higher 
next year—the Federal contribution to the school lunch program in 
1960 would still approximate 914 cents a meal and $18 per child. 

It is our judgment that Federal assistance to the school lunch pro- 
gram at this level is reasonable, is adequate, and will encourage the 
States to continue to assume increased responsibility for this program. 

I want to thank you for the opportunity of permitting me to read 
thisstatement. Again, I will emphasize that I don’t pose as an expert 
on marketing matters in this agency. I will be happy to answer any 
questions, and if I may, Mr. Chairman, I will refer those questions 
Iam unable to answer to persons better equipped than I to answer 
them. 

Mr. Wuirren. Mr. Wells, do you have a general statement ? 

Mr. Wetts. The only general statement I intended to make was to 
call your attention to page 5, which outlines the budget under the 
marketing research and service appropriation, and, also, the following 
pages 6 and 7. 

Mr. Wurrren. We will pass that at this time. We will proceed 
with general questions. 


PRICE SPREAD STUDIES 


Mr. Miller, this committee directed and set aside money a few 
years ago to make a study as to who gets the money, between the 
farms and the consumers. 

Mr. Wells, is that work still going on ? 

Mr. Wetts. Yes, sir. We are expending something in excess of 
$350,000 a year. Mr. Trelogan has a report on the work which we 
have done since our report last year, which we will provide to the 
committee at the appropriate time. 


USE OF SECTION 32 FUNDS TRANSFERRED TO SCHOOL LUNCH 
APPROPRIATION 


Mr. Wuirren. Now, this request with respect to school lunch. 
What action did the Department take with regard to this transfer of 
funds that we made in last year’s bill? What is the present status 
of those funds. 
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Mr. Wetis. Mr. Lennartson has the table. We have spent some- 
thing over $30 million to date for procurement of commodities for 
distribution to the school lunch program. 

( The table referred to follows :) 


*Purchases through Mar. 7, 1959, with the $35,000,000 transferred from sec. 32 





Apples and applesauce. _............-...-...-------.-- i ae, = aN as Sy a 





Mr. Wurrren. With regard to the statement by you, Mr. Miller, that 
we not make these funds available for that specific purpose next year, 
you say they are already available for the purchase of commodities in 
long supply. I know thatis basically true under the law. However, 
this committee from time to time has been very much disturbed by 
the slowness at which the Department has moved and used those funds. 

Has there been any change in the Department’s attitude? Can we 
rely on the Department to use those funds if we don’t transfer them! 
If we follow your recommendation and don’t transfer them, are you 
in a position to give us assurance that the Secretary will give you 
clearance to go in and buy these commodities in long supply when they 
become available, so as to have them for the school lunch program! 
Or is this just asking us to let you go back to your old way of not 
doing it ? 

Mr. Wexts. Mr. Chairman, I am sure you are not speaking in terms 
of any quantities but that you are talking about the policy of justifi- 
cation for procurement. 

Mr. Wuirren. We have seen numerous times in this committee 
where, if the Department had moved in and bought commodities before 
the market broke, it would have cost the Government much less money 
than to let the bottom fall out. We have seen on this committee a 
time or two when you moved in to buy turkeys. There have been 
several instances. 

Has there been any change in the attitude? This statement that 
you make that we can risk your using these funds for that purpose 
without putting them aside—I just want to know how much we can 
rely on your ability to do that. 

Mr. Mitier. Mr. Chairman, I want to say that I don’t want you to 
rely on my willingness to attempt or ability to change any policy that 
my Secretary and fellow members of his pelicy staff have embraced 
heretofore 

Mr. Wuirren. Well, now, I might say that they may not agree with 
my analysis of their policy. But I would say that the records tend 
to support my view, if you will look at what happened to the market 
and what happened due to failure to buy, plus what it cost later trying 
te bring the market back up. So, the facts do support my view. I 
don’t mean to say that the Department would agree with my analysis. 

Mr. Mixer. | understand, sir. Let me assure you that we will, te 
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the best of our ability, analyze the situations as they present themselves 
and use our best judgment to properly use the section 32 funds. 

Mr. Wurrren. Thank you, Mr. Miller. I think that is a fair answer. 

As far as the school lunch is concerned, if perchance no commodities 
got in long supply, and I think this is a little farfetched, but if they 
didn’t, the school lunch would just really be cut for next year against 
this year, would it not / 

Mr. Miuier. If we got in a position where there were no commodi- 
ties in long supply and we didn’t think it necessary to use any sec- 
tion 32 funds, then it would be reduced by that amount. 

Mr. Wuirren. And commodities can get in long supply and yet 
not be the type and quality that would meet the requirements. So, 
what I am saying is, unless those that satisfy the school lunch were 
in long supply, the program would be cut by the amount that you 
recommend. 

Mr. Minxer. I don’t know precisely what you mean. 

Mr. Wuirren. Well, let’s say you were told to give primary atten- 
tion to perishables, but in perishables there were some commodities 
that didn’t especially lend themselves to school lunch. If the long 
supply was in things that the school lunch program couldn’t use, then 
there wouldn’t be anything else that you might buy with section 32 
funds. 

Mr. Miter. Well, I don’t think we could be in a position to devote 
them to the school lunch necessarily. We might use section 32 funds 
for some other purpose to alleviate the long supply in that particular 
commodity. If it was not a commodity that could be used for the 
lunch program, I don’t think you would want to distribute them to 
schools. 

Mr. Wurrren. Yes, but in turn wouldn’t the school-lunch program 
be reduced by the amount of this? 

Mr. Mitier. I would be most happy to get in a position where there 
were ho commodities in surplus supply. 

Mr. Wuirren. Well, I said it’s a little farfetched, but I’m pretty 
much of a pessimist. 

We will get to section 32 as a separate subject later. However, are 
there any further general questions ? 


EFFECT OF PROPOSED REDUCTION IN APPROPRIATION 


Mr. Narcurer. Mr. Miller, I am very much concerned over this re- 
duction of $10 million in the school-lunch program. From your state- 
ment you point out the fact that. we will have some 10,800,000 school- 
children as against 10,100,000 during the present fiscal year. 

Is the reduction based on the fact that, in the opinion of the Depart- 
ment, this amount is fully adequate, notwithstanding the fact that 
we will have 10,800,000 children as compared to 10,100,000? Or is 
it based entirely on the fact that it is a matter of more State participa- 
tion expected in the future. 

Mr. Mirier. Both lines of logic, Congressman Natcher, could be 
followed. We feel that the $100 million—and I made the point in 
my statement—is a reasonably sufficient amount of Federal money, 
tocarry on the school lunch program, especially in light of the possible 
use of section 32 funds and the donations under section 416 from 
Commodity Credit Corporation stocks that we have enjoyed heretofore. 





Now, with regard to State participation—which we have also mep- 
tioned in our testimony—we expect the States to participate, certainly 
to the degree in percentages that they have heretofore. We feel that 
it is healthful to the school lunch program to have increasing State 
participation. 

Mr. Narcuer. Mr. Miller, according to your statement you state 
that it will encourage the States to continue to assume increased 
responsibility for this program. 

Do you anticipate any increase in responsibility of the States during 
the fiscal year 1960, and if so, what do you base that on? 

Mr. Miuier. As far as any increase in proportionate Federal re- 
sponsibility, I wouldn’t think so; no, sir. The State proportion would 
increase. It is only logical to assume and to request that the States 
assume an increase in cash contribution comparable to the increase in 
school population. 

Mr. Wuirren. Mr. Santangelo? 


DEPARTMENT ESTIMATE FOR SCHOOL LUNCHT PROGRAM 


Mr. Sanranceo. Mr. Miller, how much did you request for the 
school lunch program from the Bureau of the Budget ? 

Mr. Mixier. $100 million. 

Mr. Santancero. So the reduction came from you rather than the 
Bureau of the Budget. 

Mr. Miutrr. In allocating funds under the budget authority the 
Department of Agriculture recommended $100 million. 

Mr. SanTaNGELO. What did you request ? 

Mr. Mitre. I was not there at the time, sir; that is, I wasn’t in 
this office at that time. If you are talking about the Department, I 
would ask Mr. Wells to make the statement. 

Mr. Santancero. Mr. Wells, would you furnish that knowledge, 
how much was requested from the Bureau of the Budget ? 

Mr. Wetts. The Department’s estimate was $100 million through 
appropriation, and elimination of the transfer language. 

Mr. Santancexo. In other words, the Bureau of the Budget asked 
you for a reduced amount; you didn’t suggest it to them. 

Mr. Grant. The Department requested the reduced amount. which 
the Bureau of the Budget approved. 

Mr. Santancevo. So it didn’t come from the Bureau of the Budget 
in the overall picture. 

Mr. Grant. No. 

Mr. Sanranceo. There are 700,000 more people in the program, 
and yet, there is a reduction in cash of $10 million. 


SURPLUS COMMODITY DONATIONS 


Mr. Wetrs. There will continue to be large donations of commodi- 
ties. Many of the items that you have are not long supply, but are 
food products which are purchased under section 6. Commodities in 
long supply are obtained under section 32 and section 416. 

“ Mr. Miter. That’s correct. 

Mr. Sanranceto. What is going to happen to these commodities! 
Are you going to store them if you don’t furnish them to the school 
lunch program ? 
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Mr. Mittzr. We still have the authority to purchase for the school 
lunch program, the same latitude in the future that we have had. 

Mr. Sanrancero. In other words, the consumption by the school 
lunch program does not exhaust the supply that you may have in 
agriculture al products. 

“Mr. Mrttrx. Oh, no, sir. As I stated a moment ago to the chair- 
man, I wish we could reach the day where we had no surpluses in 
agricultural commodities. The school lunch program will not exhaust 
the available supplies of commodities. 

Mr. SANTANGELO. In other words, if you don’t give these products to 
the school lunch program, you are still going to pay some warehouse 
storage charges to keep these articles in the warehouse. 

Mr. LENNARTSON. May I supplement this? We are talking about 
the use of various funds here. Under section 6 of the Sc -hool Lunch 
Act, commodities—as shown in this table on page 70 of the justifica- 
tions—are purchased out of the $110 million appropriated this year to 
the school lunch program. ‘These would be purchased and are pur- 
chased regardless of whether they are in long or short supply. The 
same amount of regular section 6 funds would be available under the 
proposed budget for 1960. These are the variety items generally 
high in vitamin content or for other nutritional reasons desired in the 
program. They have no direct impact with relation to the surplus 
position of the items held by the Commodity Credit Corporation. 

You have a different situation with regard to the funds used from 
section 32. The section 32 funds are primarily to be devoted to the 
perishable type of commodities on which there may be no price sup- 


port program. In fact, it is highly likely there would be no required 
price support program on them. These are the commodities which 
are primarily removed from markets when they become in long sup- 
ply and the market prices need stabilizing. 


SECTION 416 COMMODITIES 


Now, with regard to the section 416 commodities you have still an- 
other situation. ‘This is the area where commodities are in the hands 
of the Government. These are in the stocks of the Commodity Credit 
Corporation, because they were acquired under the price-support pro- 
gram and are made available for donation by virtue of the fact that 
the supplies are more than adequate to meet the possible sales outlets 
for the Commodity Credit. Corporation. These latter commodities 
are the ones where expenditures for storage and so forth have a direct 
impact if they are not sold or donated. 

Mr. SantraNnGeLo. How much of the $100 million, or last year’s $110 
million was used for the purpose of articles of food under section 416. 

Mr. Lennartson. None whatever. The foods under section 416 are 
donated free of charge to the schools. None of the $110 million was 
expended in any manner for those items. 

Mr. Sanranceio. And those are in long supply? 

Mr, Lennartson. They were in long supply, or they would not have 
been made available for free distribution. 

Mr. Santanoevo. And it is predicted they will still be in Jong sup- 
ply for the coming year ? 
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Mr. Lennartson. I would say generally so, yes. Butter, cheese, 
cornmeal, dry milk, ete. Yes, they generally would be, for the com 
year, and would be available for the school lunch program, I think 
we would estimate that the same quantities donated this year will be 
donated next year with respect to a majority of those items. 

Mr. Santrancevo. And notwithstanding the fact that there ar 
700,000 more people participating in the program—and there will be 
a farm surplus—all you are going to give them is the same amount you 
gave the previous year / 

Mr. Lennarrson. No; we estimate we will have available all the 
quantities they desire of those commodities. It will be increased, 

Mr. Sanranceto. You would give the same amount ! 

Mr. Lennartson. I meant relatively. 

Mr. Santrance.o. In other words, it is your intention, then, to 
increase the amount in quantity ¢ 

Mr. Lennartson. Yes, in keeping with the increase in children, 
and the increase in numbers of meals and the requests from the schools 
for these commodities. 

Mr. SantTaNnceLo. Well, doesn’t that give an increase in the value of 
the donated commodities ? 

Mr. Lennarrson. It would increase the total value of the section 
416 commodities. 

Mr. SanrancevLo. What is your comparison this year and last year 
with respect to donated commodities? Is it going to be more or less! 

Mr. Lennarrson. We are estimating approximately the same 
amount. This year, fiscal 1959, we estimate it will be about $74 mil- 
lion worth of donated commodities. And I would assume for the 
section 416 items that donations would increase in keeping with the 
increased use on the part of the schoolchildren. 

Mr. Santanceto. What does your budget indicate as to how much 
you are going to give in donated commodities for the budget year! 

Mr. Lennartson. I don’t think that is reflected, Mr. Congressman, 
in any estimate at this point. Speaking from my knowledge of the 
supply situation of these commodities, I think we would be safe in 
saying that the quantity of these donated commodities under section 
416 would exceed this year barring any unforeseen developments. 

Mr. SantanceLo. Do you want to say something, Mr. Wells? 

Mr. Wexts. Mr. Santangelo, the budget does not carry a specific 
estimate as to donated commodities for fiscal year 1960. We do esti- 
mate that the increase in participation will probably be as great in 
1960 as it was in 1959, another 700,000 children. We expect to dis- 
tribute this year out of commodities that the Commodity Credit Cor- 
poration would normally have available between $70 million and $7 
million worth of commodities. And if we distribute at the same rate 
next year, it will be $75 million to $80 million. There is plenty of 
authority to do this. But these commodities are limited to butter, 
cheese, dried skim milk, wheat flour, cornmeal, rice, and possibly 
beans. They do not include the vegetable and meat items which are 9 
much desired. 
~ Mr. Sawrancero. Well, it seems that the authority is there. But 
the disposition to exercise the authority doesn’t seem to be there. 

Mr. Wetts. Pardon me, but what I am saying is I don’t think the 
schools are complaining about not receiving butter or cheese or dried 
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kim milk or rice or wheat flour or cornmeal. What they are interested 
in are the fruits and vegetables and meat items which are not in long 
supply, and which the CCC does not have in stock. : 

3 Micuet. Would the gentleman yield for a clarifying question ? 
\re these the only six items that are distributed or donated as sur- 
plus, as you read them down ? 

Mr. Wexxs. The ones I named are those that the CCC has because 
of price support operations—butter, cheese, dry skimmed milk for 
woking purposes, rice, wheat flour, and cornmeal. I believe this is 
the list. The point I was making is that, presumably, the CCC will 
have sufficient supplies to continue to donate these to the schools in 
about the maximum quantities they are willing to take. But this is 
not vegetables, and it is not meat, which the schools very much want. 
Those are the items in short supply, which the CCC does not have in 
stock. 

Mr. Santrancexo. Mr. Miller, it indicates to me that where you try 
to shift the support of the school lunch program to the States and to 
the children who participate, that there is no indication to increase the 
amount of donated commodities that you are providing in this sec- 
tion 416. I want to know if you are going to increase your amounts 
there so you can provide and supply the 700,000 people who are going 
to participate in the program 4 

Mr. Mitter. We will increase the amount of CCC-donated com- 
modities that we have enumerated to the maximum extent that cou!d 
be reasonably used for those students. And that generally is guided 
by dietary requirements, and so forth. That contribution will be 
increased. 


EFFECT OF ELIMINATING TRANSFER ON COMMODITY DONATIONS 


Mr. SanranceLo. You are cutting out the $35 million transfer 
funds ? 

Mr. Mitier. We are not saying that we are not going to use the sec- 
tion 32 funds. We are saying we do not think it is necessary to 
hudget it or allocate specifically for that purpose. 

Mr. Sanrancexo. Well, is there any indication that you are going 
touse the $35 million in donated foods ? 

Mr. Mitier. Again, as I told the chairman, the $35 million is a 
igure that was used last year. Whether it is less or more next year, 
[cannot say. I just said that we would use our best judgment in 
sing section 32 funds for the school lunch program. The difficulty 
encountered in long and short supply in the market. ' 

Mr. Sanranceto. One of the purposes, I think, for initiating the 
provision of the $35 million transfer from section 32 funds was to 
assure an adequate supply of red meats. Do you contemplate furnish- 
ing an adequate supply of red meats in the new program ? 

Mr. Minter. Congressman Santangelo, when we speak of red meats, 
[think I would rather talk about beef and pork separately. We have 
Just completed a purchase program for pork which is being distributed 
to the schools. With regard to red meat in the form of beef the situa- 
tion is different. Beef purchased for school lunch programs in the 
past has been in the form of ground beef, meat loaf, or hamburger 
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meat. This meat is one of the items that is not in long, but in short 
supply at the present time. ; 

Mr. Sanrancevo. Then, I take it, you are not contemplating pro- 
viding the beef, because it is in short supply. 

Mr. Mutter. If supply conditions remain as they are at the present 
time, I would not contemplate the purchase of beef, at today’s present 
high prices of beef. Now, if we get in position where the beef cycle 
may cause supplies to become so large that beef prices are relatively 
favorable, we will use it. 


INTERPRETATION OF TRANSFER AUTHORITY 


Mr. SanTanceLo. Don’t you recognize that the reason we approved 
that $35 million of section 32 funds was to assure us a meat supply 
regardless of the shortness of supply or the longness of the supply! 

Mr. Mitxier. Well, it hasn’t been my understanding that that was 
the reason. 

Mr. Sanrancevo. Mr. Lennartson shook his head, and I think it was 
a question of understanding. I think it was my understanding and 
the chairman’s understanding that one of the reasons we insisted upon 
the transfer of section 32 funds was that the Department purchase 
food whether it was in short supply or in long supply. And, if Iam 
wrong, I would like the chairman to correct me, or Mr. Lennartson to 
correct me. 

Is that your understanding—that it had to be in long supply before 
the Department of Agriculture would purchase it for the program! 

Mr. Lennartson. In all honesty, Mr. Congressman, it was not our 
interpretation that we were to purchase those commodities irrespective 
of their supply situation. 

Mr. Santrancero. Well, it was my understanding that it was 
whether it was short or long, that you had to purchase it. And I would 
like the chairman to see whether this committee agrees with me in my 
understanding. 

Mr. Wuirren. There was no doubt in my mind. I know that what 
we intended is in line with Mr. Santangelo’s statement. I said 9 
to the Department. I would like to get the language to see. We 
said you shall do it. In the doing of it, give as much weight as you 
can to these other things. But if these other things don’t apply, doit 
That is what the language was intended to mean. 

I quote from the language in the bill— 

Provided, further, That $35 million shall be transferred to this appropriation from 
funds available under section 32 of the act of August 24, 1935, for purchase and 


distribution of agricultural commodities and other food pursuant to section 6, 
such funds to be used for the general purposes of section 32 


Oma. 

Now, general purposes would mean to give attention to section 32, 
but still buy them. Certainly we intended that. And I would like 
for you folks to write us some language that would convey to you 
what you clearly know we know. 

Now, here is the report— 

In addition, the committee has included language in the bill to transfer $55 mil- 
- lion from section 32 funds to section 6 of the school lunch program to assure 
i More adequate supply of food for school lunch. In the use of these additional 
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fynds, attention should be given to the purposes intended by the legislation 
established in establishing the section 32 program. 


] would point out that we say— 
inthe use of these additional funds, attention shall be given— 


So we would ask you gentlemen to prepare language for the com- 
mittee’s consideration which you would understand. 

Mr. Wexts. Mr. Chairman, may I say a word? 

Mr. Wuirren. On the record ? 

Mr. Weis. Yes. Iam not sure there are differences. At any rate, 
ny interpretation has been that the $35 million was to be spent, but 
‘hat it was to be spent with regard to those commodities that were 
in long supply or for those commodities where we might not ordi- 
warily purchase under section 32, but where the supply situation was 
noving in the long supply direction. If there is a difference in inter- 
pretation, I think it is a matter of timing rather than whether the 
money shall or shall not be spent. 

Mr. SANTANGELO. Well, Mr. Wells, I don’t think I agree with you on 
that. It was our understanding that the school lunch program would 
have beef. 

Mr. Wuirren. Some of this may come from my feeling that when 
you said red meat you meant beef. Maybe I was in error, because I 
ept referring to red meat, thinking of beef. 

Mr. Wetts. We use the term for beef, pork, and lamb, and we did use 
money for pork. 

Mr. Micuen.. Will the gentleman yield for a question ? 

Mr. SANTANGELO. Yes. 

Mr. Micuet. If you buy this in long supply, you get a cheaper price. 

Mr. Lennartson. Definitely. 

Mr. Micnet. So if you buy while in short supply at a higher rate, 
you obviously don’t have as much to distribute for the same dollar 
expenditure. 

Mr. Wurrren. That is true. Here is our situation, if I may say so, 
for the record. 

There was a determined desire by many Members of Congress, par- 
ticularly in the Senate, that the school lunch program be increased with 
ash. It was also urged that it would be better to increase it by a 
transfer from section 32 funds and see that the commodities were used. 
So, while the argument could be made that if we require you to buy 
when an item is in long supply you won't get as much, on the other 
land there are many who want the school lunch program to be a certain 
size, regardless. So that is what we were faced with—whether to go 
along with cash, or go along as we did. 

Mr. Miuuer. Mr. Chairman, I think one of the main factors back of 
our reasoning against the use ‘of this $ $35 million of section 82 funds, 
lor purchase. of red meat in terms of beef, was due to the high price 
if cow beef, which is the source of supply for ground beef such as 
would be used in this program. 

Of all the things that have been high in the beef picture, since we 
have experienced this attempt to build up the number of beef cows, 

as been beef cows. They run in price 18, 19 cents—stuff that I 
old for 9 or 10 cents for years and years. 

Mr. Wurrren. My attention has been called to the debate on the 
floor last year, in which my statements were made on behalf of the 
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subcommittee. Unless there is objection, I want to ask that the 

colloquy that took place between Mr. Jennings, Mr. Poage, and me, 

on page 5362 of last year’s Congressional Record, under date of April 

1, be included in the record at this point, to clarify this situation, 
(The information referred to follows :) 


Mr. JENNINGS. I think the committee is to be commended for transferring the 
$55 million, but is this left to the discretion of the Seeretary? 

Mr. WHITTEN. Certainly the intent of the committee is that the funds must 
be used to purchase commodities. Section 6 proper has certain criteria by 
which purchases are made to make up a well-rounded school lunch. In transfer. 
ring these funds from section 32 we felt obligated to direct that they be hap- 
dled on a general basis but not as restrictive as section 32. In other words, 
they must be used insofar as possible consistent with section 32 purposes, 
Section 32 should be kept in mind as the funds are expended. That is for the 
additional amount of $55 million. 

Mr. JENNINGS. And as I understand the gentleman, we actually have $1% 
million that the committee is directing the Secretary of Agriculture to use for 
the purpose of the school-lunch program. 

Mr. Wuirten. That is right. And we feel that that is as far as we could 
consistently go. And, I want to say again that the gentle lady is as inter. 
ested in the school-lunch program as anybody in the Congress. 

Mr. Poace. Mr. Chairman, will the gentleman yield? 

Mr. WHITTEN. I yield to the gentleman from Texas. 

Mr. PoaGe. I wish the chairman would explain a little further about thes 
instructions to use section 82 funds only for the general purpose of section 32, 
because section 32 is supposed to be spent for surplus commodities. 

Mr. WuitTen. I agree with the gentleman, but we did not have that in 
mind. Under the law, unfortunately, the Department of Agriculture deter. 
mines whether a surplus situation exists. In the judgment of a majority of the 
committee, many times such surpluses have existed, but because of a deterni- 
nation to the contrary by the Department, purchases have not been made. 
Under the committee’s proposal, those that appear to be closest to surplus in 
the minds of the Department would have precedence over those that were not 
so determined. 

Mr. PoaGce. Can we understand that the committee is not binding the De 
partment to simply spend this money to purchase the commodities that other- 
wise would be purchased under section 32? 

Mr. WHITTEN. We are not so restricting the Department. We do not want 
it limited to section 32, which requires prior determination by the Depart- 
ment. But we want the school-lunch people to use this money to buy sur 
pluses where they are not bought under section 82 because of lack of action 
under that program. 

Mr. PoaGce. Would the chairman agree to this, for the record, that the pro 
vision is net intended to confine the expenditure of these transferred funds 
simply to surplus commodities but that they are simply to be given preference 
in purchasing and that any commodities needed for the school-lunch program 
could be purchased out of these transferred funds? 

Mr. WHITTEN. The gentleman is correct. 


ESTIMATED COMMODITY DISTRIBUTION IN 1960 


Mr. Santance.o. Mr. Miller, you say in fiscal 1959 you are going 
to spend $218 million in food commodities and cash contributions. 
Now, the cash contributions were $110 million in 1959. So that left 
$108 million in food commodities, less the $35 million from the section 
32 funds. Sothatis$75 million in donated foods. 

What is your view with respect to fiscal year 1960? How much do 
you intend to furnish in food commodities ? 

Mr. Mitier. Not speaking in terms of dollars and cents, but I would 
say an equivalent per capita quantity times the increase in the sched 
population that we talked about—700,000 or so increase. It. is the 
same per capita. 
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Mr. SANTANGELO. Same per capita on the basis of the $75 million in 
donated food products? 

Mr. Mituer. Yes, sir. 

Mr. SANTANGELO. So you will be actually eliminating the $35 mil- 
ion of transfer funds ? 

Mr, Mittrr. Oh, no; that is separate and apart from that. 

Mr. SANTANGELO. So that you are going to give a per capita basis 
othe $108 million : is that correct ? 

Mr. Minter. Yes. 

Mr. SANrTANGELO. And then you are going to increase that per 
apita to cover the 700,000 people ? 

Mr. Mitier. Yes, sir. 

Mr. SanraNnceto. That would be about the average of $18 per 
hild—18 times the 700,000; am I correct / 

Mr. Minier. What I am trying to say is granting the supply situa- 
tion remaining unchanged we w vill increase the total amount of the 
ction 416 type of donated foods by the increase in population times 
ihe per capita donation vote we have been given heretofore. It will be 
‘hesame amount per head. 

Mr. Santancero. The per capita in 1959 was $20 per child. And 
you contemplate $18 per child in the future program. Is that right? 
Which per capita—which ratio are you using, the $18 or the $20 for the 
ucreased 700,000 children ¢ 

Mr. Lennartson. The $18 in Mr. Miller’s opening statement reflects 
the reduction of $10 million in the cash contribution assuming the same 
vel of commodities as this year, but as he pointed out the level of 
tommodities could be higher next year. 

Mr. Minurr. It is the difference between $110 million and $100 mil- 
lion in the regular appropriation. I thought you were talking about 
the basic foods that we have in inventory in CCC that we are donating 
tothe children now. 

Mr. SantranceLo. What I am trying to arrive at is how much, in 
dollars and cents—or how much in the value of food commodities 
we you going to give for the 1960 school program ¢ 

Mr. Lennartson. Per capita we antic ipate about the same level. 

Mr. Sanrancero. Well, will you put in the record how much you 
tend. You figure it out—whether it is 700,000—figure it out, and we 
will incor porate in the record what you intend to donate in food com- 
nodities, apart from the cash contributions. 

Mr. Minter. Yes, sir. 

(The information referred to follows :) 


ESTIMATED Foop DONATIONS IN 1959 AND 1960 


For fiscal year 1959, donations to the school lunch program of surplus foods of 

the price-supported types normally available from CCC are estimated at values 
rom around $70 million to $75 million. It is assumed that these foods will be 
ucteased in 1960 in proportion to the increase in pupil participation or to around 
% million to $80 million to maintain approximately the current per capita rate 
for these foods. 

For fiscal year 1959, foods acquired through purchases of non-price-supported 
“mmodities and distributed to the school lunch program are estimated at approx- 
mately $35 million worth. Based on the current outlook, it is estimated that sur- 
this removal operations under section 82 will provide commodities approximat- 
ing this same value in 1960—and it could be higher. 
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Also, it is contemplated that in both 1959 and 1960 approximately $15 million 
of the regular school lunch appropriation will be utilized for procurement ang 
distribution of food under section 6 of the act. 

Mr. Wuirren. If the Secretary, at the policymaking level, should 
determine not to buy these section 32 commodities on the basis that 
the situation is not sufficiently acute, where is it going to leave you 
gentlemen in your commitment with Mr. Santangelo? 

Mr. Lennarrson. The estimate couldn’t be reached then. 

Mr. Wuirren. You are basing your statement on the outlook ? 

Mr. Lennartson. Yes; on the outlook. We are assuming that we 
are going to be able to furnish section 416 and section 32 foods in the 
same amount, per capita wise, per capita valuewise, that will be avail- 
able this year. This assumes favorable weather and crop conditions 
and no major shifts in the present economic outlook. 

Mr. Wuirren. I raise this here not to embarrass you gentlemen, but 
to protect you. Because if we go along with you and something hap- 
pens beyond your control 

Mr. Muter. I think I have misunderstood Mr. Santangelo. Given 
a supply situation remaining unchanged for the donated commodi- 
ties, cornmeal, wheat flour, rice, cheese, butter, dried milk, and the 
other commodities we have in the CCC, we will contribute the same 
amount per capita next year that we have contributed this year, irr- 
spective of what the population is. 

Mr. Wuirren. Well, what if I finally succeeded in my efforts to 
get you to sell many of these things in world trade to regain our 
normal share of the world markets, and you were successful ‘and sold 
them and didn’t have them. Where would you be? 

Mr. Miiurr. If we are able to sell all the dried skim milk we have 
in CCC inventories we will not be able to contribute CCC milk next 
year. 

Mr. Micuet. Is that the only item you cannot keep up with 
demand ? 

Mr. Miter. No; I was giving that, because that is one we can keep 
up with demand. 

Mr. Wuirren. If I might proceed one moment further, one of the 
reasons that I raise this point is that there are a whole lot. of factors 
One of them is, as the committee sees it, the Secretary has in times 
past moved rather too slowly in some areas. And then, the farm 
situation can change greatly. As evidence of that, in 1957, I believe 
you donated approximately $132 million in commodities, and in fiseal 
1958 you donated only $75 or $76 million. And then you estimate 
this year that you will donate only $74,700,000. So with all these 
factors involved in it, there can be ups and dow ns, however sincere | 
know you are in your present estimate. 


MARKETING RESEARCH ON COSTS AND MARGINS 


Mr. Santancevo. Well, going off that, Mr. Miller, I read a state 
ment or a sentence in your statement on page 6, that said that you ar 
studying the ways of reduci ing marketing costs. Can you advise me 
whether the reduction in marketing costs is reflected, or has been 
reflected in the reduced price to the consumer? Mr. Wells may be 
able to answer that. 
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Mr. Miter. Congressman Santangelo, one of the most difficult 
things facing American agriculture today is to narrow the spread 
between the producer and the consumer. I would also like to see that 
reflected, any studies we might make, reflected in some benefits to the 
producer end of it, greater compensation to him for producing the 
agricultural commodity. Efficiencies in marketing are one of the 
best sources, we think, of narrowing the spread between the producer 
and the consumer. Anything that we can do to effectuate a better 
distribution system, a better marketing system, in any aspect, will 
have, we think, a beneficial influence. 

Mr. Santanceto. Mr. Miller, it appears to me during the last 5 or 6 
years the efficiency in marketing has improved, and yet the producer 
has received less and the consumer has paid more. Then there is the 
question of services. I don’t know whether it is services or what it 
is. And if you can put in the record what the number of food chains 
that I think I saw in the record one year, the difference in corporate 
profits of the various chainstores as between 1958 and 1957 has in- 
creased, I think, over 50 percent. I don’t know the precise percentage, 
but it has increased substantially. I don’t know whether Mr. Wells 
can get that survey up showing where the distribution costs are going. 

It appears to me that since the farmers’ share of the consumer 
dollar has been reduced from 47 to 40 percent, and the price to the 
consumer has gone up within the past 4 or 5 years, that there is a 
spread which is not explained by labor costs and it is not explained 
by service costs. It is explained by a larger spread which is profits, 
and we would like to be able to pin it down. And I trust that Mr. 
Wells can get that study up so that we can try to pinpoint it. Up to 
now, I have notions where it is going, but I would like to be able to 
prove it. 

Mr. Miter. We will be glad to put data and information on these 
matters into the record in connection with Dr. Trelogan’s testimony on 
results of marketing research. We must recognize there are a great 
many built-in services in today’s consumer dollar spent for food items. 
A great deal more employment has been provided in the food distri- 
bution systems in certainly the expanse of our lifetime, by increasing 
numbers of people employed in the distribution systems, higher wages, 
and built-in services. 

Mr. Sanranceo. Let me pinpoint it. There is only one particular 
area in which I have a little competency or little information lately, 
and that is in the pork situation. Well, of course, the packers deliver 
itand the price that it is sold to the chainstore is on the delivered 
price. The cost of transportation is not involved, and the packer 
absorbs that cost. But, then, the difference between the price that 
the packer is selling it and the price that the consumer is getting it 
seems to be way out of line. I am trying to find out what that spread 
is, item for item. But we have not been able to get that yet. And it 
snot explained by labor costs. 

We were down at the Safeway Co., and we saw a certain amount 
of packaging, which makes it a little fancier. But that does not 
explain the spread in price between what the packer pays and what 
the consumer pays. 

Mr. Mirrer. These items will be discussed later by Dr. Trelogan. 

any of our readymade dishes in the form of frozen complete dinners, 
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cake mixes, which are all very good, are reflected in increased cost of 
distribution but are not the whole answer. , 

Mr. Horan. If you will yield here—if you explain your statement 
on page 2 in a little bit more precise terms, I think my colleague will 
understand here. You say that the farm employment declined one. 
third while the processing employment increased one-third. But you 
don’t say what the total percentages were. 

Now, we had a bulletin here 2 or 3 years ago which said that farm 
employment was roughly one million farmhands and that the proces. 
sors at that time were going about 214 million—between the farmer 
and the consumer. And if you would be a little more precise—is it 
more than 3 to 1 now? 

Mr. Tretocan. We don’t have any precise estimate at this time, 
Mr. Horan, but we are convinced there are more people employed in 
distributing the food than in producing it. 

Mr. Horan. Also, in the preparation of TV dinners, which I buy. 
But I pay for a lot of stuff that is not food there. 

Mr. Trevocan. I will be glad to treat this subject at greater length 
in my testimony because we have prepared material on it. 

Mr. Santranoeo. All right. Thank you. 

Mr. Miiuer. I think, Congressman, if we have any studies that show 
the number of people employed in the food distribution business today 
in comparison to those employed several years ago, and the ratio of 
people employed in the production of food products, that might clear 
it up. 

Mr. Sanrance.o. There is another one Mr. Wells is going to fur- 
nish to us, and that is the cost of the production of concentrated 
orange juice. The cost of the concentrated orange juice, the canning, 
and also the consumer prices. Do I recall correctly that -you ar 
going to prepare something for us? 

Mr. Wexts. I understand, Mr. Santangelo, you had a discussion 
with Dr. Shaw, and he has requested my people to bring up to date 
some material we did some time ago, which indicates for concen- 
trated orange juice what portion goes to the farmer and what portion 
goes to the agencies. 

I believe that has been supplied by the Agricultural Research Serv- 
ices. We will check. 


CONCENTRATED JUICES FOR SCHOOL LUNCH 


Mr. Sanrancevo. To what extent is the school lunch program get- 
ting these orange drinks by way of the concentrated juices ? 

Mr. We tts. Only as they themselves buy it. 

Mr. SanTANGELO. You are not furnishing it ? 

Mr. Lennartson. They are getting grapefruit segments this year 
and we have in previous years, with section 6 funds, purchased con 
centrated juices or them. 

Mr. Santancevo. That is all, Mr. Chairman. 

Mr. Wuirren. Mr. Horan ? 

Mr. Horan. Well, I would certainly like to see those studies, be 
cause into this picture comes the TV dinner and the minute cook 
ing preparation of such things as rice, which is all patented. And 
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it adds to the cost in many ways. There is a possibility of reducing 
transportation cost in some instances, which may partly offset. it. 
But it is all a problem in distribution, and it adds to the cost between 
the raw material with which we are dealing and the finished prod- 
ucts, that the people in New York City want, and which they want 
to buy—we have got a tremendous field in the middle that detracts 
from the income of the farmer, excepting in cases where he has a 
seller’s market. In that case, the tendency on the one hand is for 
the demand to drop off, but more of the sales money to go back to 
the producer. But, as it rises, of course, consumers have a revolt, an 
automatic one, and, of course, you have a problem there that is hard 
toweigh. But I would like to see those studies. 


TOTAL COST OF SCHOOL LUNCH PROGRAM 


Now, your estimate of $690 million from local contributions—I 
understand that that is $55 million more than last year, that is an 
increase ¢ 

Mr. Wetts. Our estimate of the total contribution, the States, 
the local contributions and the parents, is now $690 million in fiscal 
year 1959 as compared to $635 million a year ago. 

Mr. Horan. Won’t that tend to help to take care of the 700,000 
additional schoolchildren who participate in the school lunch? 

Mr. Wetts. It largely takes care of them. After all, the largest 
expenditures in school lunch are by the parents of the children them- 
selves. 

Mr. Horan. All right. We have $690 million for the roughly one- 
third or one-fourth of our schoolchildren who participate in the school 
lunch. And we have an increase there of $55 million, which ought to 
take care of that. 

Now, your $288 million, which is your estimate of funds alread 
budgeted in your books for the school lunch, that does not include im 
donations of food as may be made during the year from CCC stocks? 

Mr. Weis. Oh, yes, that does include all commodities—whether 
from CCC or whether from the $35 million transfer—also it includes 
the special milk program. 

Mr. Horan. But you indicated there might be some switch, some 
flexibility there, which might increase that amount. And you are add- 
ing $75 million for milk. 

Mr. Wetis. $75 million for milk, of which the major portion 
goes to schools in the school lunch program. 


PARTICIPATION IN THE SCHOOL LUNCH PROGRAM 


Mr. Horan. You have about $978 million in the school lunch pro- 
gram to be taken out of the pockets of Americans, whether through 
the tax process or through donations to their own children as they par- 
ticipate in the school program, And that takes care of an estimated— 
how many school age children—I heard somebody say the other day 
40million. I thought that was a little high. 

Mr. Davis. 39 million plus was our most recent figure on total schéol 
enrollment. 
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Mr. Horan. Well, then, it is a little bit more than a fourth of the 
schoolchildren. 

Mr. Wetts. Well, Mr. Horan, let me say this. These figures her 
are the number—average number of schoolchildren eating lunch, 
There are more schoolchildren participating in the program than thes 
figures indicate, because, quite often, for various reasons, they dont 
eat lunch. Do you know, Mr. Davis? I thought about half the chil. 
dren had some lunch available. 

Mr. Micuet. But they do participate in the milk portion ? 

Mr. Wetts. Even where you have the school lunch program, you 
have kids carrying their lunches to school. I think about half the 
schoolchildren had the school lunch program available to them. 

Mr. Davis. Two-thirds, Mr. Wells. It is available in schools jn 
which two-thirds of the children of the country are enrolled. Of 
course, this is an average participation figure. During the year, the 
number of individual children who participate intermittently in the 
lunch is much greater. 

Mr. Horan. I would like to have this figure of 10.1 million and 
10.8 million clarified. 

Mr. We ts. This is average participation. I think we ought to 
put a statement in. 

Mr. Horan. I wish you would at this point, because I am very much 
for this lunch program, and I think everyone else is. And, partict- 
larly, the children who come from broken homes, who may be in 
school, and may not have any breakfast before they left. 

(The information referred to follows :) 


Monthly school lunch program participation 


1958 1959 
estimate 


Monthly average September-June | 10,134, 721 10, 850,00 
Peak month ; 11, 492, 320 | 12, 300, 00 


As many children participate only intermittently, the gross total of different 
children participating would exceed the above figures. According to the Office 
of Education, the estimated enrollment in elementary and secondary schools for 
school year 1957-58 was 38.3 million, and for 1958-59 was 39.1 million. It is 
estimated that approximately two-thirds of the children were in schools in whith 
the school-lunch program is available. 

Mr. Santancero. Will the gentleman yield ? 

Mr. Horan. Surely. 

Mr. Santancero. Of course, you say it might not be in in this com- 
mittee. But don’t forget, you are distributing a couple of hundred 
million dollars of farm products which normally might not be dis 
tributed. You are educating the children, and it also might be con 
sidered as a defense program, because you are preparing some of them 
to qualify for the Army. So you don’t want to put it in the Defens 
Department. 
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Mr. Wetts. We think next year we will pass the billion dollar mark. 
The largest portion of that comes from the children and their parents. 


DONATIONS OF PRICE-SUPPORTED COMMODITIES 


Mr. Micnex. On the same train of thought, the school lunch pro- 
gram, do I understand this hundred million dollars, includes the 
roughly $74 million of donated—commodities or exclusive of them? 

Mr. Mitier. That is exclusive of the donations of surplus com- 
modities. 

Mr. Micuex. All right. In this $74 million of donated items, we 
fnd butter, cheese, dried milk, beans, wheat flour, cornmeal, and rice. 
So there are seven. 

Mr. Miter. There could be less and there could be more, Congress- 
man. As our inventories fluctuate, that is. 

Mr. Micuen. Now, are these particular items distributed throughout 
the country pretty equally? In other words, take for instance, dairy 
products ; butter, cheese, and dried milk. Is there a wider distribution 
of these in the dairy States of Wisconsin and New York, or does most 
of theses commodities go to the nondairy States? 

Mr. Wetts. First of all, Mr. Michel, these items which the CCC 
has in surplus and is able to donate, we give first priority to the school 
lunch program in donating them. Secondly, they are donated in 
response to requests from the State school lunch directors. In other 
words, we don’t tell them you must take this much—they say we would 
like to have this much—although we do in all fairness have rules as to 
maximum amounts which we suggest to them as about as much as you 
can put into a school-lunch program. 

Now, your last question let me refer to Mr. Howard Davis, and 
se if he knows whether the dairy States request more than the non- 
dairy States. 

Mr. Davis. I wouldn’t want to be held specifically to this, but 
there have been cases where the dairy States have requested less of 
the dairy commodities than some of the other States. But, by and 
large, it depends on how well the schools are able to utilize the com- 
modities. And. as Mr. Wells has said, we give them whatever they 
ask for, as long as we have enough to give. 

Mr. Micuet. I would, frankly, expect that someone who is further 
away from the dairy region would purchase dairy foods through the 
school lunch program, and get the benefit of cheaper cost by virtue 
of the Government picking up the tab for the transportation cost. 

Mr. Wetxs. There would be a tendency for the children in the dairy 
region to have more dairy products at home, too. 

Mr. Micuen. Right. Now, would you provide for the record the 
requests by States of those particular items 

Mr. Wetts. You really want the amounts supplied ? 

Mr. Micnex. Right. 

Mr. Weis. And the number of children and the amount per child? 

Mr. Micuen. Right. 

Mr. Weis. We can do that. We will pick a representative period 
and tell you how much was shipped and about what the participation 
was per child. 
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(The information referred to follows:) 


Quantity of dairy products distributed to schools, fiscal year 1958 
(Thousands of pounds] 





State Butter Cheese Nonfat 
| dry milk 
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Note.—Since data are not available on the beginning and ending inventories of these com 
schools in the States, the amounts distributed may not coincide with actual use during the year, 
data by State on number of children at in the program in the peak month of fiscal year 195m 
reflected later in this record. Because of lack of comparability in the data, calculations on a per ag™ 
basis have not been made. 
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Mr. Lennartson. That can be done. 
(The information referred to follows :) 


fiscal year 1958 
(Thousand dollars] 





Beans 
canned | canned 


Cherries | Peaches 






canned 


Peas |Tomatoes/Total cost 


Mr. Lennartson. No, the list of section 6 items is not long. I 
could name them here. 
Mr. Micuet. Roughly, it is how many items? 
Mr. Lennarrson. Eight items. 
Mr. Micuxz. Would you supply a list of those for the record. 

And then would you break that down by States as to how that is 


National school lunch program—Cost of section 6 commodities distributed to schools ' 








District of Columbia... ___._.-- 


9 2 2 

4 1 1 
255 37 43 
280 41 49 | 
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Missouri. _- 


Nevada ___ ; 
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New Mexico _.___ 
New York. _. 


North Dakota 
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4 5 
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1 1 | 
3 4 | 
13 16 
5 6 
67 79 | 
51 60 
5 6 
48 56 
7 21 
12 14 
45 54 
21 26 
3 3 
27 32 
4 4 | 
34 40 
50 61 
8 10 
2 2 | 
30 36 
3 1 
17 22 
15 18 
18 22 

| 2 2 | 

| 1, 053 1, 261 
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5 55 
11 91 
2 16 
5 41 
21 185 
8 71 
106 930 
82 735 
a 71 
R4 667 
28 243 
19 168 
72 632 
36 169 
4 37 
44 393 
5 51 
54 485 
81 701 
13 112 
3 24 
48 432 
1 9 
32 246 
25 220 
16 246 
5 34 
1,693 | 14, 802 


‘Represents total cost to the Government. Includes commodity cost and transportation on carload lots 
‘Scentral receiving points in each State. 
than $500. 
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Mr. SantanGeto. Would the gentleman yield ? 
Mr. Micuew. Yes. 


BREAKDOWN OF THE SCHOOL LUNCH APPROPRIATION 


Mr. Santancew. The $100 million, as I understand it, of actu 
money, part of that is for the purchase of items of food by the Dp. 
partment of Agriculture, and the rest of the money is distributed ty 
the States where they purchase their own foods, is that correct? 

Mr. Mitter. The $100 million all goes to the States. 

Mr. Lennartson. No, excuse me, 

Mr. Miter. I am sorry. 

Mr. Micuet. Let’s have a clarification. 

Mr. Hotmaas. $83.6 million of the $100 million goes in terms of 
cash assistance. Then the section 6 money, which is approximately 
$15 million goes in terms of commodities that are procured and dis. 
tributed from the national level. The remainder of the $100 milli 
goes for operating expenses. 

Mr. Micuet. Is that roughly $98.6 million, then, distributed to the 
States on the basis of what kind of formula? Population only? 

Mr. We ts. No, the law provides that the cash contribution shall 
be distributed in proportion to school-age population and inversely 
to income per capita in the States. It has two factors to it. The lov 
income States—low income per capita—get proportionately more, in 
relation to the school population. 

Mr. Micuet. Can we have that list in the record by States, as to 
which State actually in a sense then is getting more on the basis of 


per capita income, or at least in that order, if you get what.I mean! 
Mr. We ts. Yes. 
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(The information referred to follows :) 


NATIGNAL ScHooLt Luncow Act 
(Public Law 396, 79th Cong., June 4, 1946, 60 Stat. 231) 
APPORTIONMENTS TO STATES 


aso. 4. * * * 
* * - > * * x 


Apportionment among the States shall be made on the basis of two factors: 
(1) The number of school children in the State and (2) the need for assistance 
in the State as indicated by the relation of the per capita income in the United 
States to the per capita income in the State. The amount of the initial apportion- 
ment to any State shall be determined by the following method: First, determine 
an index for the State by multiplying factors (1) and (2); second, divide this 
index by the sum of the indices for all the States; and, finally, apply the figure 
thus obtained to the total funds to be apportioned. For the purpose of this sec- 
tion, the number of school children in the State shall be the number of children 
therein between the ages of 5 and 17, inclusive; such figures and per capita in- 
come figures shall be the latest figures certified by the Department of Commerce. 
For the purposes of this act, “school” means any public or nonprofit private school 
of high school grade or under and, with respect to Puerto Rico, shail also include 
nonprofit child care centers certified as such by the Governor of-Puerto Rico. 
Ifany State cannot utilize all funds so apportioned to it, or if additional funds 
are available under this act for apportionment among the States, the Secretary 
shall make further apportionments to the remaining States in the same manner. 

* * * * * * o 


Following is the initial apportionment by States of funds available for the 
national school lunch program, fiscal year 1958, which reflects the application of 
the formula to the cash payment portion of the $100 million appropriation: 
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Mr. Santanceo. Last year you had this in the justification sheets 
Do you have it this year? 

Mr. We ts. Yes, the apportionment formula for the current yea 
is in the justification. I was wondering if we could give you a cop. 
solidated table, which would show, first of all, the cash allotmen; 
to the State, which they proportion out to the schools themselves, and 
the formula which it is based on. 


COMPARISON OF FEDERAL AND STATE CONTRIBUTIONS TO THE PROGRAM 


Mr. Micuet. To go one step further, what I am really trying t 
get at, in addition, is how the States are comparing relative to their 
own State contribution. We talk here in terms of some States doing 
more. And this is a problem which I know Mr. Horan and I ar 
particularly interested in. 

Mr. Wetts. We can show first the Federal contribution. That we 
can break down into the cash contribution and the so-called section 
6 commodities. These come out of the school lunch appropriation a 
the rate of about $15 million a year. If the other data can be shom 
by State for the current year, we can also for this year, take the esti- 
mated distribution of the $35 million of section 32 transferred to section 
6 for the general purposes of section 32. Then, we can take the C0( 
commodities, and then if there is any free section 32 commodities, we 
can put them in also. Then we can show the total Federal contribt- 
tion. And then we can show the total contribution of States, munic- 
palities, children, and parents. And you would like the Federal o 
the State as a proportion of the total. 

I think we could do it in one table, if you don’t ask us to spell it 
out commodity by commodity. 

Mr. Micuet. Right. Make it a composite. 

Mr. We tts. This will give you the dollar values. 

(The information referred to follows :) 
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Comparison of Federal and State financing of the schooi lunch program for the fiscal 
year 1958 } 



























































| 
Sec. 6 | | Federal 
com- | Donated! Federal Federal | State and Total, contri- 
State modity ! commod- cash contri- local fi- Federal | butions 
: distri- ities 3 appor- butions nancing | and State] as per- 
= tionment‘ total 6 = 
} Ds e te Nak ate om es | 
a Md ee al ys 3 3. eile: §28 eke 9, 181, 818 28 
' 52, 144|$2, 238, 109|$2, 663. 565| $5, 353, $18/$13, $28, N00}$19, 181, Bis 
—--- ie whe e786" 38 239" “SB, O45 103, 9421 317,0001 420° 942 25 
— : : 127,981| 699,468} 582,965] 1,410,414] 5,067,000] 6, 477, 414 22 
Arizona ; | 259, 292} 1, 533, 480! 1, 703.507! 3.498.279! 6. 963 000} 10, 459. 279 33 
Californi 728, 792| 4, 831, 944| 4, 384, 677| 9, 945, 413] 45, 475. 000] 55, 420, 413 18 
indo. “"] 130; 182) "708, 096) "734, 648] 1,572, 926] 5, 559,000] 7, 131, 926 22 
Ree csteass 144, 761| 1,003,647] 672, 2331 1/820, 641| 8,795,000] 10,615, 641 17 
ea 20,586} 131, 316 116, 671) 258, 573} 1,910,000) 2, 168, 573 12 
tof Columbia__.___- | 9,728} 1 309| 193,820/ 295,357] 1,318,000] 1,613,357 18 
Fonda. ato | 583.706) 1, 948, 890} 1,689, 800] 4, 172, 396] 22, 735, 000} 26, 907, 396 15 
oo . 7 | 592, 607| 2) 403. 8 6| 2,661,750] 5,658. 253] 19; 879, 000] 25, 537, 253 22 
MT oct scene " 539 9,665} 7.830] ' 18,034 37,000] 55, 034 33 
qawait ooh sees 125,646) 437,453 201, 932) 855. 031 5, 701, 000) 6, 556. 031 13 
Lee ra ; 74,720} 304,185! 409,110! 788,015! 2,368,000! 3, 156,015 25 
Mlinois.- : 542, 360} 2, 924, 883| 3, 165, 343] 6, 632, 586| 30, 615, 000) 37, 247, 586 18 
Indiana : 370, 162] 2.026, 106] 1,920,115] 4, 316,383] 18,092,000] 19, 408. 383 22 
— ~_.| 295, 859} 1, 303 070| 1, 437,504] 3,036, 433} 11, 657,000] 14, 693, 433 21 
Sens i 5 174, 575] 1,222, 407) 1,015, 492) 2, 412,475) 6, 800,000) 8, 912, 475 27 
Kentucky __ : 405, 843| 1, 754, 300] 2.338.198! 4, 500, 370! 12. 590; 000! 17.090. 370 26 
eT Z ‘ 690, 762! 3,574,738] 2.110, 568} 6, 376,068] 29, 230, 000} 35. 606, 068 18 
=" ite “"| “76! 497] "421,595! "495.9921 994.084! 2° 018,000! 3, 912,084 25 
ied 7 197, 066| 491; 268] 1,084, 692| 1,772. 026] 13,092, NON} 14: 865, 026 12 
Massachusetts... 208, 064! 1,947,655} 1, 728,957] 3, 914, 676| 20,047,000] 24, 021, 676 17 
EE 7. Tae eet 293, 887, 2,645,121! 2.901.423! 5.940, 431! 21. 832. 000) 27,772, 431 21 
SER. <-<571-cannels | 365, 862| 1, 395, 485| 1, 680,979| 8, 392, 326| 12, $85, 000) 16, 277, 326 21 
Mistssippi..--sos-szwzwz777_] 30s, 513] 1.202. 481, 2.309, 0201 318700251 7,960,000) 11; 830.025 33 
sr | 419, 552! 1,419. 759] 1.835, 795| 3,675, 106] 17, 205, 000| 20, 880, 106 18 
net haes | 54,614) 200,397) 306.345, 621,356, 1,881,000} 2, 502. 356) 25 
BME coo ct gees ts | gy 490, 883,306! 740,820 1,415,416 4,005, 0001 5.420. 616! 26 
—/. hatone t<candaaae 16,550} 8,522] 75, 826] 150,898} 570,000| 720, 898 21 
New Hampshire...-..--.--.. 41,364] 322.772! 260,065 624,202! 1,874,000! 2, 498, 2n2 25 
lees ..... 2 lice 184) 800| 1, 449, 402] 1,715, 838| 3, 350, 040| 11, 238, 000| 14, 588, 040 23 
New Mexico.-...------------ 70, 738| "626, 597) ' 562,849) 1, 260, 184) 2, 780,000) 4, 040, 184 31 
New York.........-....--. “7] 999; 665) 4,020; 1491 5, 155, 534) 10; 105, 3411 56,972, 000| 67, 077, 341 15 
North Carolina__...---.-..- 735, 533) 2, 665, 142| 3, 447, 163) 6, $47, 838] 20, 779, 000) 27, 626, 338 25 
Nor ite te eens | 70,879} 402,961] 449. 401| | 923,241) 2,095,000] 3, 018, 241 31 
One penne sts 067, 308 3, 435, 903] 3, 523, 781| 7, 627, 080 31, 315, 000) 38, 942, 080 20 
OUNNINS.......-- <n cccccce.” 243. 300| 2, 021, 460] 1,316, 504) 3,581,264, 7,582,000] 11, 183, 264 32 
nticcisancscnapanclite 167,699] 749,556] ' 769,017] 1,686,172] 6,454,000] 8, 140, 172 21 
Pennsylvania.-.--.---------- 631, 671| 2, 943, 982| 4, 565,605] 8, 141, 258) 31, 540, 000) 39, 681, 258 21 
Puerto Rico wn seeceseeee....| 169, 535) 2, 129, 501! 3,061,081! 5, 360, 117) 6, 111,000 a 7h Bit 47 
Mem is tos ‘ 9,318| 313.174] | 649,803] 1, 947, , 
fouth Cacolina.7---------~~"] gam onal 1,908 70] 2,178 ooo 4, 411 $55 11,054 000 16.065 855] 2 
; 50,877| £14,737| 492,279] 1, 057, 8¢ ' 438, , 495, 89% 
oa. eh BAN ee 970| 2 320 573| 2, 548, 605| 5, 354, 148) 15. 198, 000] 20, 552, 148 26 
eS ee 701, 284 3,670,071! 4. 754, 226| 9, 125, 581! 26, 372; 000| 35, 497, S81 128 
erritories.......-...... ones. 26, 388|...-...---. ; 
deabeaninn eee eae ‘re ear sea" iii 144) 1,304,699) 3,834,000] 5, 138, 699 25 
Men. 111-1. tl dL 247042} 116.554! 214,071| 354,667| 1,026,000] 1, 380, 667 26 
Virgin Islands....--------.-.. 9,569} 33.30%] 34,577 77,451| | 142,000} 219, 451 35 
eg tet Trost 432° 230| 1, 957.739 2,080,565! 4,470, 534! 18, 139, 000! 22, 609, 534 20 
Washington..._.............. 245, 696| 1,207) 148] 1, 100,005] 2, 642,849] 10, 662, 000} 13, 204, 849 20 
West Virginia................| 219, 677] 1, 421,75] 11539336] 3,180,768} 6,726,000| 9,906, 768 32 
iseonsin. 2-22-2222 222-| 2481 605] 1,302. 573] 1,760,714] 8,398,952] 9, 867" 000 13, 265, 952 26 
a 34,339} 106,409) 160,065) 300,813) 1,192,000) 1,492,813 20 
MO oss 45555455-K [I 802, 256/75, 961, 833/83, 830, 000/174, 594, 089/634, 868, 000/809, 462, 089 22 
i | i 








' This is the latest year for which complete data are available. f 
*Commodities procured from the $100,000,000 school lunch appropriation are distributed pursuant to 
tec. 6 of the National School Lunch Act. ; S ss : 
‘These include commodities acquired under price support programs by the C ommodity oe : — 
ration and donated to schools pursuant to sec. 416 of the Agricultural Act of 1949, as amen¢ ec oa io i 
Modities acquired and donated under autherity of sec. 32 of the Agricultural Adjustment Act of Aug. 24, 


1935, as amen¢ 


led. 


‘Does not include cash payments under the special milk program. 


‘Includes contributions from the several sources within the States 


tibutions, other local contributions, and payments by children. 





State and local government con- 
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Mr. Micuext. My next question, then, concerns prices of lunches, 
The figure of 10 cents per lunch, or 1014 cents per lunch, was mentioned 
earlier, I believe. 

Mr. Wetts. Yes, sir. 


PRICES CHARGED FOR LUNCHES 


Mr. Micuex. Have you got an average figure throughout the coun. 
try of what the schoolchildren are being charged for a lunch ? 

Mr. Davis. 25 cents per lunch is the average. 

Mr. Micuet. In other words, in schools participating, the Federal 
Government is picking up the tab for roughly 40 percent ? 

Mr. We ts. Oh, no. 

Mr. Micuet. 10 cents out of 25 cents. 

Mr. Davis. No; the Federal contribution helps reduce the pric 
down to 25 cents. 

Mr. Micuet. Do you have any kind of tables or figures that would 
show how that cost per lunch varies throughout the country ? 

Mr. We ts. I think we can get it by States. 

Mr. Micuet. Would you furnish that list for the record by States 
as to what schoolchildren are being charged ? 

Mr. Davis. I might just caution on that one. The charge varies by 
school. You might get averages by States. I don’t know how signif- 
icant it would be. But each school system runs its own school lunch 
program the best way it knows how, including determining what they 
have to charge the student, so that the price will vary from com- 
munity tocommunity. In Arlington, it is 39 cents, and in the District 
of Columbia it is 27; down in the southern part of Virginia it might 
be as low in some communities as 20 cents. 

Mr. Micuex. Well, maybe I better amend that request. 

Mr. We ts. I think we can give you State averages. 

Mr. Hotmaas. Could I suggest this?) On page 69 of the justifica- 
tion notes, we have a breakdown which, in addition to showing the 
Federal cash payments, section 6, and the donated commodities, and 
also shows separately the totals of the State and local Government 
contributions, the other local contributions, and the estimated payment 
by children. Now, as I understood your request, if this were broken 
down for each State in this same general pattern, and the number 
of participating children shown, it would answer your question. | 
believe we can take the various parts of the program and break it down 
by State. Can we do that, Mr. Davis? This would answer the basic 
question of comparisons by State of the payments by children—which 
should reflect the pattern of State by State variances in average prices 
charged for lunches. 
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Mr. Micupr. And then we would recognize it would be an average 
for the State ? 

Mr. Davis. Yes, sir. 

Mr. Hotmaas. And we could supply that for the record. 

Mr. Micuex,. Would there be a possibility of also including the 
extremes in each State, lowest and highest ? 

Mr. Wetts. I doubt if we know what they are. In every State, 
there are children who get free lunches, in many schools. The extreme 
is always no charge, for particular children, not for a whole school. 

Mr. SANTANGELO. Will the gentleman yield? With respect to your 
inquiry, a State like Louisiana, which subsidizes the program to a 
greater extent that the other States, because they make a larger State 
contribution and they get a better school lunch program than the other 
States do—so that even though you might get your figures, you will be 
getting school lunches which would vary, and the type of food which 
varies. So even if you get the average price, you would be comparing 
unequal things. You will be comparing prices without any knowl- 
edge as to the type of lunch program that is being served. 

Mr. Micuet. That is true. 

Mr. Santancero, I did find out the State of Louisiana makes the 
greatest contribution of any State, and they give a better school lunch 
than any other State. So, if you want the analysis, you can have it. 

Mr. Wetts. You also have the differences in eastern Kentucky, for 
example. The people who prepare the school lunches draw very low 
wages. In the other places, you pay relatively high costs for cooks 
and services. But, nevertheless, I think the difference between States 
is of some interest. 

Mr. Micuex. Well, if we simply break it down by States to form 
some pattern, that will serve my particular purpose. And then I can 
in turn correlate with that these other variances throughout the 
country, average labor costs, et cetera. 

Mr. Wetts. We would be very glad to have someone from the school 
lunch program sit down with you and go through this. 

(The information requested follows :) 
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NATIONAL ScHooL, Luncw PROGRAM 


Estimated income from sources within States, fiscal year 1958, and participation in 
December 1957 


| 
Estimated income from sources within States, fiscal 
year 1958 Number of 
SA et ee 
State Participating, 
Children’s State and Other local December 
payments | local govern-| contribu- 1957 
for lunches | ment contri- tions 
butions 


Alabama $13, 828, 000 $11, 964, 000 $418, 000 $1, 446, 000 
317, 000 239, 000 14, 000 64, 000 
Arizona 5, 067, 000 3, 641, 000 484, 000 942, 000 
Arkansas 6, 963, 000 6, 223, 000 162, 000 578, 000 
45,475,000 | 33, 957, 000 6, 042, 000 5, 474, 000 
5, 559, 000 4, 049, 000 244, 000 1, 266, 000 
Connecticut 8, 795, 000 6, 681, 000 755, 000 1, 359, 000 
Delaware 1, 910, 000 968, 000 231, 000 711, 000 
District of Columbia! 1, 318, 000 332, 000 304, 000 682, 000 
ES iach o c\ptbiistegmuaeinen sot 2, 735, 000 19, 132, 000 2, 167, 000 1, 434, 000 
Georgia 9, 879, 000 17, 532, 000 433, 000 1, 914, 000 
37, 000 34, 000 0 3, 000 
5, 701, 000 3, 745, 000 659, 000 1, 297, 000 
2, 368, 000 | 2, 040, 000 37, 000 291, 000 
30, 615, 000 27, 251, 000 1, 376, 000 1, 988, 000 
, 092, 000 13, 052, 000 91, 000 1, 939, 000 
. 657. 000 9, 784, 000 46, 000 1, 827, 000 
3, 500, 000 6, 000, 000 38, 000 462, 000 
Kentucky 2, 590,000 10, 80!, 000 349, 000 1, 440. 000 
Louisiana 9, 230, 000 7, 950, 0CO 19, 788, 000 1, 492, 000 
2, 918, 000 2, 333, 000 215, 000 370, 000 
Maryland 3, 092, 000 7, 420, 000 1, 812, 000 3, 860, 000 
Massachusetts................-.. , 047.000 13, 114, 000 5, 354, 000 1, 579, 000 
I ie eee , 832, 000 14, 91¢, 000 1, 735, 000 5, 187, 000 
Minnesota 2, 885, 000 9, 948, 000 1, 130, 000 1, 787, 000 
Mississippi , 960, 000 6, 952, 000 334, 000 674, 000 
Missouri , 20a, Ov0 13, 084, 000 423, 000 3, 698, 000 
Montana , 881, 000 1, 465, 000 240, 000 176, 000 
005, 000 2, 998, 000 160. 000 847, 000 . 
Nevada 570. 000 2, 42, 000 116, N00 
New Hampshire...............-- , 874, 000 , 402, 182, 000 290, 000 
New Jersey , 238, 000 . 335, 76, 4, 827, 000 
New Mexico . 730, 000 2. 066. 000 ; 493. 000 
I i in emtenncetantaie . 972, 000 25, 274, 000 8, 13, 630. 000 
North Carolina . 779, 000 18, 599, 000 ; 1, 874, 000 
North Dakota , 095, 000 1, 474, 000 , 
Oo , 315, 000 23, 321, 000 
582, 000 5, 813, 000 
, 454, 000 4, 805, 000 
Pennsylvania , 540, 000 20, 843, 
Puerto Rico , 111, 000 
Rhode Island , 947, 000 
South Carolina , 654, 000 
South Dakota 1, 438, 000 
5 15. 198, 000 
26, 372, 000 
3, 834. 000 
1, 026, 000 
18, 139, 000 
Virgin Islands 142, 000 
Washington 10, 562, 000 
West Virginia 
Wisconsin 


we 
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& eBhpo- 
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235, 000 
83, 623, 000 
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! Dataf or the District of Columbia includes participation in the type C, or milk only, lunch authorized 


_ the national school lunch program. Reimbusement for this type has been discontinued in the othe 
a ° 
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NATIONAL ScHooL LuncH PROGRAM 


Price charged children for lunches (weighted average price and most frequent prices 
charged), fiscal year 1958 } 


Neen eee ee ce ean nnn nnn nnn nn 


Weighted Most Weighted Most 
average frequent average frequent 
price prices price prices 
charged 2 


RRBRRRNVSRRSeeLesE 


New Mexico 
New York....- 


_ 
= 
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Connecticut 
District of Columbia 


Pfty> 
= 


2 
7 


South Dakota. 
Tennessee 
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8 


8 


Kentucky 
Massachusetts 
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S101 00 BO ATID T0000 OO 


BBESSRSSSRSRBRRSRS 


NICOL DOK KN NH HAI 0 0 


ot 


$3 be 


United States 


~ 
nw 


! Data based on a survey in 32 States during fiscal year 1958. No data available for schools in other States, 
‘Most frequent prices charged children for lunches by schools surveyed. For those States in which 
2different prices occurred most frequently, both prices are shown. 


Mr. Horan. Mr. Chairman, could I inquire why apples are not on 
this list of section 6 foods? Are these prior year listings? 

Mr. Lennartson. We bought substantial quantities of apple prod- 
uts in terms of applesauce and sliced apples, which they used for 


the making of pies and desserts, rather than the apples themselves. 
Mr. Horan, It isan awfully good product. 
Mr. Narcuer. The committee will recess until 10 o’clock tomorrow. 
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Fray, Marcu 6, 1959. 


MARKETING RESEARCH AND SERVICE 


Program and financing 


Seen ncn RES ee 


Program by activities: 
Direct obligations: 
1, Marketing research and agricultural estimates: 
(a) Marketing research. See 
(b) Economie and statistical analy sis___ 
(c) Crop and livestock estimat 


Total, marketing research and agricul- 
tural estimates 
2. Marketing services: 
(a) Market news service 
(6) Inspection, grading, classing, and standard- 
ization 


(c) Freight rate services........--.------------- 


(d) Regulatory activities___- 
(e) Administration and coordination of State 


Ns oe udbsaibacanshngisndunwen spans | 


Total direct obligations_.................- 


Reimbursable obligations: 
2. Marketing services: (6) 
ing, and standardization 


SONI ee asa uiec wean usbent 


Financing: 
Advances and reimbursements from other accounts 
Unobligated balance no longer available 


New obligational authority 
New Obligational authority: 


Appropriation 
Transferred (72 Stat. 243) from— 


**Conservation reserve,” soil bank programs---....--- 


“Reimbursement to Commodity Credit Corporation 
for advances for grading and classing activities’’ 
“School lunch program”’ 


Transferred to “Management and investigation of | 


resources,”’ Bureau of Commercial Fisheries, De- 
partment of the Interior (70 Stat. 1119) 


Appropriation (adjusted) 
Proposed supplemental due to pay increases 


Inspection, grading, class- 


1958 actual 


$7, 196, 534 
1, 570, 498 
5, 701, 759 


14, ee, 791 


1959 est ims mate] 


$7, 460, 100 
1, 643, 400 | 
6, 173, 811 


15, 277, 311 | 


1960 estimate 


— 


$7, 450, % 
1, 643, 40 
6, 333, 





4, 395, 189 
168, 357 

2, 094, 065 
64, 8846 


15, 814, 156 


9,091, 659 | 


4, 658, 297 ot | 


15, 209, 970 
190, 990 

2, 293, 515 | 
70, 195 | 


22, 422, 967 


4, 977,87 
18, 598, 08 





30, 282, 947 


2, 361, 100 





37, 700, 278 | 


| 
2, 774, 585 





32, 644, 047 
—2, 361, 100 


30, 504, 600 


40, 474, 863 





$29, 691, 600 
771, 206 


11, 427 
35, 367 
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Object classification 


1958 actual | 1959 estimate | 1960 estimate 





ee eccntchsnimetions 
Total number of permanent positions 5, 938 
Full time equivalent of all other positions 340 
Average number of all employees. .....-......- 5, 092 
Number of employees at end of year 5, 246 
Average GS grade and salary 
Average salary of ungraded positions 3, 99 4,191 
Personal service obligations: 
Permanent positions $22, 282,616 | $28, 049, 785 $31, 003, 235 
Positions other than permanent 893, 334 1, 268, 800 1, 320, 565 
Other personal services 175,784 484, 300 619, 900 
Total personal service obligations 23, 351, 734 29, 802, 885 32, 943, 700 
Direct obligations: 
01 Personal services 21, 597, 205 27, 753, 145 30, 893, 960 
02 Travel 1, 565, 255 2, 213, 400 2, 502, 340 
et CNT OEIY OR GEN oo coo ccinncnancnecunaceseus 232, 363 336, 100 385, 200 
#4 Communication services 1, 748, 600 2, 302, 400 
05. Rents and utility services 242, 900 209, 400 
0 Printing and reproduction 581, 800 581, 900 
07 Other contractual services 22, 6 1, 281, 000 1, 381, 500 
Services performed by other agencies 29, 13 844, 000 844, 000 
08 Supplies and materials 531, 800 547, 900 
09 Equipment 1, 339, 800 387, 000 
10 Land and structures 5 5 20, 000 12, 000 
ll Grants, subsidies, and contributions . 06 1, 747, 333 1, 940, 600 
13 Refunds, awards, and indemnities 18, 400 19, 800 
15 Taxes and assessments 42, 000 52, 000 
> an 
2, 060, Total direct obligations 37, 700,278 | 42, 060, 000 
2, 774, fi Reimbursable obligations: 
dois 01 Personal services 1, 754, 529 2, 049, 740 2, 049, 740 
4, 834, fi aa a i ai ia a le ates al T ws cecinnintinabioigdittasienaabacinid 199, 458 223, 000 223, 000 


03 Transportation of things 69, 850 103, 000 103, 000 
04 Communication services 77, 244 94, 000 94, 000 
05 Rents and utility services 20, 022 25, 000 25, 000 
0 Printing and reproduction 19, 949 25, 000 25, 000 
07 Other contractual services 16, 712 17, 700 
6, 024 6, 000 

55, 014 F 71, 245 

09 Equipment.._....._. nlescadatenih india’: aM tae g 3, 46, 100 
11 Grants, subsidies, and contributions , 102, 000 
13 Refunds, awards, and indemnities H 1, 000 
15 Taxes and assessments 10, 800 


Total reimbursable obligations 2, 774, 585 
Total obligations 40, 474, 863 44, 834, 585 
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Mr. Wuitten. Gentlemen, we will come to order. 

In connection with “Marketing research and service,” I would lik 
to have pages 5 through 7 of the justifications included in the recon 
at this point. 

(The pages referred to follow :) 


Marketing research and service 


Marketing 
research and | Marketing 
agricultural services 
estimates 


Appropriation act, 1959_. ata 
Proposed supplemental, 1959, for: 
on od on anaes nkeneehwe en 1, O82, 311 1, 763, 967 2, 846, 
NL NN on cuties optinnabernswencenese 170, 000 | 1 311, 000 an 


Base for 1960. necececneccnecerceczucececeec--e---| 15,447;-311 | 93,783,907| Re 
Budget estimate, 1960...........-.-..------------------------] 15,437,000 | 26,623,000 | 42, 060, 


Increase (-+) or decrease (—).----- | 10,311 | +3, 889, 033 | +3, 878, 12 


w-ae-ee-------| $14,195,000 | $20,659,000 | $34, 854,0m 


1 The cost of AMS mailings was increased, effective in fiscal year 1959, by the general increase in postal 
rates provided by Public Law 85-426. Over 88 percent of AMS mailings are concentrated in 2 activities 
that could not absorb the increased costs without necessitating curtailment of important marketing work 
(crop and livestock estimating and the market news service). Further, the general average of 3344 percent 
increases in mailing costs does not apply to AMS, where between 75 and 80 percent of mail is 3d class (in- 
creased 50 percent for the Ist 2 ounces). To provide for the necessary increase in the 1959 appropriation, 
the 1960 budget reflects an anticipated supplemental appropriation of $481,000; for comparability with the 
1960 estimate, the additional amount needed in 1959 has been included here in the base for 1960. 


Summary of increases and decreases, 1960 


Marketing research and agricultural estimates: Decrease due to 
providing a direct appropriation to the General Services Adminis- 
trar‘on for certain leasing costs previously paid from this appro- 
priation 


Marketing services: 
To cover higher rates on leased teletype facilities for market 
I rd iii ctccraberianm nam are UNI aeila line +45, 000 
To provide service under the Poultry Products Inspection Act 
A a a +38, 385, 000 
To permit more effective administration of the Packers and 
Stockyards Act 
Decrease due to providing a direct appropriation to the General 
Services Administration for certain leasing costs previously 
paid from this appropriation 


Subtotal 
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Project statement 
Fret AE SS SNSONOnT 


Project 1958 | 1959 Increase or 1960 
(estimated)| decrease | (estimated) 


1, Marketing research and agricultural estimates: 
(a) Marketing research: 
(1) Market development § . a 
(2) Market organization and costs_.._.-- , 3f 5, 800 | 2, 325, 800 
(3) Improving and evaluating product 
quality 2, 576, ' 2, 495, 600 
(4) Market transportation and facilities..| 1, 587, 579 1, 661, 000 


Total, marketing research 7, 196, 534 ; 7, 459. 700 

(b) Economic ané statistical analysts: eee 

(1) Price, supply, and consumption . 876, 900 

Cy PEO WINS oon cuduniedanneennnes haan 374, 479 407, 400 

846, 7 (3) Farm population 335, 871 ; 359, 100 
«1m Total, economic and statistical | 

181.7 SIRT Ss censs Bia stibaatanwect 1, 570, 498 5 1, 643, 400 


060, om (c) Crop and livestock estimates: 

878,72 (1) Field crops ; . a, 200 
(2) Fruits and vegetables_.... : 7 
(3) Livestock and poultry...- ‘ . 

. (4) Dairy —1,000 

_ (5) Agricultural prices..........-....-..- 826, 189 —1, 500 | 

; Vork (6) Enumerative surveys, cold storage | | 

sa farm employment and wages 191, 229 —3il 

—— Total, crop and livestock esti- | 

vith the TORUUE . 0icsn sedan bb eteee nie 5, 701, 759 | 6,343,811 | —9, 911 6, 333, 900 





ee pe eae =—_ 


| 
Total, marketing research and | 
14, 468, 791 15, 447, 311 —10,311 | 15, 437,000 
Ss | | ee 


2. Marketing services: 
(a2) Market news service: | 
(1) Cotton and cottonseed , RRA 446, 400 
(2) Dairy and poultry products | . 274 | 945, 800 
(3) Fruits and vegetables 303, 1, 464, 600 
(4) Grain, hay, feed, ete . 272. 000 
(5) Leased wire service 369, 4 377. 700 
(6) Livestock, meats and wool - 71, 1, 187, 697 i, 187, 697 
(7) Naval stores 16 22, 900 22, 900 
(8) Tobacco . 2 216, 200 —1, 000 215, 200 


Total, Market news service 395, 18 4, 933, 297 +44, 000 | 4, 977, 297 








(0) Inspection, grading, classing and standard- 
ization: 
(1) Cotton and cottonseed 71, ; 2, 554, 583 
(2) Dairy products 51, 333 73, 6 73, 600 
(3) Fruits and vegetables 5, 53, 753, 200 
(4) Grain (U.S. Grain Standards seat , 96 , 03% 2, 033, 250 
(5) Livestoc k. meats and wool... ae . 195 Sli 364, 815 
) Navel e@iee. iu... csi cisncaee 33, 009 . 30, 800 
(7) Poultry products grading . 362 : 287, 000 
(8) Poultry products inspection... --....- 90, 769 . } : 10, 497, 000 
(9) Rice, hay, beans, etc... - 4 36, 712 78, 900 
(10) Tobacco 72,702 | 1, 937, 755 —12, 900 1, 924, 855 


Total. inspection, grading class- 
ing and standardization 659 @ | 15.245, 15, 245, 970 |+8, 352, 038 | _18, 508, 003 


Le West COR OVINE. «fo cece ccncsemnsccacsnes 168, 357 1), OF 190. 990 


= —= 
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Project statement—Continued 


Project 





2. Marketing services—Con. 
(d) Regulatory activities: 

(1) Federal Seed Act... [aoe ene 

(2) Naval stores and tobacco export per 
mits _. catia ah atiec a3 

(3) Packers and Stockyards Act-- 

(4) Standard Container Acts -- -- 

(5) Warehouse Act oa - 

(6) Perishable Agricultural Commodi- 
ties, Produce Agency and Export | 
Apple and Pear Act 


Total, regulatory activities 
(e) Administration and coordination of State 
payments__.-. paetbuaamsine ames See 


Total, marketing services...............- 


Unobligated balance... : ee a ae 
Total pay act costs (Public Law 85-462) -___..__-- 


Total available or estimate 


Transferred to ‘‘Fish and Wildlife Service, Department | 
of Interior”’ ae ; ae 
Transferred from ‘‘Conservation reserve, soil bank 
programs, Agriculture’’ ‘ 
Transferred from ‘‘Reimbursement to Commodity 
Credit Corporation for advances for grading and 
core activities, Agricultural Marketing Service, 
1958 
Transferred from ‘‘School lunch program, Agricultural 
Marketing Service, 1958”’ 
Proposed supplemental due to— 
ay increases Rascepee ete 
Postage cost increase --_____- 


1958 


$283, 549 
18, 27 
940, 149 


11, 694 
815, 003 


25, 400 


2, 094, 065 


64, 886 
15, 814, 156 
221 653 
[1, 632; 101] 


38, 181,278 |+3, 878, 722 


30, 504, 600 


(estimated) 


| Increase or 
decrease 


1959 


$288, 100 |. 


19, 600 
1, 085, 315 
12, 600 
862, 500 


25, 400 
2, 293, 515 


70.195 


"22, 733, 967. 
” [3, 081, 095] 





“14344, 00 


1960 
(estimated) 


2, 786, 515 
70, 195 
26, 623, 000 


0} | (3, 425, 095] 





+5, 000 


—771, 206 |...--- 


—11, 427 


—35, 367 





Total appropriation 


—2, 846, 278 
—481, 000 


29, 691, 600 | 34, 854, 000 


INCREASE IN LEASED WIRE CONTRACT RATES 





Mr. Wuirren. I notice in your statement with regard to leased 
teletype facilities, there is an increase in the cost of the service. Is 
that determined by the regulating bodies that set those costs ¢ 

Mr. Lennartson. That is right. This increase results from the fact 
that the Federal Communications Commission last December ap- 

roved rate increases which resulted in an 18 percent increase in rates 


or our leased wire contract. 
they are increased accordingly. 


It becomes automatic in our costs and 


This year you may desire to insert a map of this leased wire system 


in the record in support of that. 


Mr. Wurrten. I will be glad to have that done. 


(The map follows :) 





MARKET NEWS OFFICES AND TE 


68. GRO eee eee 4 6 eee ee 


LETYPE SYSTEM,]!1958 
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LEASED WIRE AND WEATHER FORECAST INFORMATION 


Mr. Wurrten. I have received a request made by a radio station 
in my own district for the weather service which is now provided for 
the Delta area. Funds for this service were appropriated last year by 
the committees dealing with the Commerce Department. 

I have discussed it with them as to whether the same service could 
not be rendered to Winona, a station which covers a considerable part 
of the same area, plus other agricultural areas. 

Where you have a weather station in the same area where news js 
disseminated for agricultural purposes, are you in that picture at all, 
or is that handled entirely by the Department of Commerce? 

Mr. Lennartson. Weare not in any way connected with that servic 
with respect to this leased wire system, Mr. Chairman. These drops 
in our leased wire system go into the principal market news offices, 
We assemble market news information from our many offices and dis- 
seminate market news back to them over this leased wire system. We 
work diligently with radio stations, newspapers, and other media to 
get the current market information immediately off of these drops 
and to the radio stations, to the newspapers, and so on for dissemina- 
tion to the public. 

Mr. Wuirren. Do you spend any money transporting information 
or communicating information from that point to other points? 

Mr. Lennartson. Only as they are connected with this system. We 
do not spend any money on equipment or leased wire to get the infor. 
mation to the newspapers and other public media. They are alerted 
as to what time the releases will be available, and they disseminate the 
market news without additional cost to the Government. 

Mr. Wuirren. Do you limit yourself to the office where the infor. 
mation is available? 

Mr. Lennartson. That is correct, except insofar as our information 
people are concerned. They are contacting radio and TV stations and 
newspapers continually, to determine whether our service is adequate, 
timely, and how we can make it more concise and useful. 

Mr. Neweuu. Mr. Whitten, I wonder if you are referring to the 
weekly weather crop reporting service that is provided out of the crop 
reporting office? 

fr. Wuirren. No. The appropriation for the Commerce Depart: 
ment last year provided $50,000, I believe, for weather forecast infor- 
mation to be made available. I believe that Cleveland and several 
other towns in my area had the need for that, because of the amount of 
cotton, insecticides used, and the expense involved. Adjacent radio 
stations are desirous of having the same information made available to 
them. They have been told that they would have to pay the teletype 
costs. 

Although this is financed by another department, the purpose of 
it is to get weather information out for agricultural use. I was 
asking as to whether the Agriculture Department in any such case 
paid teletype costs to get it from such source to any other station ? 


‘Ontair 
arch 
tttachs 
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COST OF LEASED WIRE CONTRACT 






















































Ol How much are you spending now for leased teletype facilities? 
for Mr. Lennartson. I think we are spending in the neighborhood of— 
by Mr. Holmaas, do you have that convenient ? 
Mr. Hotmaas. The contract—I want to amend this later, perhaps— 
id | isaround $250,000. 
art Mr. Wurrren. Do that, and also include in the record a copy of the 
latest order order of the Federal Communications Commission which 
3 ji caused you to have to increase the amount paid. 
all, (The information requested follows :) 
Prior to the rate increase, AMS was spending $252,481 for the market news 
ree jeased teletype facilities. 
0 Revised -tariff schedules were authorized by the special permission granted by 
Ps the Federal Communications Commission in its letter of October 29, 1958, to the 
Ces, American Telephone & Telegraph Co., for increases in rates in connection with 
lis- private line service and channels under consideration in Federal Communications 
We § Commission Docket No. 11645. 
Based on these revised tariff schedules as applied to equipment and facilities 
to 
leased for market news service, the cost in 1960 is estimated at $298,350. 
‘ops The Federal Communications Commission actions relative to this matter 
ina- follow : 
FCC 58-922 
’ 63532 
“on Before the 
We FepERAL COMMUNICATIONS COMMISSION 
for- WASHINGTON, D.C. 
rted 
» the In the Matter of 
' AMERICAN TELEPHONE AND TELEGRAPH COMPANY 
\TOr- 
Docket No. 11645 
ition § Charges, classifications, regulations and practices for and in connection with 
and private line services and channels 
uate, THE WESTERN UNION TELEGRAPH COMPANY 
» the Docket No, 11646 
crop § Charges, classifications, regulations and practices for and in connection with 
Domestic Leased Facility Service 
art: 
rn AMERICAN TELEPHONE AND TELEGRAPH COMPANY EL AL, 
veral Docket No. 12194 
nt of Charges, classifications, regulations and practices for and in connection with 
radio channels for Data Transmission 
ble to 
type ORDER 
At a session of the Federal Communications Commission held at its offices 
se of in Washington, D.C., on the 24th day of September 1958: 
wag | ‘The Commission, having under consideration : 
cam (1) Transmittal No. 5780 and certain new and revised tariff schedules filed 


herewith by the American Telephone and Telegraph Company (A.T. & T.) 
i August 15, 1958, to become effective October 1, 1958, which tariff schedules 
tre enumerated in Appendix A, attached hereto; 

, (2) Transmittal No. 4697 and certain new and revised tariff schedules filed 
therewith by The Western Union Telegraph Company (Western Union) on 
August 15, 1958, to become effective October 1, 1958, except certain schedules 
“taining new termination charges and regulations are to become effective 


arch 1, 1959, all of which tariff schedules are enumerated in Appendix B, 
tttached hereto; 
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(3) The record in the above-entitled proceedings ; 

(4) Communications from users of private line telegraph services protesting 
certain or all of the provisions contained in the above-mentioned tariff schedules: 

(5) Petitions for suspension of certain or all of the above-mentioned tariff 
schedules filed between September 17 and September 22, 1956, inclusive, by: 
American Newspaper Publishers Association; American Stock Exchange; Amer. 
ican Trucking Associations, Inc.; Association of Stock Exchange Firms; The 
Board of Trade of the City of Chicago; The Chesapeake and Ohio Railway Con- 
pany; Commodity News Services, Inc.; Continental Airlines, Inc.; Genera] 
Services Administration; McLean Trucking Company; The New York Central 
Railroad Company; New York Cotton Exchange; New York Stock Exchange; 
Northwest Airlines, Inc.; Pan American World Airways, Inc.; Pre-Fab Transit 
Co.; The Teleregister Corporation; United Press International, Inc.; Trans. 
Lux Produce News Corporation; Trans-Lux Corporation; and Trans-Lux Movie 
Ticker Corporation; 

(6) Replies to such petitions filed on September 22, 1958, by A,T. & T. and 
Western Union; 

Ir APPEARING, That although the record in the proceedings herein supports 
the need for some increase on an interim basis in the charges for the private 
line telegraph services of both A.T. & T. and Western Union pending the concl- 
sion of said proceedings, the above-mentioned tariff schedules present questions 
as to whether the amount of additional revenues which the increased charges 
may be expected to produce is justified on such interim basis by the record to 
date ; 

It FurTHER APPEARING, That the above-mentioned tariff schedules contain 
certain changes in rate structure resulting in charges, the lawfulness of which 
-annot be supported by the evidence of record to date; 

It FURTHER APPEARING, That the respective tariff schedules of A.T. & T. and 
Western Union raise questions as to the effect of such tariff schedules on con- 
petition in the field of private line telegraph services. 

Ir FurRTHER APPEARING, That, if the above-mentioned new and revised tariff 
schedules are permitted to become effective on the date specified therein, the 
rights and interests of the public may be adversely affected thereby; 

It FurTHER APPEARING, That the lawfulness of the above-mentioned tariff 
schedules is under investigation in the proceedings herein pursuant to the 
Commission’s orders of March 7, September 6, and October 3, 1956, herein upon 
the issues specified in such orders; 

Ir Is OrpERED, That, pursuant to the provisions of Section 204 of the Com: 
munications Act of 1934, as amended, the operation of the above-mentioned 
tariff schedules, filed to become effective October 1, 1958, is hereby suspended 
until January 1, 1959, and the operation of the provisions of said schedules, filed 
to become effective March 1, 1959, is hereby suspended until June 1, 1959, unless 
otherwise ordered by the Commission; and that during such respective periods 
of suspension no changes shall be made in said tariff schedules unless authorized 
by special permission of the Commission ; 
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It Is FURTHER ORDERED, That, in.the event.a decision as to the lawfulness of 
the charges, Classifications, regulations and practices herein suspended has not 
peen made during the aforesaid suspension periods, and said charges, classifica- 
tions, regulations and practices go into effect, the respondent carriers and their 
respective connecting and concurring carriers shall, until further order of the 
Commission, keep accurate accounts of all amounts charged, collected or re- 
ceived by reason of the charges set forth in the above-mentioned tariff sched- 
ules, specifying by whom and in whose behalf such amounts are paid; and shall 
file with the Commission a report on or before the 10th day of each calendar 
month, commencing February 10, 1959, showing the amounts accounted for as 
aforesaid during the previous calendar month ; 

Ir Is FURTHER ORDERED, That a copy of this Ordez be filed in the offices of the 
Commission with the tariff schedules herein suspended and that a copy hereof 
be served upon each of the respondents herein ; 

Ir Is FURTHER ORDERED, That each of the above-named persons filing petitions 
requesting suspension of said tariff schedules, who have not heretofore been 
granted leave to intervene, are hereby granted leave to intervene on the limited 
basis set forth in the Commission’s Memorandum Opinion and Order of Sep- 
tember 24, 1958, herein, provided that not later than 25 days from the date of 
release of this Order, each of said persons shall file a notice of intention to 
intervene and to appear and participate in the proceedings herein. 

FEDERAL COMMUNICATIONS COMMISSION, 
Mary JANE Morris, Secretary. 
Released September 25, 1958. 


383913—59—pt. 3——4 
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APPENDIX A 


AMERICAN TELEPHONE & TELEGRAPH Co. 


5th revised, page 10DA 
5th revised, puge 16 


14th revised, page 7 
5th revised, page 8 
7th revised, page 9 
4th revised, page 10 
6th revised, page 10A 
4th revised, page 11 
1st revised, page 11A 
1st revised, page 12 
5th revised, page 13 
2d revised, page 13A 
4th revised, page 14 
7th revised, page 15 
2d revised, page 15A 
2d revised, page 15B 
2d revised, page 15C 
2d revised, page 15D 
8th revised, page 18 
2d revised, page 18A 
4th revised, page 19 
3d revised. page 19A 
2d revised, page 19B 
3d revised, page 19C 
1st revised, page 19CA 
Sth revised, page 19D 
6th revised, page 20 
6th revised, page 20B 
3d revised, page 20BA 
5th revised, page 20C 
5th revised, paze 20D 
jth revised, page 20E 
4th revised, page 20EA 
2d revised, page 20FA 
3d revised, page 21 
4th revised, page 21A 
1st revised, page 21AB 
13th revised, page 21B 
2d revised, page 21BA 
4th revised, page 21C 
3d revised, page 21D 
2d revised, page 21E 
Sth revised, page 21F 
2d revised, page 21FA 
7th revised, page 21G 


Tariff FCC No, 134 


10th revised, page 17 
1st revised, page 18A 


Tariff FCC No. 208 


13th revised, page 22A 
1st revised, page 22AB 
15th revised, page 22B 
4th revised, page 22BA 
14th revised, page 22C 
2d revised, page 22CA 
9th revised, page 22D 
1st revised, page 22DA 
9th revised, page 22B 
12th revised, page 22F 
4th revised, page 22FA 
9th revised, page 22G 
2d revised, page 22GA 
3d revised, page 22H 
3d revised, page 221 
8th revised, page 22J 
4th revised, page 22JA 
2d revised, page 22K 
1st revised, page 22KA 
2d revised, page 22L 
3d revised, page 22M 
3d revised, page 22N 
2d revised, page 220A 
3d revised, page 22P 
4th revised, page 22Q 
2d revised, page 22QA 
1st revised, page 22R 
2d revised, pages 22S 
4th revised, page 22T 
2d revised, page 22TA 
1st revised, page 22TB 
3d revised, page 22TC 
1st revised, page 22UA 
2d revised, page 22UB 
2d revised, page 22V 
2d revised. page 22W 
2d revised, page 22X 
8th revised, page 23 
10th revised, page 23A 
7th revised, page 23B 


6th revised, page 23BA 


5th revised, page 23C 
2d revised, page 23D 


5th revised, page 19A 


2d revised, page 23G 
1st revised, page 23GA 
ist revised, page 23H 
4th revised, page 23I 
3d revised, page 23J 
2d revised, page 23K 
1st revised, page 23KA 
3d revised, page 231, 
2d revised, page 23M 
6th revised, page 23N 
5th revised, page 23NA 
11th revised, page 230 
2d revised, page 24 
5th revised, page 25 
4th revised, page 26 
Original, page 26A 
4th revised, page 28 
9th revised, page 29 
2d revised, page 29A 
4th revised, page 290 
3d revised, page 31 
75th revised, page 35 
6th revised, page 35A 
12th revised, page 36A 
2d revised, page 39C 
3d revised, page 39CA 
2d revised, page 39H 
16th revised, page 40 
4th revised. page 41 
4th revised, page 42 
8th revised, page 48 
6th revised, page 45 
6th revised, page 45A 
6th revised. page 45B 
10th revised, page 46A 
6th revised, page 48 
7th revised, page 49 
3d revised. page 50 
2d revised, page 51 
5th revised, page 52 
8th revised, page 53 
1st revised, page 538A 
9th revised, page 54 
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3d revised, page 21H 
6th revised, page 211 
3d revised, page 211A 
1st revised, page 21IB 
4th revised, page 21J 
17th revised, page 22 


2d revised, page 23DA 
1st revised, page 23DB 
9th revised, page 23E 
6th revised, page 23AE 
3d revised, page 23EB 
2d revised, page 23F 


4th revised, page 54A 
1st revised, page 54AB 
1st revised, page 55 
4th revised, page 57 
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Tariff F.C.C. No. 220 


éth revised, page 5 
3g revised, page 8 


Tariff F.C.C. No. 231 
94 revised, page 8 
Tariff F.C.C. No. 237 
94 revised, page 9 3d revised, page 13 


APPENDIX B 


3d revised, page 9 
7th revised, page 12 


2d revised, page 10 


3d revised, page 12 


THE WESTERN UNION TELEGRAPH Co. 


Tariff F.C.C, No. 237 


12th revised, page 36 
6th revised, page 36A 
14th revised, page 37 
16th revised, page 38 
2d revised, page 38A 
7th revised, page 39* 
3d revised, page 40* 
3d revised, page 41? 
3d revised, page 42? 
4th revised, page 43° 
4th revised, page 44* 
6th revised, page 45' 
8d revised, page 46 
4th revised, page 47 
1st revised, page 47A 
4th revised, page 48 
4th revised, page 49* 
Original page 49A * 
4th revised, page 50* 


94 revised, page 4 
% revised, page 5 
4th revised, page 6 
94 revised, page 7 
$d revised, page 8 
Ist revised, page 9 
2d revised, page 15 
3d revised, page 26 
$d revised, page 27 
3d revised, page 28 
94 revised, page 29 
$d revised, page 30 
Ist revised, page 31 
Ist revised, page 32 
Ist revised, page 33 
12th revised, page 34 
lith revised, page 35 
Tth revised, page 35A 
4th revised, page 35B 


AMERICAN TELEPHONE & TELEGRAPH Co., 
New York, N.Y. 


4th revised, page 50A 
3d revised, page 50B ' 
Ist revised, page 50F* 
3d revised, page 51 

1st revised, page 53 

3d revised, page 54 

2d revised, page 55 

1st revised, page 56 
4th revised, page 57 
4th revised, page 58 

3d revised, page 59 

3d revised, page 69 

6th revised, page 69A* 
2d revised, page 69AA? 
ist revised, page 69AB? 
8th revised, page 69B' 
8th revised, page 69C * 
7th revised, page 69D 


OCTOBER 29, 1958. 


(Attention: Mr. M. G. Wallace, commercial operating engineer. ) 


GENTLEMEN: Reference is made to your application No. 318 requesting “special 
perinission to cancel the tariff schedules forwarded by transmittal No. 5780 
date] August 15, 1958, and special permission to file the revisions” described in 
your application “to be effective 30 days after such revisions are filed with this 
Commission without regard to the requirements of section 61.59 of the Commis- 
sion’s rules.” 

The above-quoted request is construed as meaning you to wish to cancel the 
tariff schedules subject to the Commission’s suspension order of September 24, 
1958, by filing revisions thereof pursuant to section 61.57(a) of our rules, The 
Commission is not disposed to grant permission to cancel suspended schedules by 
revised schedules containing rates for any chargeable unit of service in excess 
of those contained in such suspended schedules. Also, in view of the evidence of 
record to date in docket Nos. 11645, 11646, and 12194 regarding the local channel 
component of your private line teletypewriter services, the Commission is not 
disposed to grant your request insofar as it involves the filing of a $7 local channel 
charge on an interim basis. Accordingly, your request for special permission is 
hereby conditionally granted. Special permission is granted to cancel your 
suspended tariff schedules by filing on full statutory notice of 30 days the revised 
schedules described in your application and attachments, provided that the follow- 
ing changes, and no others, are made in such revised schedules: 

(1) The charge for local channels shall be decreased so as not to exceed 
$6 per month per local channel, 


ee 


The provisions on these schedules designated by ag symbol (N) contain new termina- 
tion charges and regulations to become effective Mar. 1959. 
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(2) The charges relating to items of equipment, including the installation 
thereof, shall be decreased when necessary in order to produce charges not jp 
excess of either the charges in the suspended schedules or those proposed jn 
your application, whichever are lower. 

The permission herein granted does not constitute Commission approval of the 
revised schedules which you may file and is without prejudice to any action whic 
may be taken with respect thereto. Special permission No. 3588 is assigned to 
this grant. A copy of this letter is being sent to counsel for all other parties to 
these proceedings. 

sy direction of the Commission : 
Mary JANE Morris, Secretary. 


Mr. Wuirten. This increase of $45,000 to the market news service; 
is that for that purpose ? 

Mr. Lennartson. It is based purely on the rate increases for the 
leased wire facilities. 

Mr. Wurirren. You do not contemplate any expansion of the market 
news service in this budget ? 

Mr. Lennarrson. We do not, sir; not this year. 


BASIS FOR STATIONS AT PORTLAND AND NORTH PORTLAND 


Mr. Anpersen. I have just one short question on. this teletype 
system. 

Why do you have two stations in North Portland and Portland, 
Oreg., so close together, Mr. Lennartson ? 

Mr. Lennartson. Offhand, Mr. Andersen, I cannot answer you on 
that item. I do not know the details but I can furnish it for the 
record. 

I think it has something to do with the State college which is respon- 
sible for the dissemination of market news in Oregon. It was neces 
sary to put a drop in the market as well as out at the State college. - 

Mr. AnperseN. Put an answer in the record at this point, please, 

Mr. Lennartson. I will, sir. 

Mr. Anversen. Thank you. 

(The information requested follows :) 


LEASED WIRE SERVICE IN. THE STATE OF OREGON 


Market reports are issued from Oregon on dairy and poultry products; fruits 
and vegetables; grain, hay, feed, seed, rice, hops, and beans; and livestock and 
meats. For the most complete and timely coverage, reporters should be sta- 
tioned as near as possible to the location of trading. In most cities where live- 
stock is sold, the stockyards are located outside the city proper. This is the 
reason for the leased wire drop at North Portland. Livestock and meat reports 
emanate from the stockyards at North Portland while data on other commodities 
are gathered at the terminal market in. Portland and the reports prepared in 
offices in the U.S. customs house. 

The leased wire drop at North Portland costs $1,069.20 a year. To provide 
the service without the drop at North Portland would cost about $3,500, since 
it would be necessary to have two clerks on the telephone one-half day each day 
transmitting the data. The chance of error in the latter method is much greater 
than by the use of leased wire. 

The drop at Corvallis, Oreg., is provided for the use of the State extension 
service and carries data on grain, hay, feed, seed, rice, hops, and beans, 


Mr. Wurrren. I have had my attention called to a number of sur- 
“veys in connection with the Agricultural Marketing Research Service 
which indicates that there would be very little use for them. 

I would like for you to tell me how many surveys you have had 
during the past 2 years, how many people are involved. 
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Mr. Wetts. We will be happy to supply you with the information, 
Mr. Chairman. We have some 500 or 600 different research line 
projects going on in the Agricultural Marketing Service and prac- 
tically all of those involve the collection of information in one way 
or another. The type of survey which you are evidently referring 
to here has to do with consumer preference. 


CONSUMER PREFERENCE SURVEY 


Mr. Wurirren. On this consumer preference business, could we 
se the number of those kinds of studies you are actually making, 
and how many you have had during the last 2 or 3 years. Also, could 
we have some copies of the questionnaires which were filled out in 
connection with them ? 

Mr. Wetis. A problem here is identifying the limited field in 
which you are interested, for in one sense we have surveys in connec- 
tion with a great many different studies. 

Mr. Wuitren. I mean, household or consumer surveys. 

Mr. Wetts. We will give you a list of those studies, Mr. Chairman. 

Mr. Wuirren. It is not that such information is not vital. But 
there are so many pressures for different things that might be more 
vital, that the committee would like the benefit of that information in 
making its determination. 

Mr. Weiis. We will supply you with a list of those for the last 
2 fiscal years, 1958 and 1959. 

Let me say this about consumer preference surveys. We have now 
for a period of about 10 years been carrying forward consumer pref- 
erence studies. As I remember the first of these surveys, which in- 
volved cotton products, we brought before this committee our ques- 
tionnaire and our general plan for the survey. This had the strong 
and almost unanimous support of the cotton industry. It proved 
to be very useful and has led to several subsequent surveys on other 
cotton products. 

Mr. Wurrren. Mr. Wells, I know that you do not have anything 
you are doing that somebody has not requested and which does not 
have some support for it. But certain folks that are giving you that 
support are, themselves, facing up to where it would be better to spend 
themoney. There are many other things that they may feel are more 
urgently needed than some of the things now going on. 

Involved here is a matter of direction of effort. And, again, the 
folks who come to me have been people who are interested in this 
overall] subject, and they are beginning to wonder whether the limit 
om personnel and funds will affect this. It is a question as to how 
much will be spent in one direction as against others. So that the 
committee might have some way of appraising it, perhaps the infor- 
mation requested would be helpful. 

_Mr. Weis. That pertains to the second thing I wanted to men- 
tion. We have been faced, in the last 3 years, with the same amount 
of marketing research funds, and the budget request is for the same 
amount next year. Consequently, during the last several months 
Mr. Herrmann and Mr. Trelogan have been carrying forward a com- 
plete reevaluation of our program in the market research field to 
ind out how much we are completing in the way of projects and 





1312 


en and how much turnaround room we have to undertake ney 
work. 

We have just finished advisory committee hearings. Mr. Trelogay 
and Mr. Herrmann are now confronted with the problem of having 
far more demands than they can take care of. 

Mr. Wuirren. May I say that I do not believe that research hy 
any stronger supporters than the members of this subcommittee, 

At the same time, whatever we might recommend has to run the 
gantlet of the Congress. Yet, I have had many folks come to me, 
in spite of the fact that research funds have been increased more than 
a hundred percent in 7 years, and they want still increased amounts 
for various fields which they feel need more ‘research results and 
attention. Yet, on my questioning in a few instances, can they tell 
us what you are doing now? 

As hard as I try to work on this committee, I cannot tell them 
what you are doing now, because it is too broad and comprehensive 
for me to know. But I have told them that, in view of our present 
predicament, I thought the committee was not going to listen to any- 
one who asked for more money unless he could tell us what was being 
done in the field, why what is being done is not sufficient, and why 
some redirection of effort would not work. If they showed us that 
they made that kind of study, then we would be more inclined to feel 
that they had a basis on which they proposed extra work. 

My purpose is not to oppose. The purpose of all of this is to get 
research results. 

I explored earlier with Dr. Shaw the possibility of cooperative 
research between the Department and private industry, where private 
industry might make personnel and funds available, and through that 
approach enlarge this activity, which we all agree is vitally needed 

Mr. Wetis. We have endeavored to make consumer preference sur- 
veys only where there is evidence that industry groups are willing to 
follow them up and use them effectively to improve merchandising 
and selling. 

Mr. Wuirtren. We recognize there is some value in everything that 
is being done. But we also know from the requests we have that 
there are a lot of things not being done that are badly needed, too. 

Again, our purpose is to get as much information as possible i 
trying to determine in which direction the primary need may be. 

Of course, the civil service system and the organizational structure 
lends itself to “stay-at-homes” with certain activities, because jobs are 
dependent on it and the size of a man’s position as the head of an 
agency is dependent on it. You also get into the question of every- 
body wanting a cut of the cake—you all know that is human nature, 
but against which you have to guard in trying to get the maximum 
results. That isthe necessity we now face. 

Mr. Mitirr. We agree with that philosophy, Mr. Chairman. 

(The information requested on consumer market surveys’ will be 
found on pp. 1416-1431.) 


PACKERS AND STOCKYARDS ACT 


Mr. Wurrten. Turning now to the Packers and Stockyards Act, 
which resulted from Public Law 85-909, passed last September, coul 


we have a rather comprehensive statement on what your work col- 
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sists of, how many yards have been posted, and how many additional 
yards for 1960 are proposed, and what new positions are requested ? 
" This is a new work, and we would be interested in knowing the full 
story. 

Mir. Lennartson. We have a prepared statement on that, if you 
would like to insert it in the record, Mr. Chairman. 

Mr. Wuitren. We would be glad to have you present it, if you like. 

Mr. Lennartson. Mr. Chairman, I do not suppose there has been 
atime in the history of the Packers and Stockyards Act when there 
has been as much deep interest reflected concerning the act—what it 
ig supposed to do and what the Department is planning to do with 
respect to it—than prevails at the present time. 

This stems from a number of things. 

First, with the increased funds this committee provided us during 
the past 2 years, we have been able to step up, quite substantially, our 
activities with respect to the fair-trade practices on the part of 
packers and between packers, 

Secondly, in the last session of Congress, as you know, there was a 
very deep interest reflected by producer groups, market agencies, and 
others in the amendment to the act. 

Thirdly, additional interest has resulted since the modifications made 
to the act, in that the act now has expanded the area of responsibility 
to practically all livestock yards and livestock dealers in the country. 
Terminal markets and the larger auctions were fully covered under 
the criteria set forth in the original act, but the amended act now 
makes practically every country auction, every country sales place, 
subject to the act by virtue of the fact that practically all of them 
are engaged in interstate commerce. 

Mr. Wuirren. Mr. Lennartson, let me interrupt to ask that you 
include at this point the pertinent provisions of the act, including the 
amendments. 

Mr. Lennartson. I think that would be appropriate, Mr. Chairman. 

(The information follows :) 


SUMMARY OF PERTINENT PRCVISIONS OF THE PACKERS AND STOCKYARDS ACT OF 
1921, as AMENDED 


The act was passed by Congress in 1921 to regulate interstate and foreign 
commerce in the meat packing and livestock marketing industries. It is essen- 
tially a fair trade practice act. It is an attempt by Congress to set up a code of 
ethies for these regulated industries, and is an attempt to eliminate from this 
portion of our economy those business practices that are considered unfair, 
deceptive, unjustly discriminatory, and which result in restriction on competition, 
monopolies, unfair advantages, and similar bad business practices. 

Under the Packers and Stockyards Act the Department has exclusive admin- 
istrative jurisdiction over all transactions of packers in commerce as defined 
inthe act. The Department also had jurisdiction with respect to livestock trans- 
actions of persons other than packers. However, this jurisdiction was limited 
to activities at posted stockyards (i. e., stockyards consisting of 20,000 square 
feet or more). Registration was required of persons engaging in business at 
posted stockyards. 

The amendment places all livestock transactions in interstate commerce under 
the exclusive administrative jurisdiction of the Department with discretion in 
the Secretary of Agriculture to require registration of persons engaging in the 
business of conducting such transactions away from posted stockyards and 
Places in the Federal Trade Commission exclusive administrative jurisdiction 
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over all products handled by meatpackers other than livestock, meat, meat foo 
products, livestock products in unmanufactured form, poultry and poultry 
products. 

Title I of the act defines terms, including commerce. 

Title II of the act as amended is applicable to meatpackers engaged in inter. 
state commerce as to their business in livestock, meats, meat food products, live. 
stock products in unmanufactured form, poultry, and poultry products. This 
title sets forth the practices that are prohibited and made unlawful. Briefly, it 
provides that a meatpacker shall not engage in any unfair, unjustly discriming. 
tory, or deceptive practices or devices in the conduct of his business; shall not 
give undue or unreasonable preferences or advantages; shall not restrain com. 
merce, create monopolies, restrict competition, manipulate or control prices, or 
conspire or combine with others to apportion territory or engage in any of the 
aforementioned practices. The prohibitions against meatpackers engaging in 
these practices are by amendment to the act made applicable to any live poultry 
dealer or handler engaged in the business of buying or selling live poultry in 
commerce for purpose of slaughter. The legal procedure to be followed in 
formal actions against. meatpackers and penalties for violations of orders by 
the Secretary are set forth in this title. 

By amendment to the act, approved September 2, 1958, the Federal Trade 
Commission has jurisdiction over all transactions of a meatpacker in oleomar- 
garine and retail sales of meat, meat food products, livestock products in unmant- 
factured form, and poultry products and such items as ice cream, leather, sporting 
goods, and other such items not connected with the meatpacking operations 
generally and not within the primary jurisdiction of the Secretary. Primary 
jurisdiction of practices of packers in the slaughtering of livestock and the 
processing and wholesaling of meat and meat food products remains in the 
Department. It is provided in the amendment that either the Federal Trade 
Commission or the Secretary may in certain instances when it is necessary in 
connection with an investigation or proceeding initiated pursuant to the primary 
jurisdiction, continue the investigation or proceeding into the area assigned to 
the other agency. Provision is made for giving notice from one agency to the 
other that this is to be done. 

Title III of the act is applicable mainly to stockyard operators and owners, 
market agencies who are buying or selling livestock on a commission. basis, and 
to dealers operating in commerce in the buying and selling of livestock. This 
portion of the act treats stockyards in commerce as public utilities for the purpose 
of regulating the rates and business practices of those operating a stockyard 
or doing business thereon as a market agency or dealer. The term “dealer” 
has been interpreted to include a packer buyer. Stockyard operators and com- 
mission men are requireed to file tariffs within 60 days after notice has been 
posted at the stockyard that it is subject to the act. These rates and charges 
in their tariffs must be just, reasonable, and nondiscriminatory. Provision is 
made in this title for the procedure in determining the reasonableness of rates 
and charges and for penalties for violation of any order by the Secretary estab- 
lishing such rates. Each market agency and dealer doing business in commerce 
must register and furnish a reasonable bond with the Secretary to assure 
payment for obligations incurred in the buying and selling of livestock. It is 
declared to be unlawful for any stockyard owner, market agency, or dealer to 
engage in any unfair, unjustly discriminatory, or deceptive practices or devices 
in the conduct of his business. The Secretary may issue a cease and desist order 
against anyone violating these provisions and may issue an order suspending 
the registration of a market agency or dealer for a reasonable specified time. 

Title IV of the act contains general provisions requiring among other things 
that every packer, stockyard owner, market agency, and dealer shall keep proper 
books and records; shall make such records available to the Secretary at all 
reasonable times for inspection and copying and by incorporation of certain 
provisions of the Federal Trade Commission Act gives the Secretary power t0 
require the filing of annual and special reports by those subject to the act, the 
authority to require the attendance of witness under oath to give testimony 
and produce documents at hearings and in connection with investigations under 
the act, the authority to publish reports and to subpena witnesses. Provision 
is made for penalties for any person who refuses or neglects to testify in obedi- 
ence to a subpena issued by the Secretary, or who willfully makes or causes t0 
be made false records kept by any person subject to the act, or who willfully 
mutilated or falsified any documentary evidence of such person, or who Will- 
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fully refused to produce such evidence for inspection and copying. Penalties 
are also provided for any person who fails or refuses to file annual and special 
reports as required. It is provided in this title that any person complaining of 
injury because of a violation of the act committed by a stockyard owner, market 
agency, or dealer, may file a claim for reparations for such injuries with the 
Secretary, and that a hearing may be held by the Secretary on this complaint 
and if the complainant is found to be entitled to damages, the Secretary may 
make a money award to such complainant and shall direct the defendant in such 
ease to pay to the complainant the amount of this award. 

Title V of the act deals with the buying, selling, and handling of live poultry 
at certain large centers of population designated by the Secretary as live poultry 
markets. This section requires that those buying and selling live poultry in 
such designated areas either on commission or as a dealer shall be licensed by 
the Secretary before engaging in such business. Such licensees shall not engage 
in any unfair, unjustly discriminatory, or deceptive practices or devices in the 
conduct of their business, and their rates and charges must be just and reason- 
able and tariffs filed in the same manner that is required of market agencies 
and dealers buying and selling livestock at stockyards. 


AMENDMENT BROADENS COVERAGE 


Mr. Lennartson. The act and the amendment brings under the act 
all country auctions and buyers who are dealing in interstate com- 
merce. As a result, rather than having approximately 1,000 yards 
subject to the old act, there would be probably something like 2,100 
yards now subject. 

Under the old act we probably had about 10,000 country buyers 
subject to it and that number will probably now aggregate some 20,000 
to 25,000, which eventually will have to be registered. In recent 
years, due to the competitive situation, economic conditions, and so 
forth, there has been a tremendous amount of interest generated on 
the part of industry groups toward now having the requirements of 
the act applied broad-scale to trade practices, monopolistic practices, 
pricing, weighing practices, and things of that nature. 

As a result, we have had delegations of producer groups, market 
agencies, packers, and others urging the Department to give serious 
consideration to a very substantial step-up in activity under the act. 

The Secretary and his staff have taken a very deep interest in this 
act, and you see that interest reflected here in the increase being 
requested. 

This is only one of three increases reflected in all of the Agricultural 
Marketing Services. It is in the amount of $493,000 and it will be 
used to step up activities under the act across the board. 


TRADE PRACTICE ACTIVITY EMPHASIZED 


Our fair trade practices work among packers has been stepped up 
very substantially as a result of the committee’s favorable considera- 
tion of the increase requested last year and some administrative re- 
alinement of funds within the “Marketing services” subappropriation 
the year previous. 

Mr. Wuirren. What services? What do you do that is beneficial 
to the packers, public health, or to the producers? Would you give 
us that for the record ? 

_Mr. Lennartson. Under the packer section of the act, which is 
title II, the primary benefits will trace directly back to producers, 
market agencies, and packers. 
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One of the principal purposes of the act is to assure free and open 
competition in the meatpacking industry so that the livestock pro. 
ducer receives the fair market value for the livestock sold for slaughter, 
During the past year we have proceeded against packers for failure to 
pay promptly for the livestock purchased from producers. Packers 
are required to give accurate weights to livestock producers, and we 
have proceeded against packers for failing to pay for the true weight 
of the livestock purchased and for failure to compete with all other 

ackers and buyers of livestock in the purchase of their supplies. Col- 
en between buyers is prohibited. Practices which tend toward 
monopolies are prohibited, as are practices which restrict competition 
either in the buying or selling of the products by a meatpacker. 

Recently we took action against packers for false advertising and 
misbranding of their meat products at the wholesale and retail levels, 
This misbranding of the meat not only adversely affected the consumer 
but it is considered an unfair competitive practice. 

The enforcement of title II of the act also benefits a meatpacker who 
is being adversely affected by the unfair competitive practices or 
monopolistic practices of a competing packer. We have investigated 
quite a number of complaints along this line. These complaints in- 
clude such things as false advertising, price cutting, below cost sellin 
of meat products, discounts given to certain customers only, favor 
treatment to a large outlet, and various other practices tending to 
create monopoly or drive out competition in a given area. 

As of March 1, 1959, we have over 60 cases pending which arog 
under title II of the act. Ten of these are in the formal proceeding 
stage. We have 18 cases involving monopoly, price discrimination, 


or restriction of competition. We have 29 cases involving unfair prac 
tices in merchandising or advertising. We have 14 cases involving 
unfair livestock buying practices. 

Overall with respect to the packers, country buyers, and the pro- 
ducers, there is a real urge that everyone—at country levels, terminal 
yards, and the buying stations—work in a comparable competitive 
climate, trade practicewise. 


AUTHORITY TO ACT ON VIOLATIONS 


Mr. Wurrren. What power do you have to bring about a correction 
where you find violations? 

Mr. Lennartson. We have judicial powers of citing them, issuing 
cease and desist orders, and in some cases, of criminal proceedings. 

Mr. Wuirren. Do you have the right to call on a particular section 
of the Government to prohibit the movement of products in interstate 
commerce # 

Mr. Lennarrson. No. This does not come under the Packers and 
Stockyards Act. Action of this type would come either under the 
Meat Inspection Act or the Food and Drug Act. 

Mr. Warrten. Have you found any places where your powers welt 
inadequate to bring about correction ? 

Mr. Lennartson. Offhand, I can recall no place. 

We have the right to subpena records, go through the judicial pro- 
cedure of issuing cease and desist orders, and to initiate civil an 
criminal action. 
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Mr. Wurrren. I do not mean to interrupt you, but proceed with 
any further statement you have. 


POSTING PROGRAM ACCELERATED 


Mr. Lennartson. Moving now to the posting program. As I indi- 
cated earlier, the number of yards subject to this act now will increase 
from approximately 1,000 to 2,100. We are obtaining splendid co- 
operation on the part of the industry groups in stepping up the — 
activity under that provision of the act. We are hopeful that, wit 
the funds available to us and with the cooperation we are receiving 
from the State marketing groups and State buying groups, we will 
have posted a total of approximately 1,100 yards by the end of this 
fiscal year. 

If the additional funds requested are granted, we are hopeful that 
by the end of fiscal year 1960 we will have practically completed the 
posting program nationwide, and will have moved far in the matter 
of registering the country buyers and supervising their practices on 
and off the yards as well. 


MarkKETING REsEARCH PROGRAM 


Mr. Wurrren. We will be glad to hear from Dr. Trelogan now on 
research, 

Mr. Wetts. I thought we would first ask Mr. Herrmann to make a 
few opening remarks. 

Mr. Wurtren. Go ahead. 

Mr. Herrmann. Thank you, Mr, Chairman. 

I have two or three items which may be of interest to the com- 
mittee. After they are covered I will turn the discussion over to 
Dr. Trelogan for general comments on the marketing research pro- 
gram of the Agricultural Marketing Service. 

In line with the comments Mr. Wells made with respect to what 
we do with funds made available by the completion of projects, I 
vould like to mention two or three research projects that fit into 
that category. 

COTTON QUALITY RESEARCH 


The first of these has to do with cotton. 
_ You may be familiar with the fact that a technological revolution 
snow going on in cotton production, harvesting, ginning, cleaning, 
drying, and in all other processes before the cotton gets to the fabric 
market. The revolution is bringing with it a number of quality prob- 
lms that are causing the industry quite a little bit of concern. 

Mr. Wuitren. May I interrupt you there in order that your state- 
ment might cover this point ? 

In my office I have a letter from a lifelong dealer in cotton in 

ngland in which he says that, due to this effort to produce all of 
the cotton that we can on a limited number of acres, it has led to 
practices which are making it extremely difficult for our cotton to com- 
pete qualitywise in world markets. He goes into great detail on how 
that comes about from overheating in our gins, too much ginning, and 
various other things. 





1318 


When you hear that from other countries that normally have hand. 
led our product, it comes back to the urgent request by all folks i, 
the cotton industry for additional attention in the field of researe) 
in the line of ginning and machines which, in turn, is tied into this 
mechanization of cotton picking. 

I am familiar, as you well know, with your setting up this wok 
at South Carolina. I believe you are just getting started, but I wish 
that you would cover that. 


COTTON QUALITY LABORATORY ESTABLISHED 


Mr. Herrmann. I will be very glad to, Mr. Chairman. 

I was going to say that the establishment of a cotton quality labor. 
tory was recommended a year ago following discussions with the trade 
and with the Cotton and Cottonseed Research Advisory Committe, 
It is now actually in the break-in period. We are presently training 
the crew and will be starting research in that laboratory in April 
The first project that we will undertake is in the very area that you 
mention, Mr. Chairman. Included in the first research project will be 


one lot of cotton from California and 2 lots of cotton from Mississippi, 
The 3 lots were harvested, dried, ginned, and cleaned in gins under 
widely varying controlled conditions, so that we will know exactly 
what happened to the cotton every step of the way from harvesting 
through the entire operation. We will follow these lots through the 
laboratory where they will be spun and later woven and finished under 
controlled conditions. As a result we can tell pretty precisely just 


what the effects are of practices that might be out of line in the various 
steps in the process of moving cotton from the farm through the gin 
and the mill. 

We hope that we will be able to come up with some of the answers, 

With respect to your specific comment, Mr. Chairman, there exists 
here and there the problem of overdrying of cotton, which everyone 
admits is unfortunate. In these cases dryer temperature controls at 
the gin have not been as accurate as they should be and I think this 
fact has gotten noised around a bit. I doubt that there is as much 
damage as some of the trade and the competition would indicate, but 
it isa problem to watch. We are trying through research to get some 
precise answers which may be helpful to the trade in eliminating this 
situation. 

A year ago we were fortunate in being able to make arrangements 
for the establishment of a cotton quality laboratory at. Clemson Cdl: 
lege. From the standpoint of getting this important cotton quality 
work under way rapidly, it was a fortunate thing. By getting 
modern facilities furnished to the Department by Clemson College, 
we saved about 2 vears in time in getting the work started and we 
saved the taxpayer about $500,000. Clemson College made available 
to the Agricultural Marketing Service about 6,000 square feet of space 
to house 1,008 spinning spindles and the auxiliary equipment. . We 
will jointly use an additional 4,500 feet of space. 

The college is also making available for joint use some very costly 
textile equipment. Had it not been. for the fine cooperation of Clem- 
son College and the assistance received from the National Cotton 
Council, it would have been impossible to get this work underway 
quickly and within the limits of the funds we now have available 
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Even though the laboratory will be operated by the Agricultural 
Marketing ‘Service it will be a research tool seuieie to all agencies 
of the Department, the State experiment stations and the trade within 
the limits of available capanity. 

We hope that we will be able to come up with some of the answers 
to the questions you have raised at the outset and at the same time 
make progress in improving our grade standards and the methods 
of measuring cotton quality eaten ely. 

Mr. Wurrren. Before you cure the problem, you have to find the 
cause and that is what you are hoping to do; is it not? 

Mr. HerrMAnn. That is what we have in mind and we hope by 
carrying out the research operations under controlled pilot plant 
conditions, we will be able to point precisely to quality problems which 
exist at various stages in the marketing process back, even to breeding. 

We feel confident that this new research tool will contribute signili- 
cantly to (a) bridging the gap between the present methods of eval- 
wating cotton qué ality “and those which would much more accurately 
and dependably predict the performance of any and all American 
cotton, and () in this and other ways, help provide more effective 
and practical methods of protecting the very excellent inherent prop- 
erties of our cotton. 

In general, the research in the laboratory should include the initia- 
tion or intensification of work in the several areas such as— 

(a) Investigation of the properties of the cotton fiber and 
how they correlate with spinning, weaving, and finishing per- 
formance. 

(6) Better, more rapid, and commercially practical means of 
measuring all important properties of cotton, particularly those 
not now being measured reasonably satisfactorily. 

(c) Shortcut spinning and other processing and instrumenta- 
tion procedures for measuring the spinning, weaving, and finish- 
ing performance of cotton and for correlating these performances 
with the laboratory and commercially used methods of measuring 
the properties of cotton. 

(zd) Better and more effective measurements of production, 
harvesting, drying, ginning, and cleaning practices on the prop- 
erties of cotton and their effects on the manufacturing perform- 
ance of cotton. 

Mr. Wurrren. Proceed. 


STUDY OF EFFECT OF AGE ON MEAT QUALITY 


Mr. Herrmann. The second example of work in the field of market 
quality has to do with the influence of bovine age upon the charac- 
teristics of meat and carcass grade. It is gener ally known that the 
iaturity of the animal is an important factor influencing the palata- 
ity of meat. In an attempt to compensate for the adverse effect 

Increasing age on palatability, Federal beef-grade standards as 
vel as gener ral trade practices require a higher degree of finish with 
increasing animal age for a given grade. 

Existing research in this area is somewhat conflicting in that it has 
usually been the byproduct of research directed at other objectives. 
Asa result the data contain variables other than age that could not 
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be separately evaluated. It was therefore deemed advisable to ¢pp. 
duct research directed at supplying information which would be usefy] 
in strengthening our beef-grade standards as they relate to bovine ag. 

The research is being carried out under contract with Oklahom 
State University. The Department had this research in mind for, 
number of years but until a year ago was unable to locate a contractor 
which could meet the exacting requirements of the project. Oklahoma 
State University has available a beef herd with the same generg| 
genetic background. The animals are of known age and the herd 
has received uniform nutrition and management. 

In accordance with a carefully developed plan, various animals wil] 
be selected for slaughter at specific ages and grades. The ages ar 
5 to 6 months, 18 months, 42 months for steers and heifers, and 96 
months for cows; and the grades range from prime to utility, inclusive 

Carcass observations will include data on yield, physical composi. 
tion, and visual indications of age. The thickness of surface fat and 
the quantity and dispersion of marbling will be noted. ‘The tests wil 
also include color, texture, photographs of various cuts, firmness of 
meat, tenderness and pH of fresh and cooked samples. In addition, 
a wide range of chemical, histological, and organaleptical tests will 
be made. AI] samples will be scored for palatability by a trained 
taste panel. AJ] measurable factors will be analyzed and related 2- 
cording to best statistical procedures. ‘The results will be used asa 
basis for evaluating the beef grades of the Department. 


STUDY TO IMPROVE PORK CUT AND CARCASS GRADES 


The third project I wish to mention has to do with pork quality. 


Mr. Andersen and other members of the committee will be interested 
in this research. 

I believe there have been many discussions on pork before the con- 
mittee, but there is one additional project on ies I would like to 
comment. It has to do with the strengthening of our grades and 
standards for pork cuts and pork carcasses. We now have a contrac 
with the University of Wisconsin which we believe is very well de 
signed and will be comprehensive enough for us to come up with 
some very definite answers with respect to the measurable qualities of 
pork. These should make it possible for us to move in the direction 
of improving Department grades and standards in this particular ares. 

We made this contract with the University of Wisconsin because 
they had available a herd of known genetic background. The ur 
versity will furnish us some 850 carcasses from their herd. In addi 
tion they have a cooperative arrangement with one of the local 
packers who will supply an additional 350 carcasses which will ru 
through this particular test. 

Mr. Horan. Are you following that back to the diets that you ar 
feeding these various hogs? 

Mr. Herrmann. Yes, sir. These hogs that come from the Univer 
sity of Wisconsin are of known genetic background from the follow 
ing breeds: Poland China, Spotted Poland China, Duroc Jersey, 
Chester White, and Yorkshire. They have been fed uniformly and 
the management has been identical so that we know the history of the 
350 supplied by the university very accurately. 
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Mr. Horan. What diets and what grains are used ? 

Mr. Herrmann. I could not say what they are but they are uni- 
form. 

Mr. Horan. Could you supply that for the record ¢ 

Mr. Herrmann. I will see if I can get it. 

Mr. Horan. It does not necessarily come under marketing but it 
does have a direct effect on them ? 

Mr. Herrmann. I am sure it is available. 

We may have to call on the University of Wisconsin to find out 
what that is. 

Mr. Horan. I think the subcommittee would appreciate a full re- 
port on that activity because of our interest in, and the time we have 
put into, this study on our own, looking tow ard more knowledge, and, 
we hope, more wisdom in cooperating with research in every direction 
to see if we can come up with something that will be mutually bene- 
ficial to the hog industry. 

Mr. Herrmann. We will be glad to do that, Mr. Horan. 

(The material follows :) 


PorRK STANDARDS STUDY COMPOSITION OF RATIONS 


The rations used in this project are approved and recommended by the Uni- 
versity of Wisconsin. In this research project 3 basic rations are provided 
for the 350 hogs supplied from the University of Wisconsin herd. The rations 
vary by the age and weight of the animal as indicated below : 


STARTING RATION 


The starting ration is fed to animals until they reach a weight of 75 pounds 
or are approximately 11 weeks old. This ration, which contains 16-percent pro- 
tein, is as follows: 

Percent 
79 | Soybean meal 
6| Alfalfa meal 


To the above ration is added an approved mixture of salt, limestone, zine sulfate, 
and antibiotics. The amount of this mixture has been worked out for the Uni- 
versity of Wisconsin herd. 

SECOND RATION 


The second ration is fed to the animals until they reach about 125 pounds in 
weight or are approximately 4 months of age. It differs from the starting ration 
only in that the protein content is dropped from 16 to 13 percent. 


THIRD RATION 


After the animal reaches approximately 125 pounds in weight or passes 4 
months of age, the protein content in the ration is dropped to 12 percent. This is 
continued until market weight and beyond. 

It should be noted that the reduction in the percentage of protein in rations 2 
and 8 is accomplished by reducing the proportionate amount of tankage and soy- 
bean meal fed to the animals. In all rations the fat level is 2144 percent from 
tatural sources. No outside fat has been added. 


Mr. Herrmann. As mentioned previously the first 350 hogs were 
supplied from the university herd. The second 350 carcasses are se- 
lected from the cooler of a local packing company. They will be 
subjected to the same set of tests as the first 350 carcasses. These will 
include a wide range of physical, chemical, histological, and organo- 
leptic tests. 
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Mr. Anpersen. Are the second 350 carcasses of known genetic line! 

Mr. Herrmann. They are not. They are selected from the coolers 
of the packing company according to weight and grade. We wanted 
to make the sample big enough. Carcasses from 700 hogs should en. 
able us to come up Ww ith some answers with respect to the relationship 
between measurable quality factors and palatability as a basis for i am 
proving pork cut and pork carcass grades. 

Mr. ANDERSEN . 350 known on the one hand, and 350 unknown, on 
the other ? 

Mr. Herrmann. Those selected from coolers are unknown in cer- 
tain respects. The staff will go into the cooler and pick them out ac 
cording to grades, weights, and certain other characteristics called for 
in the experiment. 

STUDY OF MEAT-TYPE HOGS 


Mr. Wuirren. Mr. Herrmann, I hope that you will feel free to 
enlarge on this later. We will be glad for you to take into consid- 
eration the report that the committee has just released in connection 
with the subcommittee’s study on meat-type hogs. That report will 
reflect many of the problems that the committee has observed and 
many of the fields in which these results will be beneficial. 

In our studies and surveys we found that in practically every area 
the development work was “tied to the feeds that were available. In 
other wor a , frequently feeds that apparently produce more lean meat 
in certain sections of the world are not available in others. That 
gives us the genetic problem of trying to get the hog that will give 
you lean meat on the feed which is available. That is always the 
major controlling factor, you might say, in what happens in a given 
area. To know what the feed will produce in the way of meat-type 
hogs is important to the area that has that kind of feed. 

Many times it has been pointed out here that one of our problems 
with fat on hogs is due to corn. Yet, from my own observations the 
abundance of corn in many areas of the country may not be the only 
thing. It may not be the corn as much as the quantity of the corm 
that 1 may be going in. 

Inc identally, in all of our studies there was only one place where 
they would not give us that information. That was in Denmark and 
had to do with the results of their studies on feed. I believe that is the 
only place. They said that was personal and private. But, other 
than that, so far as we were able to tell, they were most cooperative in 
supply! ing us any information. 

In Sweden, in these pig pens they had 15 or 20 lengths of metal chain 
and I asked about it because I saw the hogs play w ith this chain. They 
told me it keeps them quiet so that they “do not bite each other. Any- 
way, we observed that and then we told the hog producers we saw 
later we never found anybody who had heard of it before. 

We do think that, by bringing together in this report the problems 
of packers, plus information that we have from our own Department, 
plus how these problems are being approached in various countries 
of the world, we will help to promote a great improvement in this 
whole field. 

May I say that this culminates 2 years of effort by this committee and 
we have had the cooperation of the Department, which we appreciate. 
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Particular reference ought to be made to Dr. Engleman and Mr. 
Gaarder for their cooperation in coordinating this material and help- 
inguson the study. 

Mr. Herrmann. I believe a few more comments are in order in 
rounding out the discussion of the factors influencing the quality of 
pork, As was mentioned previously, the University of Wisconsin was 
slected as the contractor for this project. This was done because the 
university not only had a swine herd available but because the staff had 
the ability and facilities to do the required research. 

In order to determine the measurable qualities in pork as they relate 
to palatability and to grade the experiment is carefully planned so the 
data can be quickly and accurately analyzed. 

Butcher hogs are selected at carcass weights of 125 pounds and 
down, 150 to 170 pounds, and 200 pounds and up. Sows are selected 
for slaughter at live weights ranging from 375 to 425 pounds or 280 
to 320 pounds, carcass weight. Butcher hogs from the university 
herd are selected at the ages of 4 to 414 months, 6 to 7 months, and 9 
to11 months. Sows will range from 15 to 18 months in age and 
4 to 30 months. Five degrees of marbling will be used throughout. 
All carcasses will be graded, given standard measurements and cutout 
results will be recorded. Tests of fresh and cooked samples will 
include color, pH, and electrical conductivity, press fluid, shear, 
denture, and firmness of muscle tests. The degree of marbling and 
sam fat will be photographed and recorded. Microscopic exami- 
nations will be made of cell and tissue structure and organoleptic 
tests will be included to record flavor, tenderness, odor, and juiciness. 
Cooking losses will also be studied. 

All of the measurable factors will be analyzed and related to each 
other and to the results of palatability tests made by a task panel of 
12. Finally, these factors will be svalnated as they relate to existing 
grades of pork cuts and pork carcasses. 

The project will run for 40 months, 12 of which have passed. 
About 200 carcasses have been analyzed and the data recorded on 
[BM cards. When the last carcass is examined the analyses can be 
quickly concluded by the use of the electronic computer. 


RESEARCH UTILIZING FOREIGN CURRENCIES 


One more item before turning the discussion to Dr. Trelogan—Dr. 
Hilbert of the Agricultural Research Service discussed with this com- 
mittee the proposed program of the Department under the research 
provisions of section 104 of Public Law 480. I do not wish to dupli- 
cate that discussion but would like to comment briefly on the Agri- 
cultural Marketing Service portion of that program. 

We received a small foreign currency allocation for fiscal year 1959. 
All projects being proposed are in the field of market quality. The 
requests of the Agricultural Marketing Service for marketing re- 
varch funds for foreign research projects under Public Law 480 for 
iscal year 1960 are very conservative because we do not have dollars 
or personnel to carry on an extensive program. Our work will prob- 
wbly be located very largely in laboratories and research institutions 
‘n Europe and Israel because those areas seem to offer the best possi- 
lity for our type of work and will require a minimum of staff time 
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and expense in supervision. The projects selected will for the most 
part fall in the area of basic research and largely in the field of market 
quality. We may undertake a few engineering and economic projects 
and we will explore the possibility of some basic research in the area 
of consumer preference. 

Mr. Chairman, that concludes my discussion of selected items in 
the marketing research program. 


BARGAINING POWER OF CHAINSTORES 


Mr. Sanrance.o. Dr. Herrmann, in view of the rapid rise of the 
large chainstore systems and the unofficial complaints about some of 
the packinghouses of the disparity in bargaining power between the 
packers and the chainstores, have you made any inquiry into whether 
or not the bargaining powers of both groups have been kept ona 
competitive basis or whether there is a tendency toward a monopoly 
on the part of the chainstores ? 

Dr. Herrmann. I do not believe we have any studies in that area, 

Mr. Lennartson. Mr. Santangelo, I might mention—and you ar 
probably aware—that the Federal Trade Commisison is just beginning 
a very broad study in this whole field of the relationship of bargaining 
power between these large groups. 

Mr. SAantaNnGELO. I have read something in the newspapers with 
regard to it. 

Mr. Lennarrson. I thought you would be interested in that. 

Dr. Herrmann. That isa regulatory activity. 

Mr. Sanrancevo. I was wondering whether or not you people had 
gone into the subject in connection with the prices to the consumer 
which I suppose the Federal Trade Commission is also interested in, 

Dr. Herrmann. We have this in the report that Dr. Trelogan will 
present. We have some material with respect to pork, with detail 
regarding how much the producer gets, and the retailer receives. 

Mr. SanranceLo. Would you review for us the activities during 
this past year, Dr. Trelogan ? 


MARKET PRICE SPREADS 


Dr. Tretocan. Yes, sir; I would be very happy to. Because of the 
interest expressed by the committee, I shall direct my remarks first 
to the studies of cost and margins, or the spread, between the prices 
received by farmers and paid by consumers. 

To facilitate discussion, I have prepared two charts that we can 
look at and readily see the picture. You will note that retail prices 
paid for food reached a record high in 1958. So did the consumer 
price index. In fact, it was front-page news a month ago when the 
consumer price index declined by a fraction of a percent. As has 
been the case every time in the last 10 years when consumer prices 
were stabilized or declined, it could be attributed to a decline in food 


prices. In each case it could be traced directly to declines in prices 
received by farmers. 
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Marketing charges for food products have gone up consistently 
every year since 1950. Gross margins for marketing continued to 
rise last year, especially the retail margins reflected in prices for 
agricultural products. 

It may be noted also that the farmer’s share of the consumers’ food 
dollar remained at 40 percent. Retail food prices hit an alltime high 
in the spring of 1958 when meat — were light and some fruits 
and vegetables were short. Thus the farmers’ share averaged 41 
percent in the first 6 months. It averaged 39 a in the last 6 
months, and reached a low of 38 cents in December. Prices received 
by farmers have remained well below the 1951 peaks, as you will note 
onthe chart. 

The widening marketing spreads are attributable to rising costs that 
have occurred quite generally in the marketing system, especially at 
the retail level, and among such commodities as bread, dairy products, 
and meats. Notable exceptions may be found, however, in a few 
instances such as poultry products. 

A special report on the price changes, based upon the program that 
we have been carrying out pursuant to the instructions of this com- 
mittee, is available for the record. I have copies here to present to 
allof you if you wish them. 

Mr. Weis. Mr. Chairman, may I explain that the appropriation 
carries & special provision that we shall spend not less than $350,000 
ayear on cost and margin work. We have for the last 2 or 3 years 
presented a report of what was done under that provision. The report 
Mr, Trelogan is handing to you is a report for the current year, and 
we would appreciate it if this might be included in the record. 

Mr. Anpersen. I would make that suggestion, Mr. Chairman. 

Mr. Sanrance.o. Without objection, it will be included in the rec- 
ord at this point. 

(The report referred to follows :) 


STATEMENT ON DEVELOPMENTS IN MARKETING SPREADS FOR AGRICULTURAL 
PRODUCTS IN 1958 


FOOD PRICES 





AND THE COST OF LIVING 





Food prices at retail continued to rise in 1958 and reached a record high 
during the year. Food is the largest item in most city family budgets. There- 
fore, rising food prices have received much public attention as a part of the 
werall rise in the cost of living. Food prices rose more than the average of 
ill consumer prices in 1958. Contrary to prevailing beliefs, however, food 
prices are not as high in relation to the average of all consumer prices as they 
were in 1952 and several earlier postwar years. Lower prices received by 
farmers from the sale of food products have kept food prices from rising as 
much since 1952 as other consumer prices (fig. 1). 

Since World War II, consumer prices on the average have stabilized or 
ieclined only when farm prices of food products declined. The drop in prices 
of food products at the farm level was probably the major factor in preventing 
aly significant overall rise in consumer prices during the 1952-56 period. Con- 
versely, the rise in food prices at retail and at farm levels was a major factor 
ithe substantial increase in the cost of living between mid-1956 and mid-1958, 
$measured by the Bureau of Labor Statistics Consumer Price Index. The rela- 
le stability of the consumer price index during the last few months also has 
n associated with lower farm prices (fig. 1). 
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The relatively lower level of food prices compared to the average of all col 
sumer prices since 1952 can be attributed entirely to lower farm prices. Mar 
keting charges have continued to rise, and in 1958 averaged 35 percent higher 
than in 1947-49 (fig. 2). This increase was substantially greater than the 
increase of 23 percent in the Consumer Price Index. 
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Figure 2 


RECENT CHANGES IN FOOD PRICES AND MARKETING CHARGES 


Gross marketing margins and profits of marketing firms, especially at the 
retail level, continued to rise last year. Higher farm prices as well as higher 
marketing charges contributed to the average rise in retail prices between 
1%7 and 1958. Consequently, the farmer’s share of the consumer’s retail food 
dollar was the same in 1958—40 percent—as in the 2 preceding years. 

Retail food prices reached an all-time high in the spring of 1958. Farm prices 
tose sharply in early 1958, largely because of light supplies of meat products and 
sme fresh fruits and vegetables. Marketing charges also increased during 
this period and continued to trend upward during the entire year. Farm prices 
have dropped off markedly from the levels reached in early 1958 and have 
brought retail prices down, but by a smaller amount than the drop in farm 
prices (fig. 1). The farmer’s share averaged 41 percent during the first half of 
the year but only 39 percent in the latter half because of the declining farm 
prices, 

The retail-store cost of a ‘market basket” of farm food products (representing 
the average quantity of food purchased annually in retail food stores by an 
wrhan workingman’s family) was $1,065 in 1958, an increase of $58, or almost 
6 percent, from 1957. This was the largest year-to-year rise in food prices 
ince 1950-51, at the beginning of the Korean conflict. Of the $58 increase, 
higher prices to farmers from the sale of their food products accounted for 
26 and higher farm-retail price spreads $32. Thus, higher marketing charges 
nade up more than half of the total rise in food prices in 1958. 

In comparison with the previous high of $1,034 in 1952, the retail cost of the 
“narket basket”? was $31, or 3 percent, higher in 1958. The share received by 
the farmer in 1958 was $427, compared with $482 in 1952. However, the farm- 
retail spread—the share going to marketing agencies—rose from $552 to $638, 
hore than offsetting the lower returns to farmers (table 1). 





1328 


BIGHER MARKETING COSTS 


Higher costs of performing marketing operations are the major factor j 
the widening farm-retail price spreads. As illustrated in figure 3, page 9, Change 
in the spread between farm and retail prices of food products are closely relata 
to changes in marketing costs.’ 


INCREASE IN FOOD MARKETING SPREADS 
AND COST FACTORS 
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Figure 3 


Labor cost, the most important element in the food marketing bill, increased 
during 1958 as it has each year since the beginning of World War II, but ata 
slower rate than in several preceding years. Hourly earnings of employees of 
food marketing firms averaged $1.98 in 1958, compared with $1.90 in 1957. This 
increase of 4 percent was less than the 5-percent increase in marketing charge 
and the 6-percent rise in retail prices of farm food products. Furthermore, the 
productivity of food industry workers continued to increase, so that the rise 
in average labor cost per unit of food marketed was less than the rise i 
wages. Compared with 1947-49, labor costs per unit of food marketed have 
increased only half as much as hourly earnings because of greater efficiency it 
the use of labor, made possible by the substitution of large amounts of labor 
saving machinery and the introduction of improved work methods. 


1 The index of marketing costs used in fig. 3 measures changes in labor costs, transporte 
tion charges, and costs of fuels, utilities, packages and containers, machinery and equip 
ment, and construction. 
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TaBLE 1.—The farm food market basket: Retail cost, farm value, farm-retail spread, 
and farmer’s share of retail cost, 1947-69 } 


————————————————————————————_——— 


Year and month Retail cost 2 | Farm value?| Farm-retail | Farmer’s 
spread share 


Dollars Dollars Dollars | Percent 
$911 $467 $444 
982 497 485 
‘ 928 435 493 
SD DUOTOND: <n acenscmndsumennaspeutisnnadn dames 940 466 474 
Da kenaisehuee secs os ing ok desea senate et CEE Re eee 920 432 488 
1, 024 497 527 
1, 034 482 552 
1, 003 445 558 
986 421 565 
969 395 57. 
972 390 582 
1, 007 401 606 
1, 065 427 638 
1957—January 978 389 589 
February : 987 383 604 
981 388 593 
992 394 
1, 000 393 
1,014 402 
1, 029 411 
1, 036 421 
September ee nites 1, 026 412 
October : 1,017 402 
ees raid eaeaeacn alii eas 1,012 408 
December. 1, 016 413 
1958—January 1, 042 422 
February 1, 049 430 | 
1,075 456 
1, O85 452 
1, O85 447 
‘ 1, O84 434 
July 1, 080 425 
August ‘ 1, 065 416 
| 1, 060 419 | 
1, 053 410 
1, 049 407 642 
December 1, 042 400 642 
19§9—January 1, 048 407 641 





1 The farmer’s share and index numbers of the retail cost, farm value, and farm-:etail sp-ead for the years 
1913-56 are published in ’’ Farm Retail Spreads for Food Products,” U.S. Department of Agriculture Miscel- 
laneous Publication 741, 1957. 


‘Retail cost of average quantities of farm foods purchased per urban wage earner and clerical worker 
family in 1952, caleulated from retail prices collected by the Bureau of Labor Statistics. 


‘Payment to farmers for equivalent quantities of farm produce minus imputed value of byproducts 
obtained in processing. 


‘Preliminary estimates. 


Transportation rates and costs of materials and supplies have followed the 
general upward trend in prices in the postwar period. Rail freight rates are 
up over 80 percent since 1945; they increased about 4 percent in 1958. Prices 
of containers and packaging materials, motortrucks, machinery and equipment, 
and many other commodities (not including raw materials) bought by marketing 
firms continued to rise in 1958, but increases generally were more moderate 
than in most recent years. 

The farm-retail spread for the market basket has risen by a considerably 
larger amount in the last 2 years than in the preceding 4 years (table 2). In- 
creases in labor costs, transportation costs, and costs of supplies and materials 
have accounted for some but not all of this accelerated rise in the farm-retail 
spread. Changes in other cost factors and profits may account for some of this 
difference. Advertising and promotional expenses have made up an increasingly 
large part of marketing firms’ operating expenses. A summary of operating 
data for 30 food chains revealed that gross margins as a percentage of sales 
rose from 18.2 percent in 1955 to 20.4 percent in 1957. About half of this 
crease of 2.2 percentage points in gross margins came from higher advertising 
expenses, which rose from 0.8 percent of sales to 1.9 percent of sales. Much of 
the remaining increase in gross margins was reflected in higher profits, as 
profits, before taxes, rose from 2.4 percent to 30 percent of sales. 
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TRADING 





STAMPS 


In recent years more and More of the larger food stores are using trading 
stamps in their efforts to win customers. The cost of buying and handling traj. 
ing stamps and the counter-promotional activities of nonstamp stores account 
for a major part of the increased advertising expenses of retail food stores, 
Findings of a study recently published by AMS indicate that the increased ng 
of trading stamps has added to the average level of food prices. During the 
period covered by the study, food prices in supermarkets adding stamps in 
creased an average of 0.6 percent more than in stores not adding stamps. Hoy. 
ever, while trading stamps likely have added to the overall marketing costs for 
food, the value of the premiums the housewife receives if she redeems her 
stamps does, in some instances, more than offset any added cost of her groceries 


TaBLE 2.—Changes in farm-retail spread, marketing costs, and unit profits, 1947-58 


j : t ane a8 ines ae ng 


























Percentage change from preceding year 
Marketing Farm-retail | i a 
Year costs ! spread 2 Unit profits 3 | | 
(1947-49= 100) | (1947-49= 100) |(1947-49=100)| Marketing Farm-retail | Unit profits 
costs spread 
os ss cheba ieeaael 
| Percent | Percent Percent 
a 91.0 | 93. 7 1G i acscmencsaaee sci ager wsdbesaet 
Deakin ahothin sccniteieh 102. 6 | 102. 3 | 94 12.7 | 9.2 —13.0 
Ns 106. 4 104. 0 98 3.7 | 1.7 43 
108. 4 102.8 | 115 1.9 | —1.2 7.3 
117.4 | 111.2 | 96 8.3 | 8.2 —165 
120.1 | 116.5 | 95 2.3 4.8 —1.0 
122.7 | 117.7 | 99 | 2.2 | 1.0 42 
125.0 | 119.0 | O4 1.9 | 1.1 -51 
125. 6 | 121.2 | 111 5 | 1.8 1&1 
130.0 122.8 | 123 | 3.5 | 1.3 10.8 
135. 3 | 127.8 | 121 | 4.1 | 4.1 | -16 
139. 5 134. 5 (4) | 3.1 | 5.2 (4) 








! Weighted index of unit labor costs, rail freight rates on agricultural products, and costs of equipment 
and supplies bought by food marketing firms. 

2 For market basket of farm foods. 

3 Profits (before taxes on income) per unit of food marketed. 
‘ Not available. 


OTHER COST ITEMS ° 


State and local taxes, rents, and insurance rates are among the several 
other cost items that have risen in many areas of the country and are adding 
to marketing spreads. Some of the gains in labor efficiency made through e 
penditures for plant and equipment have been offset by increased capital costs 
and depreciation allowances. 


PROFITS 


Profits are a smaller part of the food marketing bill than items such as labor 
costs and taxes, but they are not an inconsequential part. From 1951 to 195, 
profits (before taxes) per unit of food marketed were below the 1947-48 
average (table 2). This was also a period when the overall rise in farm retail 
spreads was for the most part relatively modest. But since 1955, profits have 
risen substantially. Indications are that profits were as high or higher i 
1958 than they were in 1957. Profits of food-processing companies for the first 
three quarters of 1958 were slightly above the same period for 1957. Financial 
statements of leading food chains covering various periods of 1958 show that 
profits of seven out of eight companies were higher than for comparable periods 
in 1957. 

Profits in relation to the sales dollar of leading food marketing firms have 
in general trended upward in recent years, although they are below the reli 
tively high levels in the immediate postwar years (fig. 4). Total profits of 
these firms, however, have increased sharply because of increased sales volume 
and higher price levels. 
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OUTLOOK FOR HIGHER MARKETING COSTS 


The upward pressure on marketing costs seems likely to continue. More 
rigidities—on the downward side—seem to be built into the marketing system 
than ever before. The upward climb of wages has been only slightly retarded 
during recent recessionary periods. The continued growth of fringe benefits 
adds to the inflexibility of labor costs. Also, clerical, administrative, technical, 
and sales employees have become a larger percentage of the working force. 
These employees are less subject to layoffs during slack periods than production 
workers. Taxes, real estate and capital costs, and transportation and utility 
charges are other items adding to the upward pressure on costs over which 
warketing firms have little direct control. 


MANAGEMENT EFFORTS TO CONTROL COSTS 


Emphasis on service competition.—Prices and costs may be reduced through 
either reducing services provided to consumers or cutting the cost of providing 
these services. Decreases in services in our growing urbanized economy do not 
“em likely. In recent years, housewives generally have been willing to buy 
more rather than fewer services. While housewives have been price conscious, 
they also have been intent on obtaining high quality foods, buying foods that 
are ready to cook or ready to eat, and buying foods in retail stores that provide 
them with plentiful parking space, pleasant surroundings, and various premiums, 
coupons, and trading stamps. - Likewise, large food-processing and distributing 
firms seem to be placing more emphasis on nonprice forms of competition, 
including provision of various services to their customers. 

Management does appear to be seeking solutions to the ever-present pressure 
of costs on prices by (1) substitution of capital for labor; (2) volume buying; 
(3) volume selling ; and (4) cost control through integration of buying and selling 
functions. These efforts are having marked effects on the organization of the 
marketing system. 
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Organizational changes in system.—Major changes are taking place in the 
structure of the marketing system—for example, in the number, size, an¢ 
location of marketing firms, the ownership of these firms, and the extent to which 
they are diversifying. These changes are having a pronounced impact on the 
kinds of buyers to whom farmers can sell, the terms and conditions of sales, and, 
consequently, on marketing costs and prices. (The effects of some of these 
changes on marketing costs are discussed in the commodity reports summarized 
later in this statement. 

While sales volume of agricultural product continues to increase, the number 
of firms in most processing and distributing activities has declined steadily for 
several years. Shifts in ownership or control have resulted in the consolidation 
of existing companies. A pilot study of 235 large food marketing corporations 
indicates that about one-third acquired one or more companies by merger during 
the period 1947-56. This survey has been extended to cover a large sample of 
processing and distributing firms. A study dealing with the pattern and diversi- 
fication of ownership showed that the largest 2 percent of all food marketing 
companies account for over 40 percent of all employment in assembly, processing, 
wholesaling, and retailing of food products. Also, a number of these larger 
companies have diversified their operations. 

Growing emphasis on specification buying—Several studies have shown that 
the buying practices of these large companies are emphasizing the necessity for 
individual producers or producer groups to furnish large lots of uniform-quality 
products and a stable supply from season to season. The specifications as to 
product quality and uniformity are, in many cases, becoming more narrowly 
defined. Procurement of many commodities by retailers is continuing to shift 
from wholesale markets to processors, assemblers, and, in some cases, individual 
farmers. 

RESEARCH—AN AID TO MANAGEMENT 


With the changes that are taking place in marketing costs, more information 
is needed on the reasons why marketing costs are what they are and how they 
ean be reduced or be kept from rising, in view of the continued increases in wage 
rates, transportation rates, and other costs of marketing firms. We are collect- 
ing cost data from marketing firms. Various methods of analysis are being used 
to provide managers of these firms with information on how the efficiency of 
their operations can be improved. Under competitive conditions, cost savings 
achieved by marketing firms can benefit both farmers and consumers. 

Improved organization of the marketing system also can lower per-unit costs 
of marketing farm products. More direct methods of marketing many farm 
products have lowered costs by eliminating some buying and selling transactions, 
physical movements, and transfers of products; and have facilitated maintenance 
of quality during the marketing process. However, changes in procurement and 
specification buying under contract arrangements are weakening the position of 
many traditional markets as pricemaking centers. Studies have been completed 
or are underway in several commodity areas to improve the efficiency with which 
prices are determined and to supply needed information to those buying and 
selling farm products. 


RESULTS AND PROGRESS OF SPECIAL PRICE SPREAD STUDIES 


Several special studies of margins and costs were completed last year. In 
these studies, price and cost data were collected for specific lots of products 4% 
they moved through the marketing system. Other studies were conducted chiefly 
to develop sources of price data from which to compute current farm retail 
spreads for a large number of food products. From these data, we also are 
able to estimate how the spread is divided among the various marketing agencies. 
A substantial amount of information on costs and margins for marketing farm 
products is now available. To improve public understanding of the factors 
associated with changes in food prices, increased emphasis has been placed on 
dissemination of these data. 

Some of the research findings from these studies of individual products and 
product groups are presented in the following pages of this report. 


WHITE BREAD 


3read prices in New York and in west coast cities climbed almost 2 cents per 
pound in the latter part of 1958, a sharp rise which cannot be explained by 
increases in costs. During 1958, the average U.S. price of a pound loaf of white 
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pread rose by 0.5 cent. Retail prices of bread have risen more in the postwar 
riod than those of any other major food product except coffee. 
Between 1948 and 1958, the retail price of a 1-pound loaf of white bread rose 
from 13.9 cents to 19.3 cents, an increase of 39 percent (fig. 5). During this 
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Figure 5 


period, the farm value of all ingredients declined 0.4 cent. The farm value of 
the wheat equivalent to a 1-pound loaf moved downward from 2.6 cents to 2.4 
cents. The farmer’s share, expressed as a percentage of the retail price, de- 
creased from 24 to 16 percent for all ingredients, and from 19 to 12 percent 
for wheat. Consequently, each year more of the consumer’s dollar spent for 
bread is going to pay for services performed by the marketing system. The 
possible effect on the price of bread if the price of wheat were at parity levels 
isshown in figure 6. 
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Figure 6 


The margin of the baker-wholesaler in 1958 accounted for 58 percent of the 
retail price. During the 1948-58 period, this margin rose 4.9 cents, or 91 percent 
of the entire increase of 5.4 cents in the retail price. The widening of this 
margin may be attributed largely to higher charges for the baking and whole 
saling operations, excluding ingredient costs. Rises in wage rates, salaries, 
and commissions contributed to the increase. 

Retail margins also widened by 0.7 cent; however, the percentage of the retail 
price accounted for by the retail margin declined from 17 to 16 percent. 

The flour miller’s margin remained at 0.6 cent for all but 1 year of this period. 
Charges for transportation, storage, and handling of grain, and for the process 
ing of ingredients other than wheat rose slightly between 1948 and 1958. 


DAIRY PRODUCTS 


Dairy products—The retail cost of the dairy products group in the market 
basket increased $3, or 1 percent, to a new high in 1958. The farm value dropped 
$1 and the marketing margin increased $4. The farmer’s share declined slightly, 
from 46 to 45 percent. The margin has increased every year since 1950 (fig. 7). 
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Figure 7 


The farm-retail spread increased from 1957 to 1958 for each item in the dairy 
products group, but the farm value decreased for each item. However, decreases 
in farm prices did not offset the margin increases, so retail prices increased for 
al items except butter. The farmer’s share decreased for each item except 
ce cream, which remained unchanged. 

Fluid milk.—Retail prices for fluid milk on a single-quart basis averaged 24.8 
cents in 1958—a record high. The increase in 1958 was less than increases in 
1956 and 1957. The farmer’s share of the retail price in 1958 was 10.7 cents, 
which was 0.2 cent lower than in 1957, 1.2 cents below the 1952 high, and 0.5 
rent above the post-Korean low of 10.2 reached in 1955. The marketing margin 
has risen an average of 5 percent a year since 1950. It rose from 13.5 cents 
in1957 to 13.8 cents in 1958, about the same rise as in 1956 and 1957. 

Our study of price spreads in the Chicago market showed that shifts to the 
ise of larger containers, sales of multiple-quart units at prices below the single- 
wuart price, and increased sales through retail stores have had a signifieant 
efect on trends in marketing margins for all fluid milk. For Chicago, marketing 
wargins based on the single-quart price for milk delivered to homes increased 
from 11.5 cents per quart in January 1947 to 16.5 cents per quart in December 
157. Based on a weighted average retail price for milk in different sizes of 
containers and in stores as well as delivered to homes, the marketing margin 
was 9.8 cents a quart in January 1947 and 12.1 cents a quart in December 1957, 
it increase of only 2.3 cents a quart compared with the 5-cent rise for single 
wart deliveries to homes. 

Our study of the operations of a group of 80 representative fluid milk proc- 
‘sing and distributing firms showed that from 1952 to 1958 the unit value of 
oducts sold by fluid milk distributors remained fairly stable. Although the 
jrice per quart paid by consumers rose, shifts in sales outlets toward sales in 
‘arger containers and to wholesale outlets, both at lower prices, held steady 
the unit value of sales by fluid milk processing and distributing firms. 
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In 1958, fluid milk distributors’ total operating costs per unit of product rop 
about 3 percent. The change was due chiefly to the increase of more than 4 
percent in salaries, wages, and commissions per unit of product. Raw-materia| 
costs were up 1.1 percent; rent, repairs, and depreciation, 0.7 percent; and other 
expenses, 3.6 percent. Operating supplies showed no change, and only container 
costs decreased, by 0.8 percent. 

From 1952 to 1958, costs of raw materials per unit sold by fluid milk dis. 
tributors decreased 9 percent, operating costs per unit rose 20 percent, and net 
profits per unit, before income taxes, fell 36 percent (fig. 8). The decline in the 
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Figure 8 


unit costs of raw materials was caused by the drop of 11 percent in the cost of 
raw milk and cream purchased from farmers. Unit costs of other raw ma 
terials rose 6 percent from 1952 to 1958. 

Sales volume of plants covered by this study has grown more than a third 
since 1952. The average volume of product processed per distributor plant il 
the first quarter of 1958 was 42 percent larger than in the first quarter of 1952 
and value of sales was up 39 percent. For this period, medium-size firms il 
creased most in volume, 57 percent, as compared with 34 percent for large firms 
and 87 percent for small firms. The increase in value of sales was 55 percellt 
for medium-size firms, 48 percent for small firms, and 28 percent for large firms. 

During the same period, nonfarm consumption of milk in the United States 
increased by 17 percent. This rise accounts for a little less than half the growth 
in average volume of milk distributing plants. The remainder resulted from 
the absorption of volume from other plants, some of which went out of business 

Cheese.—Both the wholesale price and the farm value of American processel 
cheese declined in 1958. The farm value at 28.1 cents per pound was down Oi 
cent from the 1957 level; the wholesale price at 36 cents was down 0.5 cent 
However, the wholesale-retail price spread increased by 0.9 cent, more than off: 
setting the decline in the wholesale price. As a result, the retail price increased 
0.4 cent to 58 cents. The farmer’s share of the retail price dropped by 4 pe& 
centage points to 48 percent. 
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Retail prices and marketing margins—particularly wholesale-retail margins— 
for natural American cheese vary widely from lot to lot. Our case studies of 
the marketing of Cheddar cheese produced and distributed in the southeastern 
United States showed that wholesale prices and farm values were fairly uniform, 
put that wholesale-retail spreads varied from as little as 1 cent per pound for 
cheese sold as a weekend special in a supermarket to as much as 30 cents per 
pound in small crossroads country stores. As a result, retail prices ranged from 
39 cents to 69 cents per pound and the farmer’s share of the retail price ranged 
from 56 percent to 31 percent. Prices received by cheese plants ranged only 
from 35 cents to 36.5 cents. 

Another study, conducted in the Midwest, indicated that wide differences in 
margins for natural Cheddar cheese are associated with differences in mar- 
keting channels and services. Part of one lot of cheese sold in 164% ounce 
packages had a marketing margin of 29.8 cents, compared with 52.2 cents for the 
part sold sliced in 6-ounce packages. 

Nonfat dry milk.—The average retail price per pound of instant nonfat dry 
milk, as Shown by the prices developed through cooperation with the Bureau of 
Labor Statistics, rose 1 cent in 1958, while the average farm value of the equiv- 
alent amount of skim milk fell 1 cent. Thus the marketing margin rose 2 
cents per pound while the farmer’s share fell from 19 percent to 16 percent 
of the retail price. 

Information obtained during our study of marketing practices and costs for 
nonfat dry milk shows that relatively few firms package instant nonfat dry 
milk for retail sale. The major part of the sales of nonfat dry milk in con- 
sumer packages is concentrated in the hands of a few firms. The heavy promot- 
ing and advertising costs involved in developing a market for instant powder in 
consumer packages discourage other firms from entering the field . 

Butter—The marketing margin for butter rose to 23.1 cents in 1958, an in- 
crease of 0.5 cent from 1957, while the retail price declined 0.1 cent and the 
farm value fell 0.6 cent. 

There is no pronounced trend in the marketing margin for butter. It tends 
to be greater in amount but smaller proportionately in years when the retail 
price is high. From 1950 to 1958, it moved within a range of about 3 cents 
and showed less tendency to increase than margins for most other food products. 

The increase in the marketing margin for butter during 1950-58 was in the 
wholesale-retail component, which increased 5 cents between 1950 and 1958. 
During the same period, the farm-wholesale component decreased 1.9 cents. 

To gain greater understanding of the marketing process, 10 shipments of 
butter were studied in 1957-58. Eight of these shipments or parts of shipments 
were distributed in pound or half-pound packages through retail stores, with 
the farm-retail margins ranging from 13.8 to 22.2 cents a pound. A part of one 
shipment was sold to consumers from home-delivery routes of milk distributors. 
The marketing margin in this case was 21.1 cents. Parts of two shipments 
which were sold in bulk for use in bakery products had total margins of 9.2 
and 13.6 cents. Parts of two other shipments were printed in patties of various 
sizes for use by restaurants, the total marketing margins in these cases being 
13.1 and 21.8 cents (figs. 9 and 10). 
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Figure 10 
FRUITS AND VEGETABLES 


Price movements of fruits and vegetables during the last year illustrate the 
effect of reduced supplies on market prices. Farm prices of the “all fruits and 
vegetables” group in the market basket averaged 8 percent higher than in 1957; 
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retail prices were up 7 percent. Farm prices of fruits and vegetables for fresh 
use were up 12 percent. Most of the increase in retail and farm prices occurred 
during the fist half of the year and was due primarily to adverse weather con- 
ditions in Florida. Below-freezing temperatures, flooding rains, and high winds 
from mid-December 1957 through February 1958 severely damaged citrus fruits 
and potatoes, and destroyed most of the tender types of vegetable crops. 

Marketing charges for fruits and vegetables increased again in 1958, as they 
have in 8 of the last 10 years. Marketing charges were 6 percent higher for 
1958 than for 1957, and 34 percent higher than during the 1947-49 period. Mar- 
keting charges are a larger component of the retail price for fruits and vege- 
tables than for most other farm food products. The increase in marketing 
charges has resulted mostly from increases in the costs of performing marketing 
services and from added marketing services. 

Some of the variations in the costs, services, and marketing patterns for vari- 
ous fruits and vegetables are illustrated in studies of potatoes, oranges, and 
apples. 
inmes potatoes.—While retail prices for late-crop potatoes increased in 
1958, there was relatively little change in the marketing margin, and most of 
the increase in retail prices was reflected in grower returns (fig. 11). Retail 
prices for late-crop potatoes averaged higher in Atlanta, Chicago, Los Angeles, 
and New York City in the October 1957 to April 1958 period than during the 
previous season. The largest increase was in Chicago, where the average retail 
price was 25 percent higher, at $7.39 per 100 pounds, compared with $5.91 per 
100 pounds during 1956-57. 


LATE CROP POTATOES 


Retail Price, Marketing Margins, and Grower Returns 
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Figure 1l 


Total marketing margins in the four cities changed little between the two sea- 
sons, increasing slightly in Atlanta, Chicago, and New York City, and decreasing 
0 Los Angeles. The largest change was in Chicago, where the marketing mar- 
gin for late-crop potatoes increased an average of 48 cents per 100 pounds, in 
part because Western Russet potatoes made up a larger proportion of the potatoes 
marketed in Chicago. The retail margin for late-crop potatoes was 46 cents 
higher in Chieago and 18 cents lower in Los Angeles than in 1956-57. Returns 
lo growers for late-crop potatoes marketed in the four cities during the 1957-58 
Season ranged from 28 to 34 percent of the retail price, compared with 18 to 24 
percent for 1956-57. 
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Florida oranges.—The retail price for frozen orange concentrate declined dup. 
ing the 5-year period from 1952-53 through 1956-57, while prices for fresh 
oranges and canned single-strength juice increased. During the Novembe 
1956 to May 1957 period, the retail price for frozen concentrate in Chicago ayer. 
aged 18.3 cents per 6-ounce can,” compared with 19.1 cents for canned single 
strength juice and 23 cents for fresh oranges in quantities that would supply 
an equal quantity of juice to the consumer.’ This relationship between price 
changed somewhat during the 1957-58 period (table 3). 

The reduced production of oranges in 1957-58 raised prices of frozen concep. 
trate proportionately more than those of fresh oranges, but prices of canned 
juice declined. A part of the orange crop ordinarily used for concentrate did 
not meet the necessary quality standards and was used for canned juice instead, 
The retail price for frozen concentrate showed the largest change between the 
two periods, with a 20-percent increase in Chicago and a 24-percent increase ip 
New York City. In contrast, fresh oranges were 14 percent higher in Chicago 
and 16 percent higher in New York City than a year earlier, while prices of 

eanned single-strength juice were 8 percent lower in each city. 


TaBLe 3.—Florida oranges: Retail prices, marketing margins, and grower return 
for 24-ounce juice equivale nts, Chicago and New York City, November to May 
1956-57 and 1957-58 

{In cents] 


Chicago New York City 


i | 
Item | Canned | Frozen | Canned | Frozen 
Fresh single- concen- Fresh | single- | concen 
} oranges | strength trate oranges | strength trate 
juice | juice 


1956-57: | 
Retail price !_._. Fs 23. 19.1 
Marketing margin: 
Wholesale retail margin ? 
Transportation charges 3 -| 
Packing costs or processor’s mar- 
gin 4__ 
Packing and hauling 5 ~~ 





Total. 
On-tree return to grower Seon 


1957-58 

Retail price !__.. 

Marketing margin: 
Wholesale-retail margin ? 4 
Transportation charges 3 .. 4. 
Packing costs or preoessor’s mar- 

gin 4__ con cue 3 
Packing and hauling §......_.._-- 1. 














aeii-7 <3 iia aca 19. 
On-tree return to grower Ms 6.6 











1 Average price first 3 days of the week containing the 15th ofeach month. Bureau of Labor Statistica. 

2 Fresh: Retail price less terminal selling charges and auction price. Canned: Retail price less transport 
ation charges and f.0.b. cannery price. F.o.b. cannery price for week containing 1st of each month, reported 
in Canning Trade magazine 

3 Rail freight from Lake Wales, Fla., plus standard refrigeration charges for fresh and frozen; includes} 
percent Federal transportation tax. 

4 Fresh: Spurlock, A. H. and Hamilton, “Costs of Packing and Selling Florida Fresh Citrus Fruits 
1956-57 Season. Agricultural Economics Mimeograph Report No. 58-6, Florida Experimental Station, 
Gainsville, Fla., and unpublished estimates for 1957-58. Canned: F.o.b. cannery price less weighted 
average delivered-in price paid by processors. Frozen: Ex-key warehouse price less transportation chargé 
and weighted average delivered-in price paid by processors. 

’ Spurlock, A. H., “Costs of Picking and Hauling Florida Citrus Fruits, 1956-57 Season,” Agriculturl 
Economics Mimeograph Report No. 58-7, Florida Experimental Station, Gainesville, Fla., and unpublished 
estimates for 1957-58. 

6 Fresh: Retail price less total marketing margin. Canned and frozen: Weighted average delivercd-2 
price paid by processors less picking and hauling costs. 


# Retail prices reported by the Bureau of Labor Statistics, represent mainly national! 
-advertised brands of orange concentrate. Processors’ selling prices for nationally al: 
vertised brands are somewhat higher than prices received for other brands. Thus, althoug) 
the data reflect changes that have taken place between the two periods, the processors 

margin is slightly higher than that for all concentrate. 

* Prices quoted for 24-ounce juice equiv: ilents, ie., 6-ounce can of frozen concentrate, 
24-ounce canned single-strength juice, and 3 pounds of fresh oranges. 
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The total marketing margin for frozen orange concentrate was substantially 
higher during the November 1957 to May 1958 period than a year earlier. It 
was 17 cents per 6-ounce can in Chicago in 1957-58, compared with 12.6 cents for 
the same period a year earlier, and 17.5 cents in New York City compared with 
12.4 cents for the same period a year earlier. This substantial increase was due 
primarily to the increased gross margin of the processor, which reflected gains 
in values of inventories held during the 1958 period of rising prices. Processors 
with frozen concentrate stocks on hand at the time of the freeze received gains 
on inventory in 1957-58, just as they sustained losses when prices declined during 
the previous year. Total margins for fresh oranges and canned single-strength 
juice increased somewhat between the two periods for both Chicago and New 
York City. The largest increase was for fresh oranges marketed in New York 
City. 

The wholesale-retail margin for fresh oranges was substantially higher in each 
season than for canned or frozen juice (fig. 12). Retailing margins for handling 
fresh produce are generally higher than fur canned and frozen products. The 
cost of processing oranges into juice is higher than the cost of packing fresh 
oranges. The relative size of these margins reflects the perishable nature of 
fresh oranges and the extensive preparation, packaging, and storage required for 
frozen concentrate and canned juice. For frozen concentrated juice, rail trans- 
portation charges from Florida to New York or Chicago are less than a fourth 
as much for an equivalent 24 ounces of juice as for canned juice or fresh oranges. 
Thus, additional processing of oranges into frozen concentrated juice does not 
increase the total margin and retail price. We plan to study other processed 
products to determine the overall effect of processing on marketing costs and 
prices. 
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Figure 12 
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Appalachian Red Delicious apples.—Total packing and marketing charges {vr 
Red Delicious apples, packed in tray packs in the Winchester, Va., area and de. 
livered to Philadelphia retail stores, averaged $2 per carton, or 44 percent of the 
price paid by retail stores. Net returns to growers after deducting packing and 
selling expenses averaged $2.57 per carton (table 4). 


TaBLE 4.—Marketing Appalachian apples in Philadelphia: Average costs and 
returns, U.S. fancy red delicious, 1958 


Average cost or return 
per tray-packed carton 
(44 pounds) 





| Percent 
| 100 
Witninnciet piel esas saat seins Cob seb basteadl 46 | 10 
Transportation Slr lal A aa ie . 26 | 6 
Gross return, free on board pé ackinghouse ; Saad ; 3.85 nt 


- 56 | 
46 


Selling cost_---_.-- allenes enh OE a reminatale ; aT 4 
Packing cost-_..- ; el ie a 4 
Net returns to growers_.__-- Sat ia ped 2. 57 % 


! Wholesale margin computed as 10 percent of the delivered price. This was the prevailing price reported 
by grower-packers in the area. 


During the 1957-58 season, total costs for packing apples in seven Appalach- 
ian packinghouses averaged $1.11 for tray packs, $1.20 for the northwest box, 
$1.13 for master cartons of twelve 4-pound bags, and $0.93 for cartons of nine 5- 
pound bags. Packing materials accounted for almost 60 percent of total packing 
costs. Labor and overhead costs were approximately equal, each comprising 
slightly over 20 percent of the total packing costs. 


LIVESTOCK 


From 1957 to 1958, annual average farm-to-retail marketing margins for 
all livestock (beef, pork, and lamb) increased from 27.4 cents per retail pound 
to 29.5 cents. This continued the upward trend in candicetinn margins which 
began in 1945 (fig. 13). The farm-to-retail price spread for U.S. Choice grade 
beef increased substantially from 1957 to 1958, widening 3.4 cents per retail 
pound. Marketing margins for pork were 27.7 cents per retail pound in 1958, 
compared with 27 cents in 1957. Farm-to-retail marketing margins for U.S. 
Choice grade lamb were 2 cents per pound higher in 1958 than in 1957. 
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Figure 13 


For several years, data have been published quarterly on component margins 
for beef, pork, and lamb. Special studies published during the last year pro- 
vided information on marketing charges at livestock auctions and terminal 
narkets, and on producers’ costs of transporting livestock by for-hire truck from 
the farm to market. Data on costs and charges on a national basis have been 
analyzed for the first time. They cover terminal markets in 1954 and auction 
markets and producers’ transportation costs in 1955. Plans are being developed 
to obtain operating cost information for meatpacking that will determine factors 
affecting operating efficiency. 

Marketing charges at livestock auction.—Charges for marketing livestock at 
auctions vary according to the number and kinds of services performed and 
the method used in levying rates. Services provided at auctions may include 
vlling, yardage, weighing, insurance, brand inspection, and health inspection. 
Although these services are not all furnished at many auctions, a commission 
or selling fee is always charged. This single fee, however, may cover charges 
for yardage and weighing in addition to the selling service. Rates are levied 
tither on a per-head basis, as a percentage of sales value, or by a combination of 
the two methods. 

Auction operators most often made their charges on a per-head basis for all 
kinds of livestock. Auctions handling a relatively large volume of sales pre- 
dominantly set their rates in this manner. The most common per-head charges, 
covering all services, ranged from $1.50 to $2 for cattle, $1 to $1.50 for calves, 
50 to 60 cents for hogs, and 40 to 50 cents for sheep and lambs. The most usual 
percentage charges covering all services were 3 gnd 5 percent for all species. 

Average marketing charges at all auctions, including those making per-head 
charges and percentage charges, were $2.25 per head for cattle, $1.27 per head for 
calves, 63 cents per head for hogs, and 42 cents per head for sheep and lambs. 
In terms of percentage of value of livestock sold at auctions, these charges aver- 
aged 2.4, 2.8, 2.7, and 3.1 percent, respectively, for cattle, calves, hogs, and sheep 
and lambs. 
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Marketing charges at terminal public markets.—Marketing charges at termina] 
markets are associated with the facilities and services provided by the various 
agents for different lots of animals. The stockyard companies charge for use 
of the yards, feed, bedding, and services. Commission agents levy fees for selling 
and buying livestock on a per-head basis. The livestock dealer’s profit margin 
is a part of the total marketing charge for livestock at terminal markets. 

Average per-head marketing charges paid by producers on animals initially 
sold at terminal markets were $2.33 for cattle, $1.25 for calves, 77 cents for 
hogs, and 50 cents for lambs. When the indirect costs of dealer handlings for 
resales at terminal markets were allocated to the initial sales of livestock, total 
per-head marketing costs amounted to $2.74 for cattle, $1.61 for calves, 88 cents 
for hogs, and 58 cents for lambs. 

Trucking costs.—Transportation costs for moving livestock from the farm to 
the point of sale comprise a sizable part of the total marketing costs for live- 
stock. Of the $207 million paid by producers in 1955 for livestock marketing 
services, an estimated $87 million was for the cost of motortrucks hired to move 
livestock from farms and rancbes to market. 

Costs for hauling livestock in for-hire trucks to terminal markets were greater 
than they were to auction markets. Livestock sold by farmers are usually hauled 
greater distances to terminals than to auctions (table 5). 


TARLE 5.—Average trucking expense per head of livestock hauled to market in moter- 
trucks hired by farmers and ranchers, and average distance handled, by market 
outlets and by species, 1956 


Average trucking Average distance 
expense (dollars) (miles) 
Kind of livestock 
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POULTRY AND EGGS 


Poultry and eggs are the only major group of farm foods for which farn- 
retail price spreads have declined in recent years. The decreases have been 
slight, but further decreases in the next few years are possible. Farm and 
retail prices have dropped substantially during the last decade. Along with 
these price drops has come a substantial increase in interregional competition 
and marked changes in the organization of production and marketing of poul- 
try and eggs. 

Eggs.—Retail prices and farm values of eggs increased in 1958, contrary 
the generally downward trend since 1949. Farm-retail price spreads have fluctu- 
ated within the narrow range of 17.8 cents a dozen (in 1953) to 20.4 cents (in 
1952). The 1958 average spread of 19.4 cents, although 1.1 cents above the 
1957 spread, was only 0.5 cent above the 1949-58 average of 18.9 cents a dozen. 
The farmer’s share of the retail price also has fluctuated within the relatively 
narrow range of 67 percent to 73 percent. It was 67 percent in 1958. 

Differences in farm-retail price spreads among large U.S. cities are pro 
nounced. Among the nine cities included in a special margins study, farm- 
retail spreads on grade A large eggs in 1958 were lowest in Los Angeles, 180 
cents a dozen, and highest in New York, 28.9 cents a dozen. The other cities in 
the study are Atlanta, Baltimore, Boston, Chicago, Cleveland, St. Louis, and 
San Francisco. Collection of data on prices and margins in a 10th city, Wash 
ington, D.C., began in July 1958. Margins in Washington in the last half of 
1958 were close to the average of the nine cities in the same period. 

The major factors contributing to the sharp differences in marketing margils 
among cities include transportation costs from major producing areas; the ef 
ficiency of assembling, grading, cartoning, and distributing eggs: and retail store 
policies on markups. The spread between prices received by farmers and prices 
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yaid by retail stores in 1958 ranged from 7.3 cents a dozen in Los Angeles to 16.7 
cents a dozen in New York City. In Los Angeles, eggs move directly from rela- 
tively few large, nearby, specialized egg ranches to integrated assembler-grader- 
jistributors and then to retailers. New York City, on the other hand, must ob- 
tain large volumes of eggs from distant producing areas in the Midwest. Adoption 
of modern marketing practices is only beginning in this city. Large volumes of 
eggs still go through as many as five different handlers in moving from mid- 
yestern farms to consumers in New York City. The city also had the highest 
average retail store margin on eggs, 12.2 cents a dozen, in 1958. In contrast, 
retail store markups averaged only 5.8 cents a dozen in Chicago and 7.8 cents a 
dozen in Baltimore. 

Chicken fryers.—Retail prices and farm values of chicken fryers have declined 
sharply since 1949 (fig. 14). They reached new lows in 1958. Farm-retail 
greads also decreased slightly in 1958 to 21.9 cents a pound, ready-to-cook basis, 
During the decade 1949-58, farm-retail spreads varied in the narrow range of 21.1 
cents to 23.0 cents a pound and averaged 22.1 cents. 
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Figure 14 


Poultry processing and distributing firms have achieved reductions in margins 
tithe same time that they have increased marketing services to retailers and 
‘summers, improved product quality, and paid higher wages and higher prices 
r other production items. They have done this chiefly by adopting improved 
ehnology and distribution practices. Further improvements in both production 
tad marketing efficiency are likely in the near future. 

Special cost studies.—Results of several special studies of margins, costs, and 
ficiency in the marketing of poultry and eggs became available in 1958. A 
study, in cooperation with the New Hampshire and Massachusetts agricultural 
‘periment stations, of costs and economies of scale in New England poultry 
teeessing plants shows clearly how the region’s plants can reduce costs by 
arly $4 million annually. Processing costs per bird decline rapidly as plant 
ize increases from 150 to 3,000 birds an hour, and more gradually as size in- 
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creases to 10,000 birds an hour. Total processing costs of about 3.6 a pound, 
ready-to-cook basis, are achievable through more efficient use of equipment and 
labor. ‘This total is well below present costs of the most efficient plant in the 
region. The report on the study, to be published early in 1959 by the New 
Hampshire station, will set forth detailed specifications on plant equipment, 
labor usage, and costs. These specifications will provide detailed, practical 
guides to processors on how to reduce operating costs. 

A study was made of egg candling and cartoning. With adequate quality 
controls throughout all egg production and marketing processes, it is practical 
to market eggs in eastern cities that have been cartoned in midwestern country 
plants. Cartoning at country plants also is economical, because it eliminates 
much of the physical handling of eggs necessary under most other marketing 
procedures, and frequently labor and building costs are lower than in large 
cities. Savings of several cents a dozen are possible. However, the need for 
quality control is particularly important, and this is one of the potent forces en- 
couraging the trend toward vertical integration of egg production and marketing 
in the Midwest and elsewhere. 

A special study showed that, in 1957, farm-to-retail price spreads in San Fran- 
cisco were highest on chicken fryers and lowest on eggs among nine major 
U.S. cities. The low margins on eggs resulted primarily from (1) an efficient 
system of moving eggs from relatively few large, specialized egg “ranches” 
through only a few large, efficient assembler-distributors to retail stores; and 
(2) the frequent use of eggs by retailers in the bay area as low-margin special 
sales items. In contrast, margins on fryers were high because of (1) high re 
tail-store margins associated with the common practice in San Francisco of 
leasing poultry and meat departments on a concession basis to independent op- 
erations ;(2) infrequent use of fryers by retailers as low-margin special sales 
items; and (3) the higher costs, compared with most of the other cities, of trans 
porting large volumes of ready-to-cook fryers from southern plants. 

In several special price-spread studies, Department research personnel have 
delved into the accounting methods of many poultry processing plants. Few 
plants have cost accounting systems which provide managers with the kinds and 
amounts of information on plant operations essential to the early detection 
of operating inefficiencies and to remedial action. Lack of information is a 
frequent cause of costly errors in business planning. For these reasons, a 
private firm of accountants was employed, under contract, to develop a practical 
cost and financial accounting system for poultry processors. The new sys 
tem is now being tested in actual operation in some 25 plants in 10 States. 
A manual describing the system in detail will be published on completion of 
this 1-year test period. 


COTTON AND TOBACCO PRODUCTS 


Margins and cost studies also are conducted for cotton and tobacco products, 
financed through appropriations of regular funds. Some of the highlights of 
these studies are as follows: 

Cotton products.—A new series of farm-retail price spreads for cotton products 
was published last year. The spread between the retail cost of 25 representa- 
tive items of cotton clothing and household furnishings and the farm value of 
the cotton used in their manufacture declined slightly in 1958 to a level about 
5 percent below the record high of 1948. Both the farm value of the cotton 
and the retail cost of cotton products in 1958 averaged about the same as it 
the preceding 5 years and were 22 percent and 6 percent, respectively, below 
record 1951 levels (fig. 15). 
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Figure 15 


The farmer’s share of the consumer’s dollar spent for all cotton products 
averaged 15 percent in 1958, the same as in the preceding season, but below the 
18 percent high of 1951 and 1952. The farmer’s share of the consumer’s dollar 
spent for individual items differed considerably from the average. 

Although the share of the consumer’s dollar going to all cotton marketing 
agencies combined has not changed greatly since 1947, several significant 
changes occurred in the margins of particular types of marketing agencies. 
The gross margins per dollar of sales of manufacturers of 17 major construc- 
tions of unfinished cloth declined moderately in 1957-58, and, although still 
5 percent above the recent low point of 1951-52, were 32 percent below the 
1M7-48 levels. In contrast, the gross margin for wholesale dry-goods firms 
continued to increase in 1957, reaching a level 10 percent above 1947. Margins 
of retail dry-goods stores in 1957 were about unchanged from the preceding 
season at a level 3 percent above 1947. Margins for merchandising raw cotton 
continned to rise moderately, reflecting higher charges for ginning, warehousing, 
and other services required in moving cotton from farms to mills. 

Tobacco products.—Price inflation and technical changes have altered the 
relative dollar shares of the growers and marketing agencies (fig. 16). The 
srower’s share of the consumer’s price for “regular” cigarettes has increased 
from 10 to 15 percent since the period before World War II; likewise, the 
share of the wholesale and retail distributors, which rose from 15 to 22 per- 
cent, and the State excise taxes, up from 5 to 12 percent. The manufacturers’ 
share declined from 26 to 19 percent, and the Federal excise tax from 44 to 
82 percent. Cigarette prices have increased less than the average of consumer 
Irices. Labor cost rates have increased, but labor cost per unit has been 
held down by increased volume and improved efficiency from new investments 
plant and equipment. 





CIGARETTES 


Retail Price, Marketing Margins, and Tobacco Grower Returns 


CENTS PER PACK™ % OF PRICE 


RETAIL PRICE 
State excise tax 
Distributors’ margin 


5 Federal excise tax 
oe Manufacturers’ margin 


Farm value 





1935-39 42-46 48-52 1957 1935-39 42-46 48-52 1957 


YEAR BEGINWING JULY ! ® DATA FOR REGULAR CIGARETTES 
U.S. DEPARTWERT OF AGRICULTURE REG. 6935-59(2) AGRICULTURAL MARKETING SERVICE 


MArcINns, Costs, AND PRACTICES PUBLICATIONS ISSUED, FEBRUARY 1958- 
FEBRUARY 1959 


Labor and Power Utilization at Cottonseed Oil Mills, Marketing Research Report 
No. 218, February 1958. 

The Probable Impact of Concentrated Milk on the Fluid Milk Market, Marketing 
Research Report No. 208, February 1958. 

Economies of Scale and Current Costs in New York Dressing Broilers and Fowl, 
New Hampshire Agricultural Economies Research Mimeograph No. 20, March 
1958. 

Livestock Auction Markets in the United States, Marketing Research Report No. 
223, March 1958. 

Market Outlets for Livestock Producers, Marketing Research Report No. 216, 
March 1958. 

Marketing Costs for Food, Miscellaneous Publication No. 708, March 198 
revised. 

Marketing Meat-Type Hogs, Problems, Practices, and Potentials in the United 
States and Canada, Marketing Research Report No. 227, April 1958. 

Marketing Margins, Practices, and Costs for Soybean and Cottonseed Oils, 
Marketing Research Report-No. 231, May 1958. 

The Price of Milk, USDA Leaflet No. 409, May 1958, revised. 

Costs of Distributing Milk Through Vending Machines and by Retail and Whole 
sale Routes, Martinsburg, W. Va., Marketing Research Report No. 229, May 
1958. 

Costs for Handling Florida Oranges Shipped in Consumer Bags and in Bulk 
Florida Agricultural Experiment Station, Agricultural Economics Mime 
Report 58-12, June 1958. . 

Costs and Mechanical Injury in Handling and Packing Apples, West Virgin 
Agricultural Experiment Station, Bulletin 416, June 1958. 
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Blectronie Blood Spot Detection in Commercial Egg Grading, Marketing Research 
Report No. 239, June 1958. 

Farm-to-Retail Price Spreads for Fluid Milk in Chicago, Marketing Research 
Report No. 246, June 1958. 

Marketing Costs and Margins for California Lettuce, Marketing Research Report 
No. 225, June 1958. 

Transparent Egg Cartons vs. Paper Cartons, West Virginia Agricultural Experi- 
ment Station, Bulletin 418, June 1958. 

Marketing Long- and Medium-Grain Rice, Marketing Research Report No. 251, 
July 1958. 

Costs of Marketing Florida Potatoes, Marketing Research Report No. 233, August 
1958. 

Comparative Cost of Cutting and Packaging Chicken in the Retail Store Versus 
the Processing Plant, Maryland Agricultural Experiment Station, Miscellan- 
eous Publication 331, September 1958. 

Custom Feed Milling in the Midwest—Model Plant Operations, Costs and 
Charges, Marketing Research Report No. 273, September 1958. 

Formula Feed Warehousing—A Study of Improving Efficiency in Marketing Farm 
Feeds, Marketing Research Report No. 268, September 1958. 

Marketing Costs and Margins for Fresh Milk, Miscellaneous Publication No, 733, 
September 1958, revised. 

Farm-Retail Price Spreads for Cotton Products, Marketing Research Report 
No. 277, October 1958. 

Special Studies of Marketing Costs and Practics, Marketing Research Report No. 
240, October 1958. 

Marketing Margins for Butter, Marketing Research Report No. 289, November 
1958. 

Costs of Packing Michigan Peaches in 1957, Marketing Research Report No. 290, 
December 1958. 

Food Marketing Companies, Diversification and Structure, Marketing Research 
Report No. 291, December 1958. 

Trends in the U.S. Sugar Industry, Production, Processing, Marketing, Market- 
ing Research Report No. 294, December 1958. 

Hired Truck Transportation in Marketing Livestock, Marketing Research Re- 
port No. 297, December 1958. 

Trading Stamps and Their Impact on Food Prices, Marketing Research Report 
No, 295, December 1958. 

Packing Costs and Grading Efficiency in Florida and Alabama Potato Packing- 
houses, Florida Agricultural Experiment Station, Agricultural Economics 
Mimeo Report No. 59-7, December 1958. 

Livestock Terminal Markets in the United States, Marketing Research Report 
No. 299, January 1959. 

Supplement to Comparative Economies of Different Types of Cottonseed Oil Mills 
and Their Effects on Oil Supplies, Prices, and Returns to Growers, supple- 
ment to Marketing Research Report No. 54, January 1959. 

Costs of Marketing Appalachian Apples, Marketing Research Report No. 300, 
February 1959. 

Flaxseed Marketing Practices and Costs at Country Elevators, Marketing Re- 
search Report No. 301, February 1959. 

Milk Distributors Sales and Costs, issued quarterly. 

The Marketing and Transportation Situation, issued quarterly. 


Reports ISSUED IN OTHER PUBLICATIONS, FEBRUARY 1958—-FEeBruARY 1959 


The Widening Farm-Retail Price Spread, Agricultural Research, February 1958. 

Marketing Costs Stay High—Why? Agricultural Situation, February 1958. 

The St. Lawrence Seaway, Agricultural Marketing, March 1958. 

Marketing Costs and Margins for Processed Cheese, the Marketing and Transpor- 
tation Situation, April 1958. 

Warehousing Formula Feeds, Agricultural Marketing, April 1958. 

Where Does Your Livestock Go? Agricultural Situation, April 1958. 

Marketing Costs for Lettuce, Agricultural Marketing, April 1958. 

Changing Technology in Egg Marketing, the Marketing and Transportation Sit- 
uation, April 1958. 

Gains and Losses in Buying Turkeys on a Live-Price Basis, the Marketing and 
Transportation Situation, April 1958. 
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Marketing Charges at Livestock Auctions, Agricultural Marketing, May 1958 

Mechanical Milkmen Must Work to Pay, Agricultural Marketing, June 1958. 

Marketing Margins for White Bread, the Marketing and Transportation Situation, 
July 1958. 

Bigger Markets Mean Bigger Investments for Frozen Foods, Agricultural Market. 

ing, July 1958. 

A Yardstick for Custom Feed Mills, Agricultural Marketing, August 1958. 

Lettuce Growers Move With the Times, Agricultural Situation, September 195s, 

Farm-Retail Spread for Cotton Products, Agricultural Marketing, October 1958, 

Marketing Meat-Type Hogs, Agricultural Marketing, November 1958. 

Big Changes in Marketing Lard, Agricultural Marketing, November 1958. 

Consumer Expenditures for Food, the Marketing and Transportation Situation, 
November 1958. 

Flaxseed Storage at Country Elevators, Agricultural Marketing, December 1958, 

Costs in Marketing Farm Products, Agricultural Marketing, January 1959, 

Consumers’ Expenditures for Farm Foods, Agricultural Marketing, January 
1959. 

Use of Trading Stamps in Marketing Food, Agricultural Marketing, January 
1959. 

Price Spreads for Beef and Pork, the Marketing and Transportation Situation, 
January 1959. 
Marketing Spreads for Eggs and Frying Chickens in the United States and 
Selected Cities, the Marketing and Transportation Situation, January 1959. 
Marketing Margins for Dairy Products, the Marketing and Transportation 
Situation, January 1959. 

Marketing Margins for Fruits and Vegetables, the Marketing and Transportation 
Situation, January 1959. 

Marketing Margins for Butter, Agricultural Marketing, February 1959. 

Marketing Practices and Costs for Flaxseed at Country Elevators, Agricultural 
Marketing, February 1959. 

Irrigation as a Lew-Cost Method of Sewage Disposal for Poultry Processors, 
Agricultura! Marketing, February 1959. 


OTHER DISSEMINATION OF PRICE SPREAD INFORMATION, FEBRUARY 1958- 
FEBRUARY 1959 


Custom Feed Milling, by V. John Brensike, statement presented at secretaries 
of the State associations of the Grain and Feed Dealers National Association, 
March 18, 1958. 

Trends in Cost of Processing and Marketing Oilseed Products, by C. B. Gilliland, 
address before Fourth Annual Joint Conference of Cooperative Cottonseed 
Oil Mills and Cooperative Soybean Oil Mills, March 8, 1958. 


LINE PROJECTS COVERED BY APPROPRIATION FOR SPECIAL StupDY OF PRICE SPREADS 
AND MARKETING Practices, Marcu 1, 1958—Fesrvary 1959 


PROJECTS ACTIVE 


Flaxseed storage practices related to deterioration, costs, and returns 
to growers. 

Effects of different methods of handilng sugar on costs, margins, and 
efficiency. 

Quarterly measurement and analysis of margins, costs, and efficiency 
in distributing fluid milk and cream products for 80 selected plants 

Measurement of components of farm-to-retail price spreads for 8 
lected food commodities on a continuing basis. 

Marketing margins and costs for eggs cartoned in the Midwest ani 
sold in distant cities. 

An economic analysis of costs and practices in handling and packing 
early crop potatoes. 

Economie analysis of poultry dressing plants in New England. 

Marketing costs and practices for peaches. 

Cost and efficiency in wholesaling frozen foods. 

Cost and margins of marketing livestock, meats, and meat products. 

Marketing margins for oilseeds and animal fats used in the matt 
facture of food products. 
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Analysis of farmer-to-consumer price spread in relation to marketing 
agencies involved and services performed in the marketing of dairy 
products in selected cases. 

Impact of St. Lawrence Seaway on costs of marketing agricultural 
products, with emphasis on grain and grain products. 

Development of improved costing procedures for poultry slaughter- 
ing plants. 

Costs of marketing fresh citrus fruits grown in Florida and Texas. 

Buying turkeys from producers on the basis of ready-to-cook weights 
and grades. 

Effects of keeping and utilizing proper records on the costs and 
efficiency of processing and distributing dairy products. 

Effect of dating regulations on costs of milk processing and dis- 
tribution. 

Margins, costs, and trade practices in marketing frying chickens, 
eggs, and turkeys in the northeastern States. 

Analyzing price spreads, margins, and costs for grain and feed 
products. 

Costs and efficiency in marketing eastern apples. 

Costs and efficiency in operating alfalfa dehydrating plants. 

Marketing costs and efficiency and the organization of the Cali- 
fornia date industry. 

Extent and effects of major labor-employment practices on the 
costs, adequacy, and structure of agricultural marketing. 

Marketing of products of class III milk in the New York milkshed. 

Effect of marketing changes upon marketing costs and upon demand 
and consumption of poultry meat. 

Study of the market organization, plant volume, practices and 
efficiency in the rice milling industry. 

Marketing situation and outlook reports. 

Development, maintennace, and analysis of farm-to-retail price 
spreads and other marketing statistics on entire marketing 
process. 

Providing statistical and economic information relating to the mar- 
keting of agricultural products. 


PROJECTS INITIATED 


Plant operations and product exchange efficiencies in the mixed feed 
industry. 

Improved efficiency in honey marketing. 

Effects of equipment modifications on relative efficiency of screw- 
press cottonseed oil mills. 

Economic requirements for development of a commercial egg industry 
in the south. 

Characteristics and impact of retail price wars in city milk markets. 

Impact of seasonality of milk production on labor efficiency in 
plants manufacturing dairy products. 

Analysis of costs of processing and marketing soybeans and their 
products. 

Analysis of power and labor utilization and other costs in flaxseed 
processing. 

An economic appraisal of the effect of changing technology and serv- 
ices on marketing costs and margins of food products. 

Economic analysis of improved methods and practices for handling 
farmers stock peanuts. 

Organization and practices in the processing market for potatoes and 
the impact on the structure of the fresh potato market. 

Measurement of input-output relationships in farm food marketing. 


PROJECTS COMPLETED 


Costs of grade change and shrinkage of wheat in different types of 
storage. 

Marketing costs and efficiency in the mixed feeds industry. 

Efficiency of marketing western grown head lettuce. 
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Cost and efficiency of distributing milk through vending machines, 

Economies in converting small cottonseed oil mills into higher ojj- 
yielding type mills. 

Economie and engineering studies of fruit and vegetable handling, 
packing, and packaging. 

Effects of mandatory inspection on costs and efficiencies of poultry 
slaughtering plants. 

Economic effects of electronic and mechanical egg-grading devices on 
the marketing of eggs. 

Costs and benefits of treatment and disposition of sewage from poul- 
try slaughtering plants through irrigation systems. 

Evaluation of economic effects of trading stamps and other promo- 
tional devices. 

Margins, costs, and trade practices in marketing chicken fryers, eggs, 
and turkeys in the San Francisco area. 


Mr. AnpersENn. I might say, Mr. Chairman, that this has been a 
very important subject, and of much interest to the subcommittee dur- 
ing the last 10 years. 

Dr. TreLrocan. This report provides some data on the frozen orange- 
juice concentrates about which questions were raised earlier. The data 
appear in table 3, and a chart is presented as figure 12. These data 
pertain to the margins experienced from sales in Chicago and New 
York City. Data showing national averages will be supplied through 
the Agricultural Research Service in response to a request received Or 
Dr. Shaw. That report will bring up to date information on margins 
presented to the Congress earlier by Mr. Wells. 


PROFITS IN FOOD MARKETING 


The statement on marketing spreads treats the subject of profits in 
figure 4 and in the related discussion. Profit data for the entire year, 


1958, are not yet available, and analyzed. The data for the first three 
quarters indicate the profits for 1958 will not show an increase of the 
same proportions as in the 2 preceding years. 

Mr. SantTANGELO. Would you furnish for the record at this point the 
difference in the food marketing firms’ profits between 1957, 1958, or 
1956 ? 

Dr. TreLocan. We cannot cover this period until we have the 1958 
data brought together and summarized. At present we do not have 
the complete year’s data for 1958. 

Mr. SanTANGELO. What are the figures with regard to 1956 and 
1957 ? 

Dr. TreLocan. They are indicated in thechart,sir. I think you may 
also like to have the table published in the November issue of the 
Marketing and Transportation Situation. I will refer to it in my re 
marks. The table will give you the data in more complete form. 

Mr. AnpersEN. Doctor, on that point, I am looking at figure No. 4 
on page 9. 

Dr. TreLocan. Yes, sir. 

Mr. ANDERSEN. It seems to me that the profits of the food marketing 
firms were skyrocketing about the time that this particular chart ends. 
Does that show the same continuation in 1958 ? 

Dr. TreLocan. The 1958 data available for the first three quarters 
indicate the line will level off considerably for 1958. 

Mr. Anverson. It is leveling off ? 

Dr. Tretocan. Yes, sir. 
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Mr. ANpeRSEN. I am referring to the period from 1954 to 1957. 
Dr. TreLocan. Yes, sir; the skyrocketing to which you refer, ex- 
presses absolute data in terms of actual dollars before taxes. Profits 
do not show anywhere near such a rise after taxes as you will note in 

the same chart. 

This expression of profit takes into account the dollar profits de- 
rived from changes in both volume of sales and profit margins. If 
yeconvert these data to unit profits in terms of the profits as a percent 
of sales, as indicated in the other part of the chart, you will note 
that the trend does not show up so clearly. When profits are ex- 
pressed on the basis of profits after taxes on investments, the data indi- 
cate a substantial rise for retail food chains in 1956 and 1957. There 
ga rise over a period of 2 years from 11.2 percent to 14.2 percent. 

Mr. ANperseN. Might I ask, Mr. Lennartson, at this point whether 
not this particular subject of, perhaps, exorbitant profits on the 
part of the food firms is going to be taken into consideration in this 
proad investigation you say that the Federal Trade Commission is 
instituting ? 

Mr. Lennartson. I cannot answer whether they are going to delve 
nto the profit margins. I think they are primarily concerned with 
the buying forces and the buying control. 

Mr. AnperseNn. In other words, competition or lack of it? 

Mr. Lennartson. Yes. 

Mr. ANDERSEN. But you do not think it would be good if they also 
broaden it to cover the probability of too much profit in the handling 
if foods ? 

Mr. Lennartrson. Well, of course, that is their area of responsibility. 

Mr. AnpERSEN. I agree with you. I cannot help but feel when I see 
these big food chains spreading all over the country and declaring the 
lividends that they do, according to the financial pages, that ‘they 
ie in on a very good thing and, of course, I am just farmer enough 
to feel that, perhaps, they are taking away from the farmers all over 
the country a little bit of this percentage of the dollar which should 
soto the farmers. 

Now, I may be mistaken, and I do not like to accuse anybody of 
any wrongdoing, but I am rather distressed to hear that the farmers’ 
hare of the consumer's dollar has dropped as low as 38 percent in 
December. 

Mr. Lennartson. About 40 percent. 

Mr. ANpersEN. Did you not say 38 percent, Dr. Trelogan ? 

Dr. TreLoGANn. Yes, sir. 

Mr. Sanrancevo. Thank you. 

Insert in the record at this point page 15 of the Marketing and 
Transpor tation Situation from the beginning at the bottom of the page 
ind starting with “Profits” to page 17 at the end of the first para- 
graph. 

Dr. TreLocan. That is the November 1958, issue of the Marketing 

ind Transportation Situation. 

Mr. Sanranceio. This is the November 1958 issue; yes, sir. 

(The matter referred to follows :) 
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PROFITS 


Total profits of corporations manufacturing food products were larger ip 
the first half of this year than in the same period of 1957, according to a joint 
report of the Federal Trade Commission and the Securities and Exchange 
Commission. But their profits, as percentages of sales or of stockholders’ equity, 
were a little less than last year. Profits of corporations manufacturing tobacco 
products continued to rise in the first half of this year. Total profits and average 
profit ratios of textile manufacturers were down substantially from 1956 first. 
half levels. The data now available indicate that total profits of the leading 
retail food chains continued to advance in the first 6 months of this year. 

Average profit ratios of leading food processing companies dropped in both 
1956 and 1957, but the 1957 ratios remained higher than those in many other 
recent years (table 4). As a percentage of sales, profits of five of the largest 
wholesales food distributors were a little lower in 1957 than in the previoys 
year ; but their 1957 profits (after taxes), as a percentage of stockholders’ equity, 
averaged the same as in 1956. The eight leading retail food chains again jp. 
creased their profits per dollar of sales. In 1957 their before-tax profits aga 
percentage of sales were higher than for any year since 1946, and their after-tax 
profits were the highest since 1950. As a percentage of stockholders’ equity their 
1957 profits before taxes were higher than in 1950 but after-tax profits were 
lower than in that year. 


TABLE 4.—WNet profits (before and after taxes on income) as a percentage of stock 
holders’ equity and as a percentage of sales, leading food and tobacco companies, 
average 1935-39 and 1947-49, annual 1950-57 
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1953 19.8 9.2 13.8 | 7.1 25.1 | 11.4 25.6 10.1 
BG eo ciee a 18.3 8.8 | 13.8 | 7.5 23.3 11.3 23. 1 10.6 
ens bbon 20. 2 | 10.1 | 12.6 | 6.7 23. 4 ch A 26. 2 12.0 
SN a a aces clase ahi ~=| 19.9 10. 2 | 15.0 | 7.6 27.5 13. 1 26. 2 121 
Pk cat aes 18. 5 9.5 | 15.4 | 7.6 29.8 14.2 27.3 128 
| 
Profits as percentage of sales 
46 food processing | 5 wholesale food | 8 retail food chains 5 tobacco 
companies distributors | companies 
. |- 3 Dei Os pea 
Before After | Before | After Before After Before After 
taxes taxes | taxes taxes | taxes taxes taxes taxes 
| - | lanes Stl ete ee — 
Average, 1935-39____- 3.7 | SS eee oe 1.8 1.5 11.3 9.1 
WIAI oct ckse 3.8 | 23 2.7 1.7 2.3 1.4 8.2 49 
ROOD ig kn sinc bbe 4.6 | 2.5 2.1 | Le 2.4 1.3 9.8 51 
eee ths. 3.5 | 1.7 24 | 1.1 1.9 9 9.4 35 
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a seit a i cea hace lh lattice nee errr incite tained 


! Ratio of net profits to average of stockholders’ equity at the beginning and end of the year. Stockholders’ 
equity is excess of total balance sheet assets over liabilities. 


Source: Compiled from financial statements reported in Moody’s Industrials. 
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Mr. SantancELO. Now, Dr. Trelogan, could you advise us what you 
think was the reason for the sudden drop in profits of the processing 
empanies from 1946 to 1949, and how does that compare with the 
rise in the chain system during that period of time? 

Dr. TreLocan. You recall that at the end of the war, when we had 
the relaxation of price controls, there was a sudden upspurt in prices. 
The rapid rise in prices evidently led to the increase in profits that 
wcurred in the 1945-46 period. Profits were abnormally high for a 
period, after which they settled down. After food became less scarce 
or more abundant, prices became more competitive, resulting in this 
drop in the profits of the processors and wholesalers to which you were 
referring. 

There was, as you may recall, an abnormal pricing situation follow- 
ing the war when the OPA price controls were removed. 

Mr. Sanrancero. And it dropped in 1949 to about almost its lowest 
point 4 

Dr. TRELOGAN. You mean lowest point experienced since that time 
by processors ? 

Mr.Santancexo. That iscorrect. Then it rose after 1949? 

Dr. TRELOGAN. Yes, sir; in 1950. 

Mr. Santranceto. It seems to me that it is pretty stable. It is 
around 4 percent. 

Dr. TRELOGAN. For processors it has been relatively stable since that 
time. 

Mr. Wetts. I think that rise in 1950 was probably associated with 
the inflation that accompanied the Korean conflict, when we again 
had a very sharp upswing in prices following a few years of declines. 

Mr. SAaNnTANGELO. What was the situation with respect to the chain- 
store profit during that same period of time, from 1946 to 1950? Was 
itrising or falling, or was it level ? 

Dr. Tretocan. It followed the same general pattern of changes as 
processors, but not to anywhere the same degree. As you will notice 
there on the lower line which traces the retailers’ profits as percent of 
sles before taxes, those data were obtained from retail food chains. 

Mr. Santanceio. And which ones were those ? 

Dr. TrELoGAN. There were eight chains which included A. & P., Safe- 
way, Kroger, American, First National, National Tea, Grand Union, 
and Stop and Shop; eight of the leading retailers. 

Mr. Sanrancero. Did you want to continue with the statement you 
vere making ? 

Dr. TreLoGAN. To provide perspective for judgment with regard to 
thanges in marketing margins and profits, we issued this generalized 
wulletin on marketing spreads and costs for food which was one 

f the first publications put out in response to the request of this 
committee for further information on the subject. We hope to revise 
the bulletin periodically. The last revision was issued just a year 
ago, and I think you will find it useful in terms of getting the back- 
round data on factors contributing to a widening of the marketing 
spread. 

Mr. Sanrancero. You are referring to “Miscellaneous Publication 
No. 708, Revised March 1958” ? 
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PORK PRICE SPREADS 


Dr. Trevocan. That is correct, sir. I would also like to call your 
attention to the fact that pork spreads, on which a question wags 
raised earlier, is discussed at further length in the January 1959 issue 
of the Marketing and Transportation Situation on page 16. 

Mr. Sanrancexo. If it bears on the subject, I think we can incor. 
porate it in the record at this point—page 16 of the January 1959 re. 
bosisa of the Marketing and Transportation Situation, dealing with 
the subject of pork, from the second paragraph down to the end of 
the page on page 16. 

And on page 17 which is a continuation of the subject matter as well 
as the first three paragraphs on page 18 dealing with the spread in the 
prices of pork. 

(The matter referred to follows :) 


PORK 
FARM-RETAIL SPREAD 


The 1958 annual average farm-retail spread for pork (excluding lard) set 4 
new high of 27.7 cents per pound retail weight, 0.7 cent more than in 1957 and 
about 3 cents more than the 1951-58 average (fig. 2). Since 1953, when it 
was 22.5 cents, the farm-retail spread has widened every year except 1956, when 
it declined by less than 1 cent per retail pound. It increased by about 6 percent 
in 1954. During 1955 the decline in retail prices did not keep pace with rapidly 
falling farm values, causing the spread to widen to an average of 25.6 cents per 
pound. Spreads averaged slightly lower in 1956 than in 1955, dropping 0.7 cent 
from the 1955 level. This relatively small decrease resulted from slight decreases 
in both live-wholesale and wholesale-retail gross margins. 

Farm-retail spreads usually have been about the same for beef and pork. 
From 1957 to 1958, however, the increase in the spread for beef in cents per 
retail pound was about five times that for pork. The percentage increase for 
pork was about 3 percent compared with about 12 percent for beef. Increases 
in both the live-wholesale and wholesale-retail spreads accounted for the widen- 
ing in the farm-retail spread for pork during 1958. 


RETAIL PRICES 


Retail prices of pork in 1958 averaged 64.8 cents per pound, an increase of 
4.6 cents over 1957. The 1958 average equaled the record annual average estab 
lished in 1954 and was 5.2 cents more than the 1951-58 average. 

From 1954 to 1955 retail prices dropped sharply, causing a decline in the 
annual average of 10 cents per retail pound. The low for the 1951-58 period 
was reached in 1956, when retail prices averaged 52.1 cents. Retail prices in 
1958 were 24 percent higher than the 1956 level and about 8 percent higher. than 
in 1957. 

FARM VALUE 


The farm value of pork averaged 37.1 cents per pound (retail weight) in 
1958, about 12 percent higher than in 1957.2. Prices of barrows and gilts, which 
mainly determine the farm value of pork, were higher in 1958 than in any year 
since 1954. 

In 1954, when pork production dropped to less than 10 billion pounds, farm 
values were at a high of 41 cents per retail pound. During the following 2 
years, production of pork increased by about 14 percent to more than 11 billion 
pounds in 1956, when the expansion phase of the hog production cycle ended 
Farm values dropped by 34 percent during this period (1954-56). In 1957 and 


1The farm value is payment farmers received for the quantity of live hog equivalest 
to 1 pound of pork in the retail store. It is the price per pound received by farmen 
calculated on a retail-weight basis. 
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1958, hog slaughter declined, chiefly because producers chose to retain more of 
‘heir gilts for expansion purposes, and farm values increased. 


LIVE-WHOLESALE SPREAD 


In 1958, the live-wholesale spread for pork averaged $5.68 per 100 pounds live 
weight, 10 cents more than in 1957 (table 4). Changes in this spread during 
the year were due primarily to seasonal factors. For example, during the fall 
ad winter months of 1957 and 1958, when hog marketings increased seasonally, 
the live-wholesale spread widened ; during the spring and summer when market- 
ings declined, it narrowed. 

When hog marketings are high, the demand for hog marketing services is 
high. The supply of these marketing services, which is dependent on labor 
supply, plant, and equipment, is rather inflexible in the short run. This inflexi- 
jility tends to exert an upward pressure on charges for marketing services. 
The converse tends to be true when hog marketings are light. 


W HOLESALE-RETAIL PRICE SPREAD 


Retail spreads and average retail values for pork in 1958 both increased over 
17. The retailer’s spread, reached a record annual average of $15.22 per 100 
i pounds carcass weight, an increase of about 3 percent over 1957 (table 4). 
s Retail values climbed to a near record of $64.55, about 8 percent above those of 
,year earlier. Wholesale prices also were higher in 1958, averaging $49.33 per 
10 pounds of major pork cuts. The widening in the wholesale-retail spread 
for pork during 1957-58 reflected che greater increases in retail values than in 
yholesale prices. 

OTHER USES OF MARGINS STUDIES 


Dr. TreLocan. I should like to take the opportunity to call your 
tention to the fact that these studies of marketing charges, margins, 
ind costs have wider benefits than just supplying information for dis- 
usions of what is happening for public edification. 

In support of the data accumulated on milk price spreads, for exam- 
ple, we issue a quarterly publication that summarizes the information 
disined regularly from a sample of 80 milk-distributing firms. In 
dition to regular t ables that give an itemized breakdown of the total 
mst, we include some observations and comments about changes occur- 
tng in the industry that are indicated by the data. These ‘quarterly 
sports on Milk Distributors’ Sales and Costs are distributed to some 
i) interested people, such as State experiment station researchers, 

tension service specialists and industry representatives. Judging 
tom the response we get in the way of requests for additional infor- 
uation these groups are prominent among the people who evidence 

interest. 

Some time ago a special note indicated the proportion of milk sales 

1 different ty] pes and sizes of containers. This was included in 
\urterly Report No. 6, on page 6. It showed the relative volume 
ad the quart equivalent price for milk sold in each of these contain- 
ts, Somewhat to our surprise, in subsequent months we have been 
mtacted by the Glass Container Institute, by leading paper manufac- 
luers as well as by four major oil companies regarding the data. 

It turns out that the major use of paraffin today is in the coating of 

ulk containers. Recently there has been a prediction that we may 

lve a shortage of paraffin in this country within the next 5 or 10 
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years. Companies concerned with this problem find the data on sales 
in different milk containers very useful in making plans with respect 
to capital investments to be made to meet the paraffin situation that 
appears to be arising. This incident illustrates how from time to 
time businessmen pick up these data for unexpected purposes, The 
data are proving to be quite useful in business planning because of the 
changing trends and the rapid growth of new developments that can 
be brought out effectively in the analysis. 

We might mention in passing, however, that the volume of corre. 
spondence instigated by a regular cost report is generally small com. 
pared with the response we have had to the study of trading stamps 
and their effect upon food price spreads. 

Mr. Santance.o. Do you foresee a shortage of paraffin within the 
next—within the foreseeable future ? 

Dr. TreLocan. We understand from the trade press that there isa 
potential shortage. 

Mr. SantTance.o. Have you considered the triangular shape con- 
tainer that they use in the Scandinavian countries ? 

Dr. TreLocan. Yes, sir; we have studied it. 

Mr. SantTANGELo. Is it being used in the United States? 

Dr. Tretocan. Not very much. It is being tried out on the school 
lunch programs and similar places where it is particularly well adapted 
for use. If you are familiar with the package, you will recognize 
that it has not been adapted in this country to large sizes. Experience 
gained in several places indicates that it has a distinct cost advantage 
for some concerns that have a relatively large volume of distribution 
in small containers, such as might be expected in a school lunch pro- 
gram. Other experience indicates that it does not get quick and ui- 
versally favorable acceptance because of the cumbersomeness of the 
package. 

Mr. SanTANGELO. In other words, one finds it difficult to open? 

Dr. Tretocan. Yes; and difficult to handle. I am aware that it can 
be packed in very compact master containers, and has other advan- 
tages, but it has not proven to be quite so convenient in our way of 
living as it evidently has been in Europe. 

Mr. Santancexo. You cannot cry over having spilled milk any more 
because it will not spill. 

Dr. Tretocan. That might be one way of putting it—one of the 
advantages when it is put down. 

Data on costs and margins also provide some information that leads 
to a better knowledge of the development of integration. For ex 
ample, in the No. 7 report of the Milk Distributors’ Sales and Cos 
series there is a brief note on the relative rate of growth of different 
sizes of milk firms since 1952. The medium-sized firms are growing 
at a faster rate than the other sizes. They have exhibited an average 
growth of 50 percent in their sales and volume compared with about 
36 percent for the small firms and only 25 percent for the larger firms 


USE OF MILK ORDERS 


Mr. Anpersen. Doctor, speaking about milk consumption we market 
about one-third of our milk via milk orders, approximately. 
Mr. Lennartson. About 35 percent; yes, sir. 
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Mr. ANpErsEN. In other words, we have certain privileged areas 
in our country where the Government through Government edict 
eps in and says that the farmers producing milk in certain areas 
shall receive a certain minimum for their product, and that applies 
toabout 35 percent of the milk production ¢ 

Dr. TRELOGAN. Thirty-five percent of the fluid milk. 

Mr. ANDERSEN. They are very fortunate farmers—those particular 
farmers. ‘They have the greatest price support operation in existence 
tohelp them get a fair price for what they produce. 

Why would it not be possible to extend that same line of thinking 
to other commodities in the terminal market? Why could there not 
le a corn order, for example, whereby the Government would say 
that no corn would sell in Chicago lower than a certain minimum 
price according to grade, of course ¢ 
The milk orders cost the Government nothing in the way of sup- 
ports; is that right ? 

Mr. Lennartson. That is correct. 

Mr. AnpersEN. I am just casting around in my own mind as to 
why we could not by edict of law or of Government set the price on 
all commodities which clear terminal markets in interstate commerce 
ita fair level. 

Mr. Lennartson. In accordance with their use? 

Mr. Anpersen. That is right. Of course, coupled with that, you 
might perhaps have to have a very stringent production control in 
every line, but you would not have to spend billions of dollars for 
sipports; would you % 

The milk orders cost the Government nothing ? 

Mr. Lennartson. That is correct. 

Mr. ANpERSEN. That is, except the regulatory expense. 

Mr. Lennarrson. Operating expense is obtained from fees placed 
upon the dealer. The local operations are supported by fees. 

Mr. Santancexo. Will the gentleman yield ¢ 

Mr. ANDERSEN. Just a second. 

Mr. Lennartson. We do have a minor cost, with regard to our 
Washington office in the development and issuance of the order. 

Mr. Anpersen. I sit back in southwestern Minnesota and I am 
wmewhat jealous of these milk producers in the big-city areas where 
Uncle Sam protects their price level, and very efficiently so, and just 
lke they do around Washington, D.C., and New York City, and all 
the big centers, while we people back there must depend upon what 
wecan get through ordinary channels of commerce. I have just been 
asting through my mind in the last few years why such a procedure, 
yerhaps, could not be made applicable to all commodities. 

Mr. Lennarrson. There is a lot of attention, Mr. Andersen, being 
given to it. 

Mr. ANpERSEN. Is there a possibility I am far wrong in my think- 
ing? 

Mr. Lennarrson. There is a lot of attention being given to this 
vhole field of marketing orders by the farm organizations, and by 
‘ommod ity groups. For instance, the turkey folks have a proposal for 
‘gislation with regard to a national marketing order on turkeys. 
his is going to be an experiment. ; 
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We recognize that marketing orders on fruits, vegetables and on 
milk are tied to a pretty contiguous area either of a market or q 
production area. There are no orders in effect now that are nation. 
wide in scope; dealing with a national commodity or a national mar. 
ket such as the turkey producers are now approaching through leg: 
islation. 

The peanut people are reflecting a lot of interest in the idea, The 
manufacturing areas for milk products are also paying attention 
to it by studying its possibilities. You recognize that the prices ar 
based on uses and use classifications, such as class 1 milk, classes 2, 3, 
and 4, all of which have different price levels. 

Mr. AnversEN. Before I yield to my chairman, for whom I hay 
the greatest respect, I want to just add this little comment: 

I am looking at Miscellaneous Publication No. 708, of the Depart- 
ment of Agriculture entitled “Marketing Costs for Food.” 

I have read with much interest page 10. I see $19.5 billion worth 
of food produced on the farms in America requires an additional $6 
billion, Mr. Chairman, to be put on top of that before it goes into the 
hands of the consumers. That to me is horrible. I cannot help but 
feel that there is something wrong, Mr. Horan, when the farmers who 
produced that food and work all year get only $19.5 billion. I think, 
Dr. Trelogan, I am quoting the correct figure. For everything pro- 
duced in that line farmers only received $19.5 billion, but we find that 
$36 billion, according to this chart, i is added to what the farmer gets 
when he hauls it in and before it is passed on to the consumers. 

How much better it would be for the producers of our agricultural 
area if we could save about $6 billion of that $36 billion, and transfer 
it to the farmers and take it off the retail cost? I do not care whether 

-it is transportation, electricity, containers, labor, or what. 

Then, I note on the pree eding page where the farmer is constantly 
creating—and out of his pocketbook, I would say, after studying the 
chart on page 10—I see on the chart on page 9 where more and mor 
people in Mr. Santangelo’s area and in big cities are being put to work 
in marketing firms and getting a little slice out of this $36 billion of 
costs while at the same time the number of people on the farms is 
steadily going downward. 

The number of people in marketing is steadily going upward, hov- 
ever. 

Would you like to comment on that, Dr. Trelogan, and then, per 
haps, I should yield to my chairman as I brought his name into thi 
discussion ? 

Would you have some comments, Mr. Chairman, and then pass !! 
onto Dr.T relogan for a little fur ther explanation ? 

Mr. Santancewo. I was going to comment on the rising prices 10 
the consumers, but I wanted to take up one of the items w ith respect to 
the cost of the packers with reference to the subject of pork. 

The r 7 product, which is the hog, is costing the packers about tl 
percent, 13 percent goes to labor and the balance to residual cost 
So, up to the point where the packer comes in, the farmer was getting 
the major share, but after it leaves the packer, it seems to me that the 
prices go up to such an extent that it almost becomes prohibitive 
buy. However, since I represent the consumers as I do, I would 
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regret to see the day when we would have to have a fixed price for 
corn—not that I do not want to help the farmer—but I dread to see 
the day when we have to have a fixed price for the corn as we have 
with the milk situation. 

Mr. ANDERSEN. You would regret it from the consumers’ viewpoint. 

Mr. SantanGeLo. Yes. I would not object to your receiving a fair 
share, but it is costing us 29 cents a quart today in the city delivered at 
the home, and it costs us almost 32 cents when they deliver it in small 
quantities. 

However, when one goes to the store, it costs one 25 or 26 cents. 

[do not know what the farmer is getting with respect to 100 weight 
of milk, and where the spread comes in. Your charts do show it, 
but something is wrong when the farmer is getting so little and the 
consumer has to pay so much. 

Mr. ANpeRSEN. Mr. Chairman, as Dr. Trelogan and these other 
gentlemen know, the horrible example of this that I have brought be- 
fore this subcommittee for a good many years is one with reference to 
egg producers in southwestern Minnesota. In my District we received 
% cents today for a dozen eggs, but when I come to the Safeway mar- 
ket here and buy from the Safeway, which has a subsidiary right in my 
home section of Minnesota furnishing them those eggs, I have to pay 
Safeway about 70 cents for those same eggs. 

I will now ask Dr. Trelogan if he would like to comment relative 
towhat I had to say on this $36-billion figure. That is a very interest- 
ing figure to me. 


REASONS FOR HIGHER MARKETING COSTS 


Dr. TreLoean. I would be very happy to, sir. 

In response to the request of this committee for more work on the 
subject, we have endeavored to ascertain the reasons for the increase 
inthe food marketing bill since 1940. The data have been brought 
together in the publications already mentioned. There are several 
large categories of developments to which one can trace the increases. 
The first is inflation, which is the largest item. The term inflation 
covers the rising cost of everything that the marketing operator has to 
pay; for labor, for transportation, for interest, for taxes, for materials, 
equipment, insurance, and all the rest of the things he buys. 

The next largest category relates to the added volume in the market. 
The biggest development contributing to this added volume is the 
growth in population, which creates greater market demand. There 
also the delivery of greater quantities of produce from the farms 
tothe market which requires more market services. These two de- 
velopments are quite obvious. There is in addition a couple of less 


| obvious developments that we need to bear in mind. 


One is the shift of consumers from farms to urban areas. In 1940 
ibout 23 percent of our people lived on farms. In 1958 about 12 per- 
‘nt of our people were on farms. So, we now have a greater share 
of our population dependent upon the marketing services that are 
provided for urban residents. 

Secondly, on the farms themselves we may observe a similar develop- 
ent, In 1942 a survey indicated that farmers raised on their own 
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farms about 60 percent of the food which they ate. A similar surye 
in 1955 indicated it was down to about 40 percent. In other words 
the farm housewife, too, is buying more of the services provided by 
the marketing people. : 

The third category of developments contributing to this upward 
cost trend is the addition of new marketing services. This is quite 
obvious on the consumer side where you see the introductions of mor 
and more convenience goods such as the prepared cake mixes, the sliced 
cheeses, the dressed and cut-up chickens, ready to cook turkeys, and 
a myriad of other products as well as all of the packaging develop. 
ments that have occurred. In this category are only services or prod. 
ucts that were not in existence in 1940. They, too, are contributing to 
the larger cost that we are experiencing today compared with an earlier 
period. 

Mr. Horan. Will you yield at that point ? 

Dr. TreLocan. Certainly. 

Mr. Horan. You heard the story—I think it was in Safeway mags. 
zine—about the housewife who was shopping at a supermarket with 
her 5-year-old son ? 

Dr. TreLocan. No, sir; I have not. 

Mr. Horan. He got real busy in the lower shelves and he brought 

yarticular item up to her cart. She said “Johnnie, put that back; 1 
ee to cook that.” 

Mr. Sanrance.o. While you are talking about the reasons for the 
spread, can you tell us to what extent the cost of advertising has upon 
the spread. 

Mr. Anpersen. Mr. Chairman, let him conclude answering my ques 
tion, please. 

Mr. Santanceto. While you are answering his question can you 
get. into your answer to the extent advertising plays in the spread 
about which he is inquiring? 

Mr. AnversENn. I would like a further answer to my question. What 
is your reaction to this $36 billion cost ? 

Dr. Trerocan. Well, I would like to say 

Mr. ANnpersEN. I am saying this because I would like to haves 
connected record. 


MARKETING CHARGES FOR EGGS 


Dr. Treiocan. Yes, sir. 

I would like to say in response to this question: First, that we are 
making a continuous effort to find out in detail what is contributing 
to this larger marketing charge. We have at the behest of members 
of this committee paid particular attention to eggs. The study of 
egos brings out some information that is useful in evaluating this 
situation. For example, in this report entitled “Marketing Spreads 
for Eggs and Frying Chickens in the United States and Selected 
Cities” (AMS—296), you will note, among other things on page 2 
that there is a great variation in the marketing spread between differ: 
_ ent cities. The lowest marketing charges on grade A large eggs W% 
18 cents in Los Angeles. This compares with the widest spread, i2 
New York City, of 28.9 cents per dozen; with seven other cities that 
we have been studying ranging in between. . 
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There seems to be a correlation between the width of spread and 
the degree of integration that is occurring in the marketing of eggs. 
This is discussed on page 23 of the report where it says: “Most of 
the eggs sold in Los Angeles and San Francisco move in cartons di- 
rectly “from country assembler- distributors to retail stores. These 
digabler-diateibutors collect eggs from producers and grade, pack, 
and deliver them to retail stores and other outlets. In the other seven 
cities, direct movement of cartoned eggs from country assemblers to 
retail stores, although increasing in volume, is not so significant as 
in the two west coast cities.” 

There has been relatively little integration of egg marketing func- 
tions in the New York City market. “This, maybe, gives some clues 

as to what may need to happen in order to cet the reduction you sug- 
rest when you express a desire to reduce the marketing spread and 
have more of it distributed to producers and consumers. In other 
vords, it appears that a veritable revolution may take place to elimi- 
nate some of the marketing services and agencies, and thereby get a 
nore streamlined, efficient marketing system. This kind of research 
information indicates where market improvement is occurring and 
efectively reducing costs and where there is room and need for fur- 
ther developments of this type. 

Mr. AnperseNn. Doctor, 1 am going to put Mr. Wells on the spot: 

Mr. Wells, are you in this entire work of marketing research in- 
dined to do more for the consumer than you are for the producer ? 

Do you think more of your work is aimed toward helping the con- 
sumer get a cheaper price, or do you pay at least as much attention 
tothe producer obtaining a little more for what he produced ? 

Mr. Wetts. Well, Mr. Andersen, I think there is no question but 
what we are more producer-oriented than we are consumer-oriented. 
In other words, we pay more attention to the producer interest, al- 
though we are by no means unaware of, or inattentive to, the consumer 
interest. 

Mr. AnpersENn. I want to protect the consumer but, after all, here 
we have the Department of Agriculture and if anybody is going to 
protect the producers, why, basically it ought to be the people i in the 
Department of Agriculture. I feel personally that you are doing a 
good job, but I am not satisfied with the results when I see that when 
I first came to Congress 51 cents out of the dollar went to the farmer, 
and today we hear that 38 cents just last December went to the farmer 
out of the consumer food dollar. I just wonder why we continue 
togo down on that trend. 

Tam still thinking about that $36 billion, Mr. Wells. If you people 
could find some way to cut off a sliver of, say, a billion dollars only 
= put it into the producers’ hand, or if you could, in other words, 
hike up this 88 cents to, perhaps, 41 cents, that would made me feel 
ike thanking you for the next 100 years, if I live that long. 

I wonder why this constant decline in what the farmer gets? It 
seems like it is constantly on the downward move. 

Mr. Miuuer. Yes. 

Mr. ANprersEN. It is one thing that worries me and it is not good for 
our agricultural economy. If you gentlemen could find some tech- 
nological development that would start that trend another way it 
would certainly help. 
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Mr. Murr. If we could find it, Mr. Congressman, we would ¢er. 
tainly adopt it. I think the factors that Dr. Trelogan just mentioned 
have been inter jected since you first came to Congress. The new mar. 
ket developments that have occurred have been lar yely responsible 
for the widening of the spread. Those services often have to be 
financed out of something other than the consumer's pocket, because 
the consumer has resisted any rise. So there is pressure develo 
between the two forces—the producer and the consumer. Somehoy, 
for some reason, we have not been able to ascertain why the producer 
has absorbed more of it than the consumer. 

Mr. AnprrsEN. I am going to close my discussion simply with this 
remark: like my constituents, they are never 100 percent satisfied with 
me and they tell me off oc casionally , and I think you people are doi 
a fairly good job but I want you to know that I am not a hund 
percent satisfied with the results. 

Mr. Miter. We are not either. 

Mr. Weis. May I say this: We have been talking about the cost 
of moving farm products. Our marketing research people, together 
with the help of our statistical groups, are , trying to measure the cost 
of marketing associated with all farm products and with individual 
farm products. We make an effort to break the data down as far 
as we can. Asa research group, we have no legislative program or 
authoritative powers. All we can do, with the support of this com- 
mittee—and if it was not for the support of this committee we would 
be behind many blocks—is to get the best measurements we can de- 
velop and keep the information before the public. From there we 
step into the question—what can you do about it? This depends 
upon what the farmers do about it, it depends on what the Congres 


does about it, and it depends considerably on what our marketing peo 
ple do about it. Now, the cost and margin studies are only a partof 
our research program, and I am firmly convinced that marketing 
costs would be much wider than they are if we were not constantly 
conducting research to find more efficient ways of doing a marketing 
job. 


Mr. Anprrsen. I want to compliment you peewee. You have done 


a wonderful job, Mr. Lennartson, in egg solids in my area. I was 
told over the telephone today by a man who was antagonistic to that 
particular program because it hurt, his pocketbook, that even though 
it has meant instead of 22 cents the farmer is getting 29 cents today 
in our area, he was opposed to it because it did not help the processors. 

I want to give you gentlemen the credit for raising the price to the 
farmers in that area 7 cents a dozen on all of the millions of dozens 
of eggs they have produced in the last 6 months. 

Dr. TreLocan. Let me remark in passing that we are still paying 
attention to the margins on eggs delivered in Washington and you 
will find the data on page 24 of the January 1959 issue of the Market 
ing and Transportation Situation. 

Mr. Anpersen. Thank you. 
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ADVERTISING COSTS 


Dr. TreLoGAN. Turning to your question with respect to advertis- 
ing, this is an area in which we do not know as much as we would 
like. We are proposing in the new work that we undertake, with 
the funds that will be made available as projects are completed dur- 
ing the coming year, to devote more attention to this. One reason 
why we think we should devote more attention to the subject arises 
from analysis of cost data for the past year. The marketing charges 
have gone up on the order of about 5 percent. Wages have gone up 
mly about 4 percent. We cannot account for the degree of the rise 
by referring to such cost factors as transportation rates, which have 
gone up only about 4 percent during the year, or interest rates, or the 
other cost items that we are able to measure accurately. We notice, 
however, that there is an apparent increase in advertising and pro- 
motional costs that exceeds the average rate of increase in marketing 
charges. 

This suggests to us the need for a greater insight into what is 
developing in the area of selling costs. We have been trying to get 
siles-cost information in a limited way. One of our recent approaches 
was the study of trading stamps and the effect they were having on 
the marketing margins. Our studies covering 21 cities indicate that 
over the period November 1953 to March 1957 the average increase in 
prices in stores that introduced trading stamps was about six-tenths 
of a percent higher than in stores that did not introduce trading 
stamps. In part that difference might be because those who did not 
introduce trading stamps may have held their prices down somewhat 
to meet the competition. But examination of the aggregate data 
suggests that the introduction of trading stamps is causing the stores 
not using trading stamps to spend a greater percentage in other adver- 
ising and promotion to maintain their competitive position with 
those who have introduced them. 

This must be regarded as speculation on my part at this stage of 
malysis. It is an area where we need to know much more. 

Mr. Santaneexo. You are making a study of the extent of that 
idvertising and the influence it may have upon price? 

Dr. TreLocan. We just have aggregate data now. We need to get 
to more detailed studies to confirm what appears to be happening 
vefore we can speak with assurance about the impact upon prices. 

Mr. Santanceto. You were interrupted with questions. Do you 
vant to complete your statement ? 


INTEGRATION RAISES RESEARCH PROBLEMS 


Dr. Tretocan. Change in market organization and methods is occur- 
thg at a more rapid pace than ever. We recognize this clearly in 
iumerous examples such as those we have discussed, but it is becoming 
ore popular in the public mind today under the label of integration. 
This subject of integration has been a matter of concern to us for a 
lumber of years. We have been reporting to you the developments 
ih particular areas, especially in the area of broiler chickens and 
poultry, where it has been most obvious in the past. I would like to 
take a moment to call your attention to the fact that from our stand- 
point integration raises a variety of additional research problems. 
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We have participated with the Agricultural Research Service anq 
the Farmer Cooperative Service in the preparation of a publication 
treating the subject in a general way. The bulletin, USDA Agri. 
cultural Information Bulletin No. 198, indicates what integration js, 
the factors contributing to it, and the extent to which it has occurred 
in the production and marketing of particular commodities. 

Our research, however, has to deal with the development in a number 
of more specific aspects. I cite, as an illustration, the impact it is 
having on market news services, and how these services are having to 
adjust to new conditions. This presents far-reaching problems for 
research attention prior to the time when emergency situations arise, 
Integration has speeded the bypassing of the central markets wher 
prices for such products as butter, eggs, and poultry have been tradi- 
tionally established. With the decline of wholesale trading in the 
central markets the validity of prices arrived at in these markets as 
representative of the values useful for comparison throughout the 
market as a whole have become more and more open to question, 
Problems have arisen regarding where in the marketing systems could 
a finger be put on the flow, or the pulse, of products that would be 
indicative of general supply and demand conditions. 

Exploratory research on measuring movements and prices either 
closer to the supply or assembly areas on the one hand, or closer to the 
retail outlets on the other hand, has been conducted for several years. 
Recently the results of this research have been put into practice at an 
accelerated rate as situations have arisen such as that which occurred 
in Chicago in December, when for days on end there was insuflicient 
trading in butter in that market to provide a basis for price reports. 

Our research seeking alternative points for obtaining accurate and 
representative butter prices was initiated some 10 years ago. Acting 
on information obtained then and from later studies, a new service 
was introduced in 1958 in which prices and volume data were obtained 
from the country shippers. It may prove to be the most sensible and 
dependable source of information on supply and demand conditions 
in the market, as gaps occur in the central market prices that hare 
been depended upon in the past. But this is only one of a number of 
new developments in market news that are being introduced on the 
basis of research. 

To provide more accurate supply information, weekly reports of 
poultry slaughter are being issued to indicate volume of poultry 
moving off the farms into commercial trade at the earliest practical 
point. This information is now incorporated in the Market News 
Service. Similarly, an egg movement report on weekly receipts from 
farms and deliveries to eggbrokers is being issued. 

For price data, a similar report on egg prices at shipping points has 
been developed. Perhaps a better illustration is the shipping point 
prices on ready-to-cook turkeys that have been issued for the last two 
seasonal periods of heavy turkey marketing. This report shows the 
volume moved and the prices received by shippers for carlots and 
truckloads of ready-to-cook, frozen, Government-inspected turkeys 
in Midwest States. This innovation is significant from two points 
- of view: First, as another example of the trend back to the supply 
areas to get volume and supply information; and, second, as an indi 
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ction of the different form of product moving from the assembly 
pints. It looks like there will be little need for a live poultry market 
rice report in the future because so much of the transfer of the 
poultry from the live to the ready-to-cook form is occurring close to 
the farm producing areas. Ready-to-cook turkey becomes a more 
significant product on which to report movements through the market- 
ing system, So we are adapting the data accordingly. 

Also, on the consuming side of the market, we are improving the 
rports of movements and prices to retailers. I refer to prices paid 
by the retail stores for commodity after commodity. In the case of 
sell eggs we are now reporting prices and volume in 14 cities and 
processed poultry in 11 cities. 

Along with these services at both assembly and retail points, a new 
type of report, which we think is a substantial advance over the old, 
is providing what we call volume-price services. By this is meant 
that when a price range is reported on a market, information is 
given on the total volume of movements to which this range applies 
aid then the proportions that were sold at each price within the 
range are indicated. Much more meaningful information is thus 
given to farmers and others who are trying to analyze market data 
tounderstand what is happening currently in the markets. 

Copies of all these reports are available if any of you care to 
examine them. 

Mr. ANDERSEN. When you publish the prices of the dressed birds, 
or packaged birds, do you translate that in radio reports as to the 
value of a live bird per pound ? 

Dr. TRELOGAN. Prices received by farmers are also reported regu- 
rly on the basis of live poultry by the Agricultural Estimates 
Division. 

[ have confined my examples to poultry, eggs, and butter, but the 
ume sort of changes are occurring in market news for livestock, meat, 
ind other commodities. 

Behind each of these changes in market news services that I 
described has been considerable reseach. For example, information 
supporting the changes in egg reports came from this study, “Pricing 
Eggs at Wholesale in New York City” (USDA Marketing Re- 
earch Report No. 210). This was only one of five substantial studies 
toascertain how eggs were moving to and through markets and how 
trices Were being established in terminal markets. Four of the studies 
tave been summarized briefly for wide dissemination in this publica- 
on entitled “Pricing Eges in Central Markets” (A MS-987). 

In the case of butter, the same type of study was undertaken in 
the Midwest area and was published in this bulletin “Problems in 
lnitiating a Report of Prices received for Butter by Midwestern 
(reameries” (AMS-292). 

Mr. Anpersen. Usually there is a lesser accumulation of in-between 
‘pense for marketing Minnesota butter and Washington apples than 
iImost any other commodity. The farmers in those two examples 
will perhaps get as much out of their dollar as any, will they not? 

Dr. Tretocan. We publish data in the Maiketing and Transporta- 
‘on Situation on that subject. 

Mr. Axprrsen. Comparatively, the farmer does get far more than 
‘cents on the dollar out of his butter. 
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Dr. Tretocan. The farmers’ share on butter was 69 percent and op 
eggs 67 percent in 1958 compared with the average of 40 percent for 
all foods in the market basket. 

Mr. We ts. In the case of Washington apples they have a very 
heavy transportation bill to the east coast. 


MOVEMENT AND MARKETING OF COMMODITIES 


Mr. Horan. Since you brought up Washington apples, may I make 
an observation? Of course, we are victims of the competition be 
tween the railroads and the trucks east of the Mississippi. We have 
no quarrel with the railroads whatsoever. Their costs are fixed 
and they have not had too good a time in the past few years, although 
the railroad that crosses my district is one of the better railroads in 
the Nation, the Great Northern, and Washington apples have helped 
them to maintain a fairly solvent position. 

But it is that competition east of the Mississippi between the rail- 
roads and the truckers that has precipitated and triggered a lot of 
our freight rate increases. There is no question about it. There is 
so little we can do about it when the eastern railroads present their 
case to the ICC, though I do want to say for the Department of Agri- 
culture they have assisted us in presenting our case. I thought that 
they did a very ethical job and it has been very helpful. 

Now, the whole basis of marketing research to me should be that 
which gets farm production to the consumer as quickly as possible; 
in other words, orderly marketing, and to get it there in the best 
condition and in the most acceptable form and not place any roaé- 
blocks in the way of orderly marketing. Because it is in the free 
movement of commerce that the consumer is served and the producer 
gets paid. There is no question but what ill-advised legislation ofa 
mandatory type does create roadblocks in a lot of commodities. We 
cannot live with too many roadblocks in the case of perishables. Our 
job, and it is the Department of Agriculture’s job, is to get as much 
information marketwise as possible to the initiating part of this 
commerce. 

I think that a great deal of good has been done to assist the markets. 

There is no question but there are people in commerce who will tum 
a dollar wherever they can find it, and sometimes they attempt to rg 
markets. It has happened in the past. Attempts in that direction 
have been made even with apples. Information on retail movements 
is quite often very helpful. 

My own reaction to this is by no means do we want to do anything 
to slow down the movement of any commodity, but to speed them up 
so that they can get to the consumer in the best possible shape. Quite 
often the producer will be paid if that happens. 

I have been very much interested in this chart in your newest a- 
counting here. Workers on the farm have gone down a third while 
workers in processing and various other fields of agriculture have 
gone up. 

Dr. Trevocan. Our data on numbers of workers are not precise. 

Mr. Horan. Iam referring to the chart on page 9. 

Dr. Tretocan. That shows the trends. ; 

Mr. Horan. We are doing a lot of things we did not use to do. We 
used to go to the store and get our flour and salt and tobacco. Nov 





1369 


ye go there and have our chickens cut up for us and perhaps they 
greeven cooked. We goin there and get minute rice and instant coffee 
and an awful lot of other things. Somebody has to pay for it. I do 
not know the answer to it. I do not think anyone else does. As long 
jsit is a free country and people will buy what they want, there it is. 
So all you fellows can do is to serve both ends of this thing with as 
much information as you can get. 

Now, with regard to the retail movement of goods in the stores 
themselves, I know that you have men stationed there to estimate and 
report back to the industry for their enlightenment, nothing more, as 
to how various commodities are moving. 

Dr. TRELOGAN. May I call your attention first to the fact that per- 
entage changes since 1940 are shown in the chart to which you re- 
ferred. It does not indicate the absolute numbers of workers. 

Mr. Horan. It is on the increase ? 

Dr. TreLoGaAn. Yes; the number of workers engaged in marketing is 
on the increase. 

Mr. Horan. What I am referring to is with reference to your state- 
ment yesterday where farmworkers have gone down a third in terms 
of specific figures, while the workers in processing and various phases 
of agriculture have gone up. 

Mr. Mitier. Largely in line with the chart Dr. Trelogan is present- 
ing here, percentagewise. 

Dr. TRELOGAN. In introducing new market news services it is also 
necessary to do some experimental work and to get out explanations 
tohelp the trade understand what the new data are, how to use them, 
and what purpose they serve. 

Mr. Horan. Out in the Northwest even with their big egg produc- 
tion we are importers of eggs now, but about 50 years ago they formed 
the Washington Cooperative Egg & Poultry Association. It may have 
been more than 50 years ago. What they did I think is worthwhile 
because their market was New York City. They organized a very 
dlicient assembly of eggs. They assembled them every day. They 
aandled them and packed them and shipped whole carloads by fast 
express to New York City as a market. They received as much for 
their eggs as any eggs produced in the local area. That was marketing 
oa strict basis. It was marketing by people who had a product to 
«port out of their area and they wanted to attract the consumers’ 
acceptability. That is the bible in marketing. We are not doing 
that any more. 

RETAIL MARKET NEWS 


Dr. Tretogan. I think that I have said enough about market news 
tobring out the point that we must regard it as being in a period of 
transition, because the marketing system itself is in a period of transi- 
tion. We have not seen the ultimate of the changes yet by any means. 
I think it is entirely conceivable that the best reference point for 
prices and volumes for the market news system of the future may 
‘wn out to be the retail store. We may have to develop a retail market 
lews service to provide the benchmarks for comparison of prices 
throughout the rest of the marketing system. The way things are 
going it is not beyond conception that the kind of market information 
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most useful to farmers on their transactions may need to be expressed 
on the basis of terms and conditions of contracts that farmers ar 
making currently with market agents, Then I think we will have to 
try to develop market news services that will provide significant 
information at any intervening point in the marketing system wher 
the light shows through, so to speak. The service can function only 
where there is sufficient trading among independent buyers and sellers 
to provide a reliable basis for price reporting. 

Mr. Horan. What you are saying is we may have a more complete 
knowledge of where there might be a retail demand ? 

Dr. Trevocan. Yes. But I think the discussions we have had here 
have been suflicient to indicate that the marketing system and the 
methods of operation are changing so rapidly that new, exciting and 
important research problems are constantly arising. We aim to exer. 
cise judicious selection of research on as many of these important 
problems we are able to study with the resources that will become 
available when going projects are completed during the coming year, 

Mr. Horan. It makes sense to have knowledge of the demand as 
well as knowledge of the supply. 

Dr. Tretocan. Indeed so. Retail market news would be particu- 
larly advantageous for getting information on the effective demand. 

Mr. Horan. The only thing that bothers you in fruits and vege- 
tables in any crop year is the amount of canned goods on the grocery 
store shelves, or in the warehouses. 

Mr. Wuirren. I have looked over these charts and your efforts 
to try to determine where the consumer dollar goes. 

I think that it would be very helpful to have for the last 8 or 10 
years the increase in transportation rates. Then in the packing indus- 
try or the meat industry there are just a few plants that have an over- 
whelming percentage of the American business, 

We have four or five big chains that handle a big part of the US. 
market and I would like to see the change in the stock values for 
them, including any stock splits plus dividends paid. I am makingno 
attack on them. I just want the information in order that we may 
show some of the things that are occurring. We hear the words “mor 
services, more services.” Services for which the consumers pay is one 
thing, but unusual and extraordinary profits are another thing that 
should be identified. Under our private enterprise system, if the trade 
will bear it, that is good business; but we need to have the record 
show the facts of what is happening. 

Dr. Trevocan. I am dubious about our ability to get complete in- 
formation on stock dividends and stock splits, and salary changes in 
a matter of a few days. 

Mr. Wuitren. We might extend the time. Those facts should be 
available to the Government. 

Dr. Tretocan. I think for many purposes you may need to have 
a comparison with a larger aggregate of firms that compete for capital 
in the money marts. 
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Mr. Wutrren. Let the facts speak for themselves. We are not mak- 
ing any point. We think somewhere in the record it ought to show. 
There is no indictment involved, or not fault finding as such. 

Mr. Horan. I think that it is a good idea, but I think you would 
have to include the ups and downs of transportation of various types, 

Dr. TRELOGAN. We have that. 

Mr. Horan. You would have to include the ups and downs of 
stockyards. 

Mr. Mitier. You were talking about all of the factors that entered 
into it ? 

Mr. Wurrren. What I am trying to get is concrete statements. I 
just want to show the story. In food distribution I know that A. & P. 
and Safeway and a few others have tremendous amounts of the busi- 
ness. I would just like to have the information. 

Mr. Horan. I think that that could be made available next year, or 
something like that. 

Mr. Wutrren. I am not trying to leave anybody out or include any- 
body. I am trying to draw it tight enough so that you can do it 
within a reasonable time. 

Mr. Wetts. Freight rates are among the readily available material. 
What Mr. Trelogan is saying is that it will take a week or 10 days to 
accumulate some of the other data. We will have to do a careful 
job. So if you will grant him some leniency in submitting this for 
the record we will appreciate it. 

Mr. Wurrren. We will be glad to. If it comes in late we can make 
reference to it at this point and put it in later. 

(In addition to the following, further information on this matter 
may be found in the appendix on p. 2242.) 
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Index numbers of railroad freight rates for major agricultural commodities, 1945-581 


[1947-49=100] 
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1 The indexes shown here are based on actual rate levels, and rises reflect rate increases actually taken 
by the railroads. The increases are somewhat below those authorized by the Interstate Commerce Com. 
mission. The latter appear in ICC statistical series. 
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PAYMENTS TO States, TERRITORIES, AND Possessions 


Program and financing 





1958 actual | 1959 estimate | 1960 estimate 


a ees 


Program by activities: Payments for marketing service work 
(see, 204(b) of the Agricultural Marketing Act of 1946) (total 
obligations) - - - - - - - $1, 160, 000 $1, 160, 000 $1, 160, 000 

Financing: Appropr 1, 160, 000 1, 160, 000 | 1, 160, 000 
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Object classification 


| 1958 actual 1960 estimate 1960 estimate 


11 Grants, subsidies, and contributions...............--.-.-- | $1, 160, 000 | $1, 160, 000 | $1, 160, 000 


Mr. Wutrren. We will now turn to payments to States, Territories, 
and possessions. We will insert pages 59 to 63 of the justifications in 
the record at this point. 

(The pages referred to follow :) 


Payments to States, Territories, and possessions 


Appropriation Act, 1959, and base for 1960 ; $1, 160, 000 
Budget estimate, 1960 1, 160, 000 


Project statement 


Payments for marketing service work under sec. 204(b) of the Agricultural 
Marketing Act of 1946: 

$1, 160, 000 

1959 (estimated) 1, 160, 000 

2060 (eptimated) «2124.2 sk ae eles BiSandenaedisdee 1, 160, 000 


STATUS OF PROGRAM 
Current activities 

This appropriation enables State marketing agencies to get practical applica- 
tion of improved marketing practices and results of marketing research. These 
methods and practices aid in maintaining quality, expanding outlets, and re- 
ducing deterioration and spoilage of farm products. The program also helps 
move seasonal surpluses to their best market, reduce marketing costs, and in- 
creases returns to farmers from the marketing of their products. 

The Federal payments, authorized by section 204(b) of the Agricultural Mar- 
keting Act of 1946, are made under cooperative agreements between the U.S. 
Department of Agriculture and State departments of agriculture, bureaus of 
markets, and similar State agencies for the conduct of eligible marketing service 
activities on a matched fund basis. The States contribute at least half of the cost 
and perform the work with State personnel. 

The amount of the Federal payment to the State is not governed by formula. 
*ayments are based upon an evaluation of the relative urgency of the marketing 
problem confronting the State, the probable effectiveness of the proposed plans for 
solving or alleviating the problems, the ability of the State to carry out the 
program proposed, and the availability of matching funds. 

Forty-three States conducted 132 separate State projects under this activity 
during fiscal year 1958. As in most recent years, emphasis has been placed on 
improving or maintaining product quality and expanding market outlets. 





Selected examples of recent progress 


1. First Minnesota virus-free trees sold.—The first trees certified under the 
Minnesota Department of Agriculture virus-free certification program were of. 
fered for sale during the past season. Approximately 100,000 winter’ hardy 
plums, cherries, and ornamental Prunus trees propagated from virus-free cut. 
tings or budwood were sold to orchardists or homeowners in Minnesota and ip 
the surrounding 5-State area. 

2. Maryland feeder pig sales returns increased.—Feeder pig sales organized by 
the Maryland Department of Markets this past year have increased returns to 
participating producers by $4 to $5 per pig. At these sales pigs produced under 
good management practices are sorted according to breed, weight, and grade and 
sold in lots of uniform quality. These organized sales, where large numbers 
of pigs are assembled, have served to attract buyers from a wide area and to 
establish a highly competitive market for all feeder pigs produced and sold in 
Maryland. 

3. Quality of cottonseed improved in Alabama.—The quality of cottonseed for 
planting purposes is affected by the care exercised in the mechanical delinting 
process. Injury to cottonseed from improper delinting has been a problem 
in Alabama for some time. Last year, seed marketing specialists of the 
Alabama Department of Agriculture initiated a program of assistance to proc- 
essors which enabled them to eliminate most of the damage to cottonseed due 
to faulty equipment and processing techniques. 

4. Watermelon and sweetpotato growers marketing organization and facilities 
developed in North Carolina.—As a result of reduced tobacco and peanut acre- 
age allotments, farmers in the Bertie County area are expanding production of 
several vegetable crops, including watermelons and sweetpotatoes. At the 
request of farmers in this area, the North Carolina Department of Agriculture 
helped in developing a program designed to insure successful marketing of 
these crops. In addition to assisting in perfecting the organization under which 
these crops will be marketed, the North Carolina department gave advice re 
garding varieties having the best market acceptance, choice of market outlets, 
advantageous marketing periods and the proper design and construction of 
needed sweetpotato curing and storage facilities. This year some 600 acres 
of watermelons and 500 acres of sweetpotatoes are being marketed under a 
unified plan where the emphasis is on strict quality control and proper han- 
dling, beginning with seed selection through to delivery of the product on 
the buyer’s platform. Farmers in other areas of North Carolina are showing 
a keen interest in this development and are requesting the North Carolina 
department to assist them in organizing similar programs. 

5. Commercial grain storage survey facilitated orderly marketing of near- 
record Kansas wheat crop.—To assist Kansas wheat farmers in orderly market- 
ing of the near-record 1958 wheat crop. the Kansas Board of Agriculture pre- 
pared a detailed county-by-county report showing total commercial grain stor- 
age capacity and percentage of capacity in use. This report, which revealed 
the storage situation in each county just ahead of the harvest season, provided 
wheat growers, railroads, grainmen and marketing officials with the informa- 
tion needed for efficient handling and movement of the wheat crop. 

6. Wisconsin dairy plant operating costs reduced.—Improvements in equip- 
ment and operations adopted by cooperative dairy plants in Wisconsin as 
a result of assistance provided by the Wisconsin Department of Agriculture 
resulted in savings of about 5 cents per hundred pounds in milk receiving and 
processing costs. These savings were reflected in increased payments of about 
$175,000 to the patrons of these plants. 

7. Live-hog grading program initiated in Georgia.——During the past year, the 
Georgia Department of Agriculture set up at one of the livestock auctions, 
the first live-hog grading service in the State. It is expected that this type 
of program will be extended to other livestock sales points in the State s0 
as to improve the marketing of Georgia’s rapidly expanding hog production. 

8. Kansas egg producer returns increased.—As a result of assistance pro- 
vided by the Kansas Board of Agriculture to three Kansas egg dealers in establish- 
ing egg-breaking facilities, returns to producers were increased by about $1 
per 30-dozen case for eggs going into the egg-breaking outlet. 

- 9. Vermont milk retail sales stimulated.—Under the stimulus of the Vermont 
milk quality improvement program, conducted by the Vermont Department of 
Agriculture, the testing of milk for flavor was extended to all producer de 
liveries. Other developments under this program during the past year included 
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the replacement of old equipment in 20 pasteurizing and bottling plants which 
substantially improved the flavor of milk retailed from these plants. This 
quality improvement work has contributed to the 15-percent gain in retail sales 
of milk in Vermont over the past 3 years. 

10. New Maine potato product promoted.—At the request of food processors 
of Maine, the Maine Department of Agriculture assisted in development and 
securing outlets for a new potato product—frozen stuffed baked potatoes. This 
product, is being packed and sold under the State of Maine blue, white, and 
red trademark. Interest among food distributors in this product was stimulated 
by a product display which the Maine Department of Agriculture exhibited at 
the New England frozen food show. The Maine Department also introduced 
the product to the catering service for a major airline. 


State participation by fields of work 

The work under this program falls into four general fields: The number of 
States conducting projects and the distribution of payments under each category 
is shown below : 


Number of States Payments 
1958 1959 1958 1959 


4 
| 
| 


(i) Improving and maintaining the quality of aren 
tural commodities. -.--- ; 36 3! $370, 000 $365, 000 

2) Increasing markets for agricultural commodities. r : 355, 000 360, 000 
3) Increasing marketing efficiency and reducing costs_- ’ 90, 000 100, 000 

a Assembling and disseminating marketing informa- 
tion, including ste atistics and data on improved 
345, 000 335, 000 


1, 160, 000 1, 160, 000 
| 





Distribution of payments 


The distribution of payments by States, for 1958 and 1959 are shown in the 
following table (some States participate in the program entirely with funds 
carried over from prior years) : 


Distribution of payments by States 


tt 
Actual, Estimated, | Actual, Estimated, 
fiscal year | fiscal year || States fiscal year | fiscal year 
1958 1959 } 1958 1959 
1} 
I] 


Alabama | $20, 601 $20, 600 || New Jersey 35, 918 $38, 000 
7,770 | 7,250 || New Mexico.............- 5, 000 20, 000 
Arkansas 7, 139 7,500 |) New York....- 55, 821 56, 000 
California. .._.___. ‘ 100, 000 100, 000 || North Carolina..........- 70, 814 67, 000 
Colorado | 0 6, 000 | North Dakota 25, 600 29, 000 
Ce 43, 000 43,000 || Ohio.__- 7, 054 9, 500 
Georgia 42, 127 37, 000 i] Oklahoma 23, 000 22, 660 
So hg 26, 507 28, 500 |} Oregon ? $ 22, 042 26, 000 
Indiana 46, 008 33,000 |} Pennsylvs me. tere 15, 600 16, 000 
lowa. cei 10, 000 | 10,000 || South Carolina 10, 000 13, 500 
| Rea RR 48, 000 50,000 |} South Dakota. 8, 465 9, 000 
Kentucky _- 31, 258 32,790 || ‘Tennessee 16, 151 19, 000 
Louisiana 65, 904 66, 000 Texas 20, 502 a 500 
Maine 55, 500 55, 500 || Vermont 3, 438 3, 720 
Maryland. s 16, 423 14, 000 Virginia - 47, 000 50, 300 
Massachusetts......-._- 7, 240 5,000 || Washington- 25, 247 7, 000 
Michigan - | 19, 609 26,000 || West Virginia 32, 000 32, 000 
Minnesota 40, 889 43,000 || Wisconsin 40, 634 43, 000 
Mississippi -| 53, 000 53,000 || Wyoming J 9, 767 0 
Missouri 25, 183 0 || Hawaii 4, 789° 4, 280 
Montana i 12, 500 11, 500 —_--— —_—--—- 
Nebraska 2, 5 2, 900 || 1, 160, 000° 1, 160, 000 














Mr. Wurrren. Mr. Crow, we will be glad to have your general 
statement. 
Mr. Crow. Thank you, Mr. Chairman. 
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GENERAL STATEMENT 


Under the appropriation, “Payments to States, Territories and 
possessions,” funds are made available to the States to pay up to half 
the cost of approved marketing service projects which will help solve 
marketing problems at the State and local level. 

This is accomplished by showing marketing firms and agencies how 
to apply the results of research to marketing problems, determining 
the best marketing practices and getting them adopted, and by col- 
lecting and disseminating needed marketing information at the State 
and local levels. 

There are 43 States and Territories participating in this program 
with 124 projects. The average Federal contribution to each project 
is about $9,350. These 124 projects fall into four main groups. 


FOUR MAIN TYPES OF WORK CONDUCTED 


The first group consists of activities designed to maintain quality 
and reduce deterioration and spoilage of products within marketing 
channels. Another group of projects are those designed to find out- 
lets for surplus farm products. The third is concerned with showing 
marketing agencies how to improve facilities, handling equipment, 
and methods in order to hold down some of these marketing costs 
that we have been talking about. The fourth group is the collection 
and dissemination of marketing data. 


NEED FOR STATE MARKETING SERVICE WORK 


There is considerable demand in the States for work in these fields 
for several reasons that I will only sketch. In the first place, in some 
of the States, like those in the Southeast where the production of 
cotton is being curtailed, farmers are substituting the production of 
products for which they do not have marketing facilities, which they 
do not know how to grade, pack, and handle, and about which they 
do not have the marketing data and information needed for successful 
marketing. Hence, in order to help them solve these marketi 
problems, activities of the kinds that I have described are needed. 

Another situation that leads to the need for this type of work is 
the existence of surplus production of some products. 

Still another reason for this type of work is the need to adjust to 
changing marketing techniques—mechanization, packaging, proces- 
sing, and so forth. One of the problems is that some equipment sales- 
men are persuading marketing people to buy every kind of equip- 
ment imaginable whether or not it is the most efficient and best adapted 
to the marketing job to be done. Hence, it is important that. these 
people have an understanding as to what kinds of machines will 
really improve the efficiency of the marketing, and what kinds are 
not appropriate for a particular use. 

Other reasons why this type of program is desired are the pres 
sures to find ways to hold down marketing costs, and the need to 
cut down deterioration and spoilage. Many States have special cur- 
rent problems that require assistance. For instance, during the past 
year in some of the States poultry processors have had to remodel 
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their plants in order to comply with the requirements of the poultry 
inspection law, and while those changes were being made was a good 
time to improve plant efficiency. In several States help of this kind 
has been given. In still other States the problem may be a shorta 
of facilities, grain sanitation, or off-flavor milk. Whatever the prob- 
jem, the States, to the extent of their ability, have been trying to help 
solve it. 
PROJECTS CURRENTLY CONDUCTED 


To give you a bird’s-eye view of the range of these projects, I might 
point out that 35 States are carrying on projects designed to main- 
tain quality and reduce spoilage within marketing channels; 34 are 
assembling and disseminating needed marketing data; 23 are findin 
outlets to increase sales of agricultural products; and 20 are engage 
in activities to improve facilities, equipment, and handling methods. 
By commodities, 32 States are working on fruits and vegetables; 31 
on poultry and eggs, 26 on dairy products, 24 on livestock, 21 on 
grain and seed, 3 on cotton, 3 on tobacco, and others on miscellaneous 
products. 

I have here, Mr. Chairman, some examples of the work being done 
which I can submit for the record if you would like to save some 
time, or, if you prefer, I can discuss them now. 

Mr. Wutrren. You might limit yourself to those that have shown 
noted success. I have had a delegation from the agricultural com- 
missioners come to me as chairman of the committee. They are very 
anxious that the funds for this program be increased because, at the 
outset of the program the State legislatures were not in session and 
the Federal payment was limited to what was in sight. In the mean- 
time, the States have greatly increased their funds. Now they are 
paying by far a bigger share. That is a problem that we always 
have, and in order to try to pass judgment on it, the committee would 
be interested in what these projects are. They would probably be 
too voluminous to put into the record. In this field we have the same 
problem as elsewhere—they get through and move on to something 
else. The things that you have been talking about could be done in 
my State, or another State, and someone could spend their life in 
that field, and unless you checked his particular work you would 
not know whether it was getting anywhere or not. If you could 
supply us with a list of the new ones that have been taken up it would 
be helpful to the committee in passing judgment on this whole thing. 

Briefly, what has been your experience as to the willingness of a 
State to get through with one of these cooperative projects? What 
has been your experience as far as their wanting to hold on? 

Mr. Crow. There are two types of situations. Some projects are of 
such a nature that they can be finished and closed out, or taken over 
Wholly with State funds, and something else takes their place. But 
these matching fund projects are not research projects, they are service 
projects, so many of them must continue as long as the problem exists. 

Take for an illustration work on improving the quality of milk in 
a State. We have projects of that type in 14 States. In this work a 
specialist will pick up samples of milk in a particular area of a State, 
find out what is wrong with the quality, and get action to correct 
the condition, and then move on to another section of the State. The 
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»xroblem of keeping milk quality up is one that is not easily solved, 
So that type of work may go on for several years. However, yoy 
may be sure that when the need for a project has passed we will with. 
draw from it. 

Mr. Wurrren. I like to put into the record now and then the ex. 
ample of the $15,000 item that they had for swamp fever in mules, 
It was an item that was carried in this bill for years, and the mules 
disappeared before the item was eliminated. To say that it could 
go on and on is true. I am sure that there are some benefits in every 
project, and there would be some benefit if you kept it until the year 
2000. But with the pressure on the Congress, and with each of 
these areas in which you are now doing work having other demands, 
we need to be current with what is happening to determine whether 
to push them into other things more necessary and let something else 
slack off for a period. It is in that field that we would be interested 
to see how many changes you have made. 


WITHIN-STATE STATISTICAL PROJECTS 


Mr. Wetts. May Isayaword? I think that most of these projects 
are the kind which can, and quite often are, terminated within a 
reasonable length of time. There is one class of project, however, 
on matching funds to which I think we need to call your attention. 
There are a number of instances where people within the State, for 
marketing reasons, want within-State statistics. We have as a matter 
of policy indicated to the commissioners that these matching funds 
projects may quite properly be used for within-State statistical work 
that is needed in solving marketing problems. Those are the kinds 
of statistics that are useful not only this year, but each succeeding 
year. 

Mr. Wnuirren. May I say for the record this is certainly no indict- 
ment of this relationship. There are many, many fields wherein the 
cooperative projects by the State and Federal Government would get 
us better answers and perhaps more complete answers. This co 
operative work is something that could well be expanded if money 
were available, but here, as in other fields, the problem is to take 
the money you have and get the maximum results and that is hard 
to do unless you keep current with what is happening. 

It is the committee’s problem, as it is yours, to try constantly to see 
that this money goes into meeting the major problems and that they 
not be kept frozen, or go to something else, because it is interesting, 
and then push the other item out of the way. 

Could you supply for the record the information I have requested 
as to the changes ? 

Mr. Crow. We will attempt to do so, Mr. Chairman. 


Ma 


Als 


Als 


Ar 


Fl 


Ge 


ved, 
you 
rith- 


| OX: 
ules, 
‘ules 
ould 
very 
year 
1 of 
nds, 
ther 
else 
sted 


jects 
in a 
ver, 
‘on. 
for 
itter 
inds 
vork 
inds 
ling 


lict- 
the 
| get 

C0- 
mey 
take 
ard 


) see 
they 
ing, 


sted 


1379 


(The information requested follows :) 


Matching fund marketing service projects conducted by States during fiscal year 


State 
Ns taies nceent 


RN =a ce ies 


Ostifornia_._....... 


Colorad 


ites eveceaanoippnins 


is ais eeeciananeke 


Georgia 


Hawaii 


1959 
Project description 

Technical assistance to improve marketing of seed. 

Improving quality and expanding market outlets of poultry 
and eggs. 

Improving grading and handling methods, and expanding 
outlets for potatoes, vegetables and milk, and other farm 
products. 

Improving quality and expanding market outlets for poultry 
and eggs. 

Improving quality and containers for fruits and vegetables. 

Certification of nursery stock. 

Expanding markets through trade surveys for products such 
as Olives, lemon juice, honey, and lima beans. 

New basic information for fruits and nuts, bush berries, 
and raisins. 

Designing, developing, and testing objective sampling meth- 
ods for forecasting, and estimating the production of 
Bartlett pears. 

To design, develop, and test objective sampling methods 
for forecasting, and estimating the production of 
grapes by principal types, for the use of producers, proc- 
essors, and marketing agencies in marketing these com- 
modities. 

Designing, developing, and testing objective sampling meth- 
ods of forecasting for estimating the production of 
walnuts by sizes. 

Designing, developing, and testing objective sampling meth- 
ods of forecasting for estimating the production of lemons. 

Improving marketing practices for potatoes and other agri- 
cultural crops. 

Improving quality and expanding market outlets for poultry, 
eggs, and other agricultural commodities. 

Collecting basic data for determining rate of planting to 
matoes for making seasonal forecasts of production by 
local area. 

Developing procedures for making both annual and quin- 
quennial forecasts of citrus production. 

Improving quality and expanding market outlets for live- 
stock, 

Technical assistance to improve the marketing of seed. 

Improving quality and expanding market outlets for fruits, 
vegetables, and nuts. 

Improving quality and expanding market outlets for poultry 
and eggs. 

Improving quality and increasing market value of cornmeal. 

State and local agricultural data and market information. 

Improvement of market information through the collection 
and dissemination of new market data and the develop- 
ment of experimental market news programs for Georgia 
agricultural products. 

Develop standards for processed fruits and vegetables. 
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Matching fund marketing service projects conducted by States during fiscal year 


Illinoi 


State 


Ss 


TR acct 


eR eh 


Kentucky 


Louisi 


RED Wonca 





1959—Continued 
Project description 

Improving methods of handling fruits and vegetables ang 
poultry and eggs, encouraging sale of canning crops by 
grades, and expansion of market outlets for poultry prod. 
ucts through retail merchandising demonstrations, 

Expanding market outlets for dairy products in MIlinojs 
with special emphasis on increasing consumption of milk 
at teenage level. 

Improving operating methods and efficiencies in handling, 
packing, and marketing cucumbers, peppers, apples, 
peaches, and other agricultural crops. 

New basic data for livestock, farm timber products, fruits 
and vegetables, hay and pasture lands. (Includes tree 
counts, quarterly farrowings, and timber prices.) 

Demonstration of standards of dairy products. 

Expand market outlets through organization of. trade 
groups and coordination with plentiful foods program. 
Improving efficiency and operating methods in food proc. 

essing plants in Indiana. 

Expanding outlets for fruits, vegetables, and _ livestock 
through special market information, and by obtaining 
wholesale and retail trade cooperation during surplus 
periods. 

Quarterly sow farrowings. 

Maintaining quality and expanding outlets for floricultural 
products. 

New basic data for livestock and poultry. 

Improve quality and distribution and expanding markets 
for dairy products. 

Expanding market outlets for poultry, eggs, and other agri- 
cultural products. 

New market information and data for poultry and eggs and 
other agricultural products. (Includes survey of pro 
tein content of wheat, and monthly prices of various prod- 
ucts by grades and classes. ) 

Improving methods and practices, and expanding outlets for 
poultry and eggs, grain, livestock, honey, fruits and vege- 
tables, and dairy products. (Includes locating vending 
machines, marketing eggs on graded basis, assisting 
broiler processors, buyer information, market news, grail 
facility work, and sorghum and honey processing and 
marketing. ) 

New basic information. (Includes grain storage facility 
survey, honey production by types and areas, and sheep 
and wool production, prices, grades, and marketing meth- 
ods. ) 

Improving distribution and quality and expanding outlets 
for fruits, vegetables, fluid milk, and other agricultural 
products. 

Improve grading, handling, and merchandising methods for 
poultry and eggs. 

To assemble, develop, and disseminate special market infor- 
mation for Louisiana agricultural products giving loca 
tion, quantity, quality, and dates of harvest. 

Develop better packages and loading, refrigeration, and 
other techniques to improve quality maintenance of fruits 
and vegetables destined for terminal markets. (Trans 
portation. ) 

Improving quality of lint cotton. (Cotton gin work.) 

To assemble, develop, and disseminate special market infor 
mation at the local, area, and national level for Louisiana 
timber products. 

Improve handling methods, quality, and packaging, and 
expanding outlets for potatoes, fruits and vegetables, 
poultry and eggs, dry edible beans, maple syrup, and 
other products. 

Improving marketing methods, facilities, and equipment 
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Matching fund marketing service projects conducted by States during fiscal year 


1 year 1959—Continued 
State Project description 

. Maryland_-_------. Improve handling methods, practices, and facilities for 

8 and grain. 

os Improve marketing and merchandising practices, and ex- 

Prod: panding outlets for fruits and vegetables. 

Linois Special information, assistance, and demonstration of im- 

milk proved livestock grading, marketing, and handling prac- 
tices. 

dling Providing assistance and service to small canning plants to 

pples achieve more uniform quality of output and to improve 

is merchandising techniques. 

fruits New basic information for all products. 

3 tree Massachusetts_-_-__- Maintaining and improving quality of dairy and other agri- 
cultural products. 

Investigation of market supplies of Massachusetts market 
trade garden products and development of feasible methods for 
am. establishing regular crop reports on such products. 
proe- OOS a Jertification of nursery stock. , 

Improve handling, grading, and quality maintenance prac- 
stock _ tices for fruits and vegetables, poultry and eggs. 

‘ining Develop expanded market news service for livestock, poul- 
irplus try, eggs, and other agricultural products. 

Special marketing information for fruits and vegetables. 

(Includes tree counts, crop estimating, and in season 
tural reports on progress of onion and strawberry crop in com- 
peting States.) 
Minnesota__...-._- Certification of nursery stock. 
irkets Improving quality of Minnesota’s agricultural products. 

Expanding market outlets for Minnesota agricultural prod- 
agri- ucts. 

New basic data for turkeys, hogs, livestock, eggs, and maple 
$ and sirup. (Includes sow farrowings, turkey poult placement, 

pro and county production data). 
prod: Mississippi___-- ~~~ Improving the handling of milk for processing. 

Maintaining quality and expanding market outlets for poul- 
ts for try and eggs. 
vege- Improving the handling of fruits and vegetables. 
nding To provide additional basic data and marketing informa- 
isting tion relating to supplies, facilities, movements and prices, 
grain to aid in the improvement and expansion of market out- 
and lets for Mississippi agricultural products. 

Mispouri.ic2 2... Expanding market outlets for agricultural products. 
cility Obtaining and analyzing new basic data useful to produc- 
sheep ers and marketing agencies in planning marketing pro- 
meth- grams. 

Development of experimental market news for livestock, 
itlets poultry and eggs, fruits and vegetables, and other agri- 
tural cultural products. 

BONNE 5 ose Encouraging and assisting in improving quality mainte- 
is for nance of dairy products and poultry and eggs. 

A New basic information for fruits, vegetables and wheat. 
nfor- Nebraska_________- Providing additional basic data and marketing information 
loca: relating to supplies, movements, facilities, and prices, to 

aid and further the improvement and expansion of mar- 
and f ket outlets for Nebraska agricultural prdoucts. 
ruits New Jersey___._-_- Expanding market outlets for New Jersey poultry and eggs 
rans through quality improvement and the adoption of better 
handling and merchandising methods. 
) To provide new basic data and marketing information re- 
nfor- lating to supplies, movements, and prices of New Jersey 
jana ‘ agricultural products. 

New Mexico_______ Quality maintenance of eggs and other agricultural prod- 
and ucts from producer to consumer. 
ibles, 
and 
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Matching fund marketing service projects conducted by States during fiscal year 
1959—Continued 





State Project description 


Cee Expanding market outlets for poultry and eggs, fruits, 
vegetables, and other agricultural products. 

Expanding outlets for New York agricultural products 
through providing promotional assistance and the dissemi. 
nation of special market information. 

Improving facilities and marketing operations through as. 
sistance to producers and marketing agencies in remod- 
eling and designing new facilities and in adopting the 
most efficient work methods and equipment. 

New basic data for fruits and vegetables, dairy products, 
livestock and poultry. 

North Carolina__._. Fiber testing of cotton. 

Improve marketing practices, distribution, and merchan- 
dising of fruits and vegetables, tobacco, poultry and eggs, 
and livestock. (Includes washing vegetables and _ pota- 
toes, buyers’ data, feeder and fat cattle sales, wool pools, 
market expansion for milk and poultry. 

Improving efficiency of cotton gins and cornmeal mills, 

Improving methods and facilities for handling grain and 
hay. 

New basic data for fruits, vegetables, and potatoes. 

North Dakota_-_-_-. Encouraging use of grades and standards, and assisting in 
developing better quality maintenance for dairy products. 

Demonstrating methods of preventing deterioration and 
contamination of grain in storage. 

Sao ee Experimental market news for fruits and vegetables, and 
poultry and eggs. 

Quarterly pig survey. 

Okiaboma._....... Improving distribution and handling methods, and expand- 
ing outlets for fruits and vegetables, poultry and eggs, 
dairy products, and livestock. 

To provide additional basic data and marketing informa- 
tion relating to supplies, movements, facilities, and prices, 

GONNOG 5 ciccccad Maintaining quality of filberts during extended storage 
period and to facilitate marketing. 

Quality evaluation of potatoes processed or handled in dif- 
ferent ways at harvest. 

Improving the quality of seeds. 

Development of methodology for certification that fruit, 
nut tree and vine nursery stocks are virus-free. 

To develop objective procedures for making estimates of 
the filbert crop. 

Providing new marketing data. 

Pennsylvania___--- Expanding outlets for Pennsylvania farm products through 
promotional programs and quality improvement. 

Reducing costs of marketing by improving marketing facil- 
ities, equipment, and methods of assembling, grading, 
packaging, storing, handling and transporting Pennsyl- 
vania farm products. 

To provide additional basic data and marketing informa- 
tion relating to supplies, movements, facilities, and prices 
to aid and further the improvement and expansion of 
market outlets for Pennsylvania agricultural products. 

Puerto Rico____~-- Initiate development of standards of quality and regula- 
tions for processed agricultural products not now covered 
by Federal standards and stimulate the use of standards 
and regulations as a means of improving and maintaining 


quality. 
South Carolina___. Evaluate utilization and adequacy of market data. 
“South Dakota__-__-. New basic information for dairy products, poultry and 


eggs, grain, and livestock. 


Improving quality and preventing contamination in grain. 
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Matching fund marketing service projects conducted by States during fiscal year 


year 1959—Continued 
State Project description 
Tennessee__--.---- Improve handling and grading practices for poultry and 
'uits, eggs. (Includes processing, grading, and retail merchan- 
dising. ) 
lucts Improve marketing practices for livestock. (Includes lamb 
emi- and wool pools, feeder, and other cattle sales. ) 
Special market information for livestock, dairy products, 
h as- feed and grain, cotton, poultry, and eggs, fruits and vege- 
mod- tables. (Includes experimental market news for poultry 
> the and eggs and buyer information.) 
NI ses cascade Expanding market outlets and improving quality of Texas 
ucts, poultry and egg products. 
Expanding markets outlets and improving quality of Texas 
agricultural commodities. 
han- | ee re Expanding markets and improving quality of Vermont fluid 
eggs, milk. 
- Wtaiien ce. co Improve grading, handling, and merchandising practices for 
001s, eggs. 
Improving livestock grading and selling methods, and assist 
Ss. in beef promotion work. 
and ; Special market information and other assistance for fruits 
- and vegetables. (Includes “movement out of storage re- 
port” for sweet potatoes, encouraging use of grades and 
ng in promotional program for apples. ) 
ucts. Improving methods for storage and handling grain and hay. 
and Improve grading, handling, and processing methods for can- 
ning tomatoes and other agricultural crops. 
and Technical assistance for cotton-ginning equipment and 
wholesale market facilities. 
Special market information (includes basic data, buyer in- 
and- formation and local market news). 
eggs, Washington_______ Improve grading, handling, packing, and other marketing 
practices, and develop market expansion programs for 
rma: berries, livestock beef, seed, dry peas, fruits, bulbs, and 
rices, milk. 
rage To accumulate, analyze, and publish basic and related data 
on the agriculture of each of the 39 counties of the State. 
\ dif- West Virginia_____. Expand market outlets for livestock, fruits and vegetables, 


poultry and eggs, tobacco, and other agricultural crops. 
) Basic data for poultry and eggs, fruits and vegetables (in- 
fruit, cludes buyer information, fruit tree counts, experimental 
market news, and county estimates of production). 


as of Weeensin wae Improve quality of dairy products. 
Technical assistance to cooperative associations and other 
marketing organizations. New basic data for livestock, 
ough dairy products, fruits, poultry and eggs. 
facil- 


PROJECTS AND PROJECT ACTIVITIES TERMINATED SINCE JULY 1, 1956 


ding, 
nsyl- 1. Improving milk quality, including the elimination of off-flavors (Colorado). 
2. Tree survey for citrus, including location, variety, age, type of root stock 
rma and condition (Florida). 
my 3. Survey of cranberry acreage by age, variety, and cultural practices 
nS (Massachusetts). 
ucts. 4. Improving quality, packaging, and handling of fruits and vegetables 
gula- (Puerto Rico). 
vered 5. amproving marketing facilities (Puerto Rico). 
lards 6. Expanding outlets for agricultural products (Wisconsin). 
ining 7. Experimental market news program for poultry and eggs (Wisconsin). 
8. Improving meat-processing facilities (Oregon). 
a 9. Developing objective methods for estimating Cling peach production 
an (California). 
4 10. Developing objective methods for estimating Bartlett pear production 
rain. (California). 


ll. Improving methods for grading, packing, distributing, and promoting apples, 
asparagus, strawberries, bush berries, lemon juice, peaches, prunes, pota- 
toes, and turkeys (California). 
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12. Improving marketing facilities (Florida). 
13. Providing marketing information for livestock, poultry, and eggs ( Illinois), 
14. Experimental market news program for hogs (Indiana). 

15. Quarterly estimates of sow farrowings (Missouri). 

16. Experimental market news program for poultry and eggs (Missouri), 

17. Providing data on sweet potato storage holdings (North Carolina). 

18. Christmas tree survey (Pennsylvania). 

19. Basie data on tree numbers for various fruits (Pennsylvania). 

20. Improving the quality of dairy, livestock, and other agricultural products 
(Wyoming). 

21. Providing new basic data on supplies, movement, and prices of agricultura) 
products (Wyoming). 

22. Survey of grain storage facilities (Kentucky). 

23. Providing basic data on the egg industry (Maryland). 

24. Providing local and State data on the status and trends in egg production 
and marketing (Kansas). 

25. Providing county data for corn, wheat, barley, oats, peanuts, and soybeans 
(South Carolina). 

26. Experimental market news program for livestock and grain (Ohio). 

27. Developing special sales for feeder cattle, feeder calves, and lambs 
( Virginia). 

28. Improving marketing methods for broilers (West Virginia). 

29. Developing county estimates of acreage, production, and value of farm 
crops, production and value of livestock and livestock products, and mar- 
keting facilities (Washington). 

Mr. Wuirren. How many requests do you have for specifie proj- 
ects to justify the additional request which they have made to the 
committee? They asked you for additional projects. Do you keep 
a compilation of these things that you cannot now get to; or do they 
merely ask for an increase in the fund and you, in turn, turn it loose 
to them and they make up the plans thereafter ? 


PROCEDURE FOR ALLOCATION OF FUNDS TO STATE 


Mr. Crow. The first of June of each year, the States submit to us 
work plans and fund requests for each activity they propose to carry 
on for the coming year. We analyze these work plans, evaluate them, 
and check the amount of money requested to carry on each of these 
activities. We then determine the amount of Federal funds we think 
should go into that particular field. In some cases, we tell the State 
that the time has come to close out a particular project, but on the 
others we advise the State to what extent we can participate in the 
proposed work. 

When our allotments have been made, the States cannot. use the 
money on anything except the approved project. Our auditors peri- 
odically check the expenditures to be sure that the funds are properly 
used, and once a year we try to have a professional man go into the 
State to evaluate what they have done, talking with representatives 
of farm and marketing organizations with which they have worked to 
see what has been accomplished. At the end of the year the States 
also give us a written report of what they did during the year and 
their accomplishments. 






















AVAILABILITY AND STATE DISTRIBUTION OF FEDERAL MATCHING FUNDS 





To come back to your question as to what extent their requests ex- 
~ceed our ability to match, I cannot tell yet what they will request for 
next year, but for this year we were unable to match more than one 
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half of the States. That is, more than half of them received less Fed- 
eral money than they requested, which of course gave us an opportu- 
nity to have more selectivity in what the Federal money would go into 
than we otherwise would have had. 

Mr. Wurrren. I notice that several States are not receiving any 
{undsin 1959. They did have some funds in 1958. 

Is that because no requests have been received from those States or 
because the State legislature provided no funds? 

Mr. Crow. There are usually two reasons for that. 

In some cases the project was finished, and they would have to 
develop a new field of work before they would be eligible for any funds. 
In at least two instances the State wound up the year with sufficient 
carryover of funds to finish the project that they were on, so they are 
finishing the work this year with that small carryover. 

Mr. Wuirren. In looking at your distribution of payments for fiscal 
year 1959, you list what you have paid out. Your estimates are for the 
same money next year. You still would not distribute it by States 
on any kind of a formula, but would reserve the right to do as you 
have described ? 

Mr. Crow. That is correct. 

Mr. Lennartson. We attempted at one time to work out some kind 
of formula recognizing that the day would come when there would 
not be adequate money to match their funds. It was really an impossi- 
bility. 

This is the best approach to it, evaluate it project by project. 

Mr. Wurrren. Where you have more requests than you have funds, 
you would have to exercise discretion as to what projects to approve? 
Do you pass judgment on the type of personnel and the qualifications 
of folks that are going to do it? Or is it the printed description of 
the project that you use in your determination ? 

Mr. Crow. No, Mr. Chairman. We do not rely wholly on the 
printed description of what they propose to do. 

Mr. Wurrren. I just wondered how deep you get into it. 

Mr. Crow. To illustrate, we had a case some time ago where a 
State proposed a given line of work, and we had serious doubts as 
to the capability of the particular employees for doing that type of 
work. We checked and found that the work was really needed, but 
because of our doubts about the ability of their employees to do it, 
[made a trip to that State to check on the capability of the people 
who were to do the work. This investigation showed that those 
people were not equipped to do that particular work, so the commis- 
sioner of agriculture of that State, was told that while we did not 
feel that it was our prerogative to select employees for State projects, 
we did feel that it was perfectly proper for us to insist that, as a 
prerequisite of our approving the project and participating in it 
inancially, they must have properly qualified people. 

Since this particular project had to do with showing producers and 
handlers how to grade and handle eggs in order to improve and 
maintain their quality and expand outlets, one of the requirements 
lid down for our participation was that the people engaged in the 
work must pass the Federal examination for an egg grader. 
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That is an illustration of one type of action we take to get worth. 
while use of the funds. Then, too, when we go into the States each 
year to check on the kind of work done, we also try to evaluate the 
quality of the people that are doing the work. When we find some 
that we have some doubts about, we pass that information on to the re. 
sponsible official and ask that corrective action be taken. 

Mr. Wuirren. I believe that pretty much covers what I am inter. 
ested in at the moment. 


INCREASING MARKETING EFFICIENCY AND REDUCING COSTS 


Mr. Horan. What work do you do, Mr. Crow, under increasing 
marketing efficiency and reducing costs? 

Mr. Crow. That is one of the items on which we have a proble 
Mr. Horan. It takes rather specialized people to be able to do that 
kind of work and most of the States do not have that kind of talent, 
but I can give you some illustrations of some of the work being done 
in that field. 

In Wisconsin, as an illustration, they have a man who, during the 
past year, worked with 17 dairy plants on their operating costs, 
analyzing the cost to each of doing a particular operation. On the 
basis of that analysis they found variations among plants of as much 
as 30 cents per hundredweight for performing identical operations, 
and that certain changes could be made that would reduce the cost 
of some of those operations. As a result in those 17 plants, costs 
were reduced an average of about 5 cents per hundred pounds of milk, 
bringing about a total savings during the year estimated at a littl 
over $300,000. 

In Virginia, there is another illustration of this type of work. They 
have an industrial engineer on their staff, whose qualifications wer 
checked by our industrial engineers before he was employed. This 
man has been working with the operators of apple houses, and egg 
assembly plants, analyzing their situations and showing them results 
of some of the research in the industrial engineering field and how 
they could be applied in improving the efficiency of handling in their 
plants. The results have been good, as have activities in other States 
to improve poultry processing plants, grain facilities, and handling 
methods, cotton-ginning equipment, and to bring about the installation 
of vacuum coolers and washers. 

These are illustrations of the kinds of work being done to increas 
marketing efficiency and reduce costs. Our biggest problem in this 
field, and the advisory committee representing the States has recog- 
nized it, is that the States generally do not have the type of person- 
nel that can do this kind of work. Therefore, in percentage of 1 
sources used, this field accounts for only a small proportion of the 
total appropriation. 

Mr. Horan. That is all, Mr. Chairman. ; 

Mr. Wuirren. If that is all, Mr. Crow, we wish to thank you aga 
for your usual fine presentation. We do not envy you your job. It 
is too similar to our own. 
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COMMENDATION OF USDA PERSONNEL 


Mr. ANpersEN. Mr. Chairman, for the record, I think this is a good 
point, as long as you mentioned Mr. Crow’s good work, for me to say 
that you, I, and Mr. Horan, have seen through the years these gentle- 
nen come before us year after year and the more I hear them elaborate 
upon the problems of agriculture, the more I realize what outstanding 
men we have working in the Department of Agriculture. It is not 
yell enough known throughout the United States—the high quality of 
theaverage man working for our various departments of Government. 

[have found through my 20 years that the more I have become ac- 
quainted with these gentlemen, the more I respect their ability. 

In that connection, Mr. Chairman, I would like to say for the record 
that am sure that the committee has been especially impressed this 
vfternoon with the capable presentation of the marketing research 
pogram by Dr. Trelogan. The committee should know that Dr. 
Irelogan has a long record of outstanding performance. For example 
during the past year he was president of the American Farm Economic 
Association. ‘That association now has well over 3,000 members. 
They are located in every State of the Union and the Territories and 
nnearly every country of the world. This year the American Farm 
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Reonomic Association will be celebrating its 50th anniversary. 

In addition, Dr. Trelogan serves on the U.S. Council of the Inter- 
national Conference of Agricultural Economists, and attended the 
ith meeting of the conference in India last summer; and in past 
years he has had other honors. He represented the United States at 
the 13th International Dairy Congress, received an award for superior 
vrvice from the Department, has served as chairman of the Agricul- 
ture Committee of the American Marketing Association and he has 
en a member of the faculty of the U.S. Department of Agriculture 
Graduate School since 1948. 

Wein Minnesota are proud to say that he received his doctor’s degree 
iagricultural economics at the University of Minnesota. 

Mr. Wurrren. We are pleased to have that and I would like to 
ay for the record that I know of the very high quality of the personnel 
ithe Department of Agriculture. In our work here, we give them 
tte same credit for effort that we make ourselves. 

We have had difficulties and that will always occur, but I would 
xe to say that many times the questions from this side of the table 
ome from differences in belief as to what is sound, plus the fact 
tat frequently many of the decisions of the Department come from 

th-level directives, beyond the witnesses who appear here and who 
tify. It is also my belief that when certain questions exist in the 

nds of the public, the best way to answer those questions is to put 
le facts in the record. 

Ihave never hesitated to ask the hardest questions that I knew 
ow to ask, because it always gave the Department the best chance to 
take the best. answer that it has. The fact that the questions are 
‘xed does not always mean that there is a question on this side. But 
‘ls to let you put the best answer that you have in the record, which 
‘needed by you and by us. 
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May I say again that when you appear on that side of the table 
and we on this side, there may 4 and there certainly is, a differeng 
in responsibility and maybe a competitive situation to a degree, But 
the minute you leave here and we write this bill up, then we becom 
the spokesmen for the Department of Agriculture and its budge 
before the whole Committee on Appropriations and the Congress, 

The better the answers you give us, the better off we are. We hay 
to use your answers when we get on your side of the table where w 
stay until the bill is finally signed. 

All of these things have their place and I am sure that you gentleme: 
know that. 


Scnoo.t LuncH PROGRAM 


Program and financing 


! 
Program by activities: 
1. Food assistance: | 

(a) Cash payments to States $83, 754,171 | $93,600, 000 
(6) Commodity procurement - = 14, 811, 421 49, 743, 000 
ES ee eee oma 1, 306, 748 1, 657, 000 


| 1958 actual | 1959 estimate | 1960 estims 
| 


Total obligations_- as | 99,872,340 | 145, 000, 000 
Financing: Unobligated balance no longer available | 92, 293 | ~=- = 50s. -|ccsceue 


New obligational authority : 99, 964, 633 145, 000, 000 | 


New obligational authority: 
Appropriation -| 100,000,000 | 110,000, 000 
Transferred from ‘‘Remov 

moan Ga beat.’ 188)... _......... eae 
Transferred to ‘‘Marketing research and service’’ (72 | 
| eas Si lbdsitangpigilasiinennaise thereat s aleibetccrceipiete —35, 367 











Appropriation (adjusted) 99, 964,633 | 145,000,000 | 100, 00,00 
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Object classification 


————— F > 


1958 actual | 1959 estimate | 1960 estimate 


























AGRICULTURAL MARKETING SERVICE | 
Total number of permanent Seen .obebewayene Semin wich nase 163 166 160 
Average number of all employees- - piclraeated ical trea Qiy ch irene tatceltibabiang 145 155 155 
Number of employees at end of year. ppanire tue hiseio nda cibicaialoriaasiaia 118 157 156 
average GS grade and salary. -.-.........--- aaa k onetaacenemreciee 7.3 $5,312 7. 3 $5,857 | 7. 3 $5, 822 
Average salary of ungraded positions--........-.......-..-.-.. $3, 991 $4, 191 $4, 194 

(i Personal services: 

IND TRIN occ chase cngnmanca vaneemeuahes $889, 445 $993, 581 $993, 700 
Biber Perna) SOTVMEE. - - onc dace ns sds cue cvcwsnes 7, 479 9, 039 9, 700 
Total Peraenal COPVIC cc cesiacsccscccnecssccscecncd 896, 924 1, 002, 620 1, 003, 400 
NN cs LN te NES 107, 171 115, 100 115, 200 
UNI OE UNE ds ns cade sncdancioecussphuasacees 2, 886 2, 000 2, 000 
“@ Communication services__..........-- wierd matte indesuinpihasiedgbiades 33, 693 42, 300 42, 000 
i EE SN ccnndnkcesmweuinene nokemadie 14, 036 | 16, 500 16, 500 
@ Printing and reproduction..................--.---------.-| 26, 354 23, 900 23, 900 
@ Other contrectual services... ............caccccccccces wal 17, 309 | 22, 100 22, 000 
Services performed by other agencies_..............-.-- 34, 200 44, 000 44, 000 
USES PS SS eae ea ae 12, 339 | 21, 500 21, 000 
(@ Equipment Roman ne ohighieemee eink <eninws oe < 19, 188 | 9, 600 | 9, 500 
1) Grants, subsidies, and contributions..-.---------.----.--- 51, 752 58, 650 58, 700 
Cash payments. --. tive keidenteaccdas Steg 93, 600, 000 83, 600, 000 
13 Refunds, awards, ea 1,012 900 900 
ret GGONNNNNUG coca cucewcesecapuecslaccseanconsac 882 830 900 
Total, Agricultural Marketing Service. ...._.-........_. 84, 971, 917 94, 960, 84, 960, 000 
a 

ALLOCATION TO COMMODITY STABILIZATION SERVICE | 
Total number of permanent positions. - ‘ 19 55 25 
Average number of all employees. -............-.-. nisecieeuiinisinceibal 15 50 21 
Number of employees at end of year ; 7 15 8 
Average GS grade and salary ‘ ; a 5.9 $4,740 | 6.0 _%, 312 6.0 _%, 264 

(1 Personal services: 
Permanent positions._.. bai : ; $73, 741 | $233, 970 $98, 350 
Other personal services- waa | 2, 730 1, 000 
Total personal services_...............- enndinkswnes 74, 126 | 236, 700 99, 350 
NE ass Keni SEE <hKepdad aaee sbete pai ewa mats coos 609 | 4, 440 1, 700 
3 Transportation of things__.__- ; cane . 250 | 1,750 550 
# Communication services... _...__- Ritbin ith piety aaeeennch 1, 969 9, 640 2, 500 
ees RUNG THELIST BONFIRE ois ccrugicdcnecnaecawac 4, 522 | 12, 500 6, 000 
Printing and reproduction.._....................-.-.-..- 496 3, 150 1, 500 
(7 Other contractual services. ...................-.....----- 202 900 400 
Services performed by other — ae Bead 401 1, 850 600 
8 Supplies and materials_____- Bd ils tee lie ted ahio teacbeanebe 861 5, 150 1, 200 
irants of commo< lities | to States. Saas he meted tak : - 14, 811, 421 49, 743, 000 14, 918, 500 
SED... aceon Lie dadesceubaubelisty ad 877 3, 500 1, 200 
ll Grants, subsidies, and contributions..--.------.-----.___- 4, 592 16, 800 6, 200 
3 Refunds, awards, and indemnities................_._____. 78 440 200 
eT ePR ME MUNARDNIINNON onc inc. cceen wevasece. PES! 19 180 100 
Total, Commodity Stabilization Service....__..______- 14, ‘900, 423 50, 040, 000 15, 040, , 000 


Total obligations..............__.. ak ca a _...-| 99, 872, 340} 145,000,000 | 100, 000, 000 
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Mr. Wuirren. We turn now to the school lunch program and we 
will at this point put in the appropriate pages in the record. 
(The pages follow :) 


School lunch program 


Appropriation Act, 1959____- Le ne ee ; _...-- * $110. 000, 0m 
Budget estimate, 1960__-___- aa Bees 100, 000, 000 


Decrease (reduction in cash payments to States) —- 


1In addition, act provides that $35 million shall be transferred from sec. 32 unde for 
purchases of agricultural commodities for distribution to schools. 


Project statement 


Project 95 1959 Increase or 1960 
(estimated) | decrease (estimated) 


1. Food assistanc 
a) Cash payments to States $83, 754, 171 $93, 600, 000 —$10, 000,000 | $83, 600,00 
(6) Commodity procurement ae 14, 811, 421 49, 743, 000 | —34,824, 500 | 14, 918, 50 
2. Operating expenses-__- ; : 1, 306, 748 1, 657, 000 | — 175, 500 1, 481, 50 
Unobligated balance - nn akthocs - 02,203 j.... 
Pete Fay AC CORB ins ks ~~ 22 oe eves : (44, 098) | [123, 300} | [= 7, 300]| [116, 000) 
Total available or estimate_ -- ‘ 99, 964, 633 145, 000, 000 | —45, 000, 000 100, 000, 000 
Transferred to ‘‘Marketing research and serv- | 
ice, Agricultural Marketing Service, 1958’’ $85, B67 fas visg se cs pitechn ns cote nical po 
Transferred from ‘‘Removyal of surplus agricul- | | 
tural commodities’’  - os ‘ pack Keown 4 —35, 000, 000 | +35, 000, 000 


| 100, 000, oi 


l'otal appropriation or estimate__......-- 100, 000, 000 | 110, 000, 000 | — 10, 000, 000 


STATUS OF PROGRAM 


The school lunch program is designed to— 
1. Broaden the market for agricultural food commodities by— 

(a) Providing an expanded market for agricultural commodities through 
local purchases of food by school lunch programs in commercial channels 
of trade ; 

(b) Serving as a valuable outlet for agricultural commodities purchase 
by the Department to alleviate local and seasonal surpluses ; 

(c) Expanding the outlet for highly nutritious foods, particularly in 
areas of nutritional deficiencies ; 

(d) Introducing a wider variety of foods, thus creating a demand for 
commodities that many housewives would not otherwise buy. 

Improve the health and well-being of the Nation’s children by— 

(a) Providing them a well-balanced lunch at school to help fill their 
daily nutritional requirements. 

Experience indicates that children who get lunch under this program, ¢om- 
pared with those who do not, show— 

(1) morerapid gain in weight and height ; 

(2) better attendance records; 

(3) improvement in scholastic standing ; 

(4) better deportment ; 

(5) higher resistance to colds and other illnesses. 

(b) Developing proper and nutritionally beneficial food habits which 
will continue in later life. 

Current activity under the program includes— 
1. Furnishing cash assistance to schools for food purchases by— 

(a) Apportioning among the States and Territories a minimum of 1 
percent of the total funds available on the basis of need as indicated by: 

(1) State per capita income compared with U.S. per capita income; 
(2) State population of children 5 to 17 years of age. 
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(b) Making periodic advances of the apportioned funds to State agencies 
to enable them to reimburse participating schools for a portion of the food 
costs of lunches served when the schools— 

(1) agree to operate on a nonprofit basis ; 

(2) serve meals meeting minimum nutritional standards prescribed 
by the Secretary of Agriculture ; 

(3) offer lunch to-all children attending the school and serve it free 
or at reduced cost to children who are unable to pay the full cost ; 

(4) agree to purchase commodities designated by the Secretary of 
Agriculture as being in abundance. 

A recent study indicated that substantial servings in Federal interest costs 
would result from more frequent cash advances to the States. As a result 
a revised system was developed in cooperation with the States to provide 
generally for nine monthly rather than four quarterly advances effective with 
the fiscal year 1959. 

(c) Paying the funds directly to participating private schools in the 28 
States, Hawaii, and Guam where State laws forbid disbursement of Federal 
funds by State agencies to private schools. (A proportionate share of the 
State’s total apportionment is set aside for this purpose. ) 

2. Furnishing food items to schools for lunch programs by distributing to 
schools through State distributing agencies, commodities acquired under— 

(a) Section 6, National School Lunch Act. Commodities are purchased on 
the basis of their nutritional value and acceptability, and distributed to 
schools participating in the school lunch program under this act. 

(b) Removal of surplus agricultural commodities (sec. 32, act of August 
24,1935, as amended). Surplus commodities are purchased and donated to 
authorized outlets, including all eligible school lunch programs. 

(c) Commodity Credit Corporation. Commodities acquired under price 
support programs may be donated to authorized outlets, including all eligible 
school lunch programs (sec. 416, Agricultural Act of 1949, as amended). 

8. Furnishing administrative and technical assistance to State agencies and 
participating schools with respect to— 

(a) management of funds; 

(b) purchase and storage of food ; 

(c) proper use of equipment ; 

(d) preparation and serving of meals 4 

(e) maintenance of records and preparation of reports; 

(f) development of recipes, particularly to utilize donated and plentiful 
commodities ; 

(g) reasons for participation and nonparticipation in program. 

4. Making reviews and audits which provide for— 

(a) annual audits of the records of State agencies and selected schools; 

(b) comprehensive administrative analyses of State agencies’ operations 
under the program ; 

(c) administrative reviews in individual schools as necessary. 

Program policy is to encourage and assist State educational agencies to assume 
increasing responsibility for the administration of the program. In addition to 
the responsibility for the administrative review of individual programs which all 
States have assumed, 17 States have assumed responsibility for the individual 
school audit programs and several additional States have indicated an interest 
for assuming this reponsibility. Work was completed in cooperation with State 
educational agencies during the year on a broad review of school lunch proce- 
dures and regulations. New regulations were made effective July 1, 1958, incor- 
porating a number of desirable simplifications based on 12 years’ experience in 
the program. A study group composed of five State school lunch directors and 
members of the Department has been established to analyze long-range needs and 
fnhancing of the program in order to develop background material and recom- 
mendations for consideration by the Secretary’s advisers on the school lunch 
program. 


Eramples of recent progress and trends 


The school lunch program furnished noonday meals to about 30 percent of the 
Nation’s 39,100,000 schoolchildren in the fiscal year 1958. This program also 
utilized 3.5 billion pounds of food, of which 3.2 billion pounds were purchased in 
local markets and 0.3 billion pounds were donated by the Department. 
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A. Peak month participation was 11.5 million children in 1958, 8 percent on 
1957—-participation in the national school lunch program, fiscal’ years 1957 an 
1958, by month 


Number of schools Number of children 


156, 639 

670, 094 

9, 816, 858 

10, 287, 160 

Ss : 10, 634, 101 

December-. i ; 57, 26 59, 929 |! 10, 655, 567 
SEE me esed - : 57, 8 60, 196 10, 629; 329 
EE Sn ater won 2oe< poNCassas | 57, 60, 239 | 10, 505, 670 
es 3.. 248 2h skusae ne . tee ink deed 7,6 5 10, 257, 891 
7 eiiadeie cto oe 7 10, 175, 916 

orale cecnsetats bie ctiseenic 3 Acisig ee f 5 9, 647, 541 
June etous i 5,4 5, OF 2, 861, 385 
Average, September to June-- i ae 52, 54,732 | 9, 547, 142 

eee Aa AS elena ie eS = : 60, 519 | 10, 655, 567 


! Peak month. 


Year-to-year comparisons in number of schools participating are affected by 
the school consolidation program. 


B. Number of each type of meal served and Federal reimbursement rate 


| 
Number of meals served | Federal reimbursement 
(billions) rates (average cants) | 


1957 1958 1957 1958 (pre- 
liminary) 


Type A meal (4%4- daily nutritional needs) . 1 444 
Type B meal (same as A but in smaller quantities) 7 # 
Type C meal (44 pint of milk only) 


nN 


Meals served free or at reduced prices........---.-.-- oie 


! Maximum rate permitted: Type A, 9 cents; type B, 6 cents; type C, 2 cents. 
2 Average rate per complete meal with milk. 
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C. Method of financing the program 


Fiscal year 


1958 1959 (esti- 
mate) 


apap mnie ntti ereinsiaaossaiatasbcalb 
ederal contribution: 
; Direct appropriation School Lunch Act: 
LL «oc dairt et scansaceet saws wow ewa akan aaa $83, 915, 000 
14, 659, 931 
98, 574, 931 
131, 972, 002 
Sea (RONNMNON. . 2- Jo Sa cedde in god inteb woes. nanan 60, 036, 063 


BE 


> 
» 


g 
S5= | 8| 55s 


sg |2|s88|g¢ 


Total, Federal contribution j 290, 582, 996 





State contribution: 
State and local government contributions. -_..............- 71, 671, 000 
Other local contributions 83, 651, 000 
Payments by children 418, 151, 000 


Total, State and local contributions ------| 573,473, 000 3 634, 868, 000 690, 000, 000 


864,055,996 | 875,061,108 | 978, 043, 000 


SEs 





1 Includes $35,000,000 authorized to be transferred from sec. 32 for the purchase and distribution of agri- 
cultural commodities. 

Represents estimated requirements based upon expenditures during fiscal year 1958. Distribution of 
additional funds to schools is contingent upon justif cation of need. A total of $75,000,000 is authorized for 
this program including nonprofit child-care institutions. (See special milk status of program.) 

‘Final, based on State reports. 


D. Benefits to agriculture 


Participating schools purchased more than $469 million worth of food in local 
markets during the 1957-58 school year. Federal cash assistance funds 
financed $83.8 million worth of these payments; State and local sources, the 
remainder. Thus, in 1958, each dollar of Federal cash assistance resulted 
in the expenditure of almost $6 for food in local markets throughout the coun- 
try. In addition to these local purchases, the schools utilized USDA donated 
commodities as reflected by the following tables. 
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E. Commodities distributed to the school lunch programs during fiscal years 1957 ang 


Program and commodity 


Sec. 6, School Lunch Act: 
Beans, canned 

Beef, frozen ground 
Corn, canned 
Cherries, canned 


Grapefruit sections __- oo ee 


Orange juice, concentrates. - 
Peaches, canned 

Peanut butter 

Peas, canned . 

Pee WRN cas ocncewccsen ‘ 
Tomatoes, canned 

Tomato paste 


pee... 3 

EE 

Cabbage 

Cheese-_-. 

Eggs, shell-___ 

Egg slids, dried 

Grapefruit sections___------- 
Hamburger 
Lard 

RR ssc enc 
Peanut butter 


IR oid ch cahinconannneaescnnet a 


Butter-_---- 
Cheese - 





1958 


Fiscal year 1957 


Pounds 


16, 439, 


“5, 482, 386 | 
"14,314,992 | 


8, 405, 
25, 998, 
5, 739, 


884 


560 


59, 528 | 


619 | 


604 | 


Amount 


"597, 032 


“1, 872, 401. 


1, 954, 368 | 


3, 327, 821 
1, 510, 078 


670, 011 
2, 199, 171 


689, 456 j 


$1, 839, 593 | 


Pounds 


9, 454, 485 
16, 754, 109 





111, 397, 033 


16, 536, 
36, 637, 

6, 810, 
18, 113, 
30, 017, 


847 
932 
350 
727 


15, 308, 


52, 072, 240. 


338, 576 | 


12, 660, 743 
22, 583, 829 


298, 946, 906 


11, 798, 814 
9, 641, 802 
13, 538, 77 
17, 742, 118 
540, 000 
46, 135, 229 
54, 420 
9, 177, 701 
1, 857, 438 


118, 686, 301 


| 





1 14, 659, 931 


935, 986 
22, 235, 561 
188, 647 


7, 250, 925 


25, 619, 244 
2, 989, 538 
2, 926, 929 


31, 657 
1, 549, 675 
9, 004, 172 


112, 496, 228 


891, 990 

5, 063, 875 
5, 625, 363 
1, 135, 495 
22, 626 

3, 229, 466 
1, 655, 837 
1, 759, 365 
91, 757 


19, 475, 774 


146, 631, 933 


18, 925, 000 
4, 926, 460 





127, 132, 094 


19, 738, 562 


124, 610, 011 


341, 116, 326 





Fiscal year 1958 


a, 


Amount 


$1, 053, 239 
6, 743, 29 


1, 261, 1% 


3,066, 


61, 781, 775 


1, 556, 84 
992, 158 
3, 305,382 


1 Excludes $36,077 and $9,165 respectively, representing loss in shipment and failure to meet specification. 


— 


Alab: 
Alash 
Arizc 
Arka 
Calif 
Colo! 
Cont 
Dela 
Distr 
Flori 
Geor 
Gual 
Haw 
Idah 
Illine 
Indi 
lows 
Kan: 
Kent 
Loui 
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FP, Estimated value of commodities distributed to the school lunch program, fiscal 


year 1958 


—_——_—_----- 


Section 6 





Alabama. 
Alask®.......-----~--------------------------+------- +--+ 2 ee 
Arizona 

Arkansas 

CE wcnnccacccecces pidisnnendigedtadediendnuieiGeededadianisas 
Colorado 

Connecticut 

Delaware. -- - " 

District of Columbia 

PL sebetidntpovukunind aveiaFavescun tatad doideniveueeame 
acon ccncnavedcnwJdesnwecucceckasuce sdaecentesennesscc= 
Guam 

Hawaii 

Idaho 

Illinois 

Indiana 

lowa 


RS 6a noua cure cacewnasatpadabubs>euen nee cpveee ican 
Louisiana 

Maine. 

Maryland - - . 
Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri... - 

Montana. - - sgeaca 
EE ee 





Nevada... .- 
New Hampshire i 

Nish Sa Sie tates yiastdl a ihe 5 6 hs i ea tein 
New Mexico._--- 

New York 

North Carolina. 

North Dakota. 

Ohio... la a 

Oklahoma. -- - - 

Oregon... ._. 
Pennsylvania 





Puerto Rico. _..... 
Rhode Island_ 

South Carolina... 
South Dakota_ _- 
. ae Se 
TR dicee= x 

Trust territories _ _ 
DE onin ees 
Vermont... 

Virgin Islands__ 
Virginia 

Washington 

West Virginia 
Wisconsin - 

Wyoming 


$452, 144 | 


6, 765 
127, 981 


259, 292 | 


130, 182 
144, 761 
20, 586 
9, 728 
533, 706 
592, 607 


539 | 


125, 646 


370, 162 
295, 859 
174, 576 
405, 843 
690, 762 
76, 497 
197, 066 
298, 064 
393, 887 
365, 862 
298, 515 
419, 552 
54, 614 


169, 535 
37, 311 
393, 041 
50, 877 
484, 970 
701, 284 


111, 967 
24, 042 
9, 569 
432, 230 
245, 696 
219, 677 
245, 665 
34, 339 


14, 802, 256 


Donated 
commodities 


$2, 238, 109 
38, 232 
699, 468 

, 533, 480 

, 831, 944 
708, 096 
003, 647 
131, 316 
91, 809 

, 948, 890 
2, 403, 896 
9, 665 
437, 453 
304, 185 

, 924, 883 
026, 106 

, 303, 070 

, 222, 407 

, 756, 399 

, 574, 738 
21, 595 
491, 268 

, 947, 655 
, 645, 121 
395, 485 

, 202, 481 

, 419, 759 
260, 397 
583, 306 
58, 522 
322, 772 

, 449, 402 
626, 597 

, 020, 142 

, 665, 142 
402, 961 

, 435, 903 

, 021, 460 
749, 556 

, 943, 982 
2, 129, 501 
199, 318 

1, 842, 875 
514, 737 

2, 320, 573 
3, 670, 071 
26, 388 
681, 588 
116, 554 
33, 305 

1, 957, 739 
1, 297, 148 
1, 421, 755 
1, 392, 573 
106, 409 


75, 961, 833 


| Total 


| 

$2, 690, 253 
44, 997 
827, 449 
1, 792, 772 
5, 560, 736 

838, 27: 
1, 148, 408 
151, 902 
101, 537 
2, 482, 596 
2, 996, 503 
10, 204 
563, 099 
78, 905 
8, 467, 243 
2, 396, 268 
1, 598, 929 
1, 396, 983 
2, 162. 242 
4, 265, 500 
498, 092 
688, 334 
2, 245, 719 
3, 039, 008 
1, 761, 347 
1, 500, 996 
1, 839, 311 
315, O11 
674, 796 
75, 072 
364, 136 
1, 634, 202 
697, 335 
4, 949, 807 
3, 400, 675 
473, 840 
4, 103, 299 
2, 264, 760 
917, 155 
3, 575, 653 
2, 299, 036 
236, 629 
2, 235, 916 
565, 614 
2, 805, 543 
4, 371, 355 
26, 388 
793, 555 
140, 596 
42, 874 
2, 389, 969 
1, 542, 844 
1, 641, 432 
1, 638, 238 
140, 748 


90, 764, 089 
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Number of children and schools participating, fiscal year 1958 ! 
































Children in elementary and 
secondary schools 
= = a cela secondary 
ee schools, 
Total | Number | Percent | number 
enroll- | participat- | participa- | participat. 
ment 2 ing tion ing 
| 
(1) (2) (3) 

Northeast: | | Wes 
Connecticut . 7 496, 057 112, 68% 22.7 
Delaware ea Ras ern ie, Mee eS 84, 492 18, 113 21.4 : 
District of Columbia *_- Seeiaeiis 132, 851 | 71, 787 54. 0 
Maine aul 219, 123 65, 547 29.9 | | 
Maryland - i eS 634, 048 153, 422 24. 2 . 
Massachusetts Ein é - 1, 001, 573 235, 006 | 23. 5 | 
Weer TIMINGS. — . Wn. cnc e namin sna sewensnsases] 125, 036 37, 994 30.4 | | 
New Jersey -- . $ 1, 175, 670 141, 786 | 12.1 
New York. --- = Cae eer ats odes 3, 248, 260 685, 349 21,1 | 
Pennsylvania_....-------- GEER SPs | 2,360, 132 481, 913 20. 4 3 
Rhode Island_.-. asia ee a | 165, 530 27, 965 5. 
Vermont... 85, 577 31, 129 36. 

OS asp tae’ 468, 175 175, 491 
Total, Northeast area | 10, 196, 4 529 Et 238, 185 
|= —=—=—=—=a ee 

Southeast: Sel 
Alabama. 4 = 7 779, 440 320, 702 41.1 a i] 
Florida____- fas sindbis . oss sale 838, 119 374, 365 44.7 10 : 
Georgia -.--.---- : ot 954, 764 428, 856 44.9 6 for t 
Kentucky ___- CA _..--| 667,736 | 303, 067 45.4 wy 
Mississippi. siti tail Bac aetna nateatee 564, 760 | 217, 583 38. 5 ri is for 
North. Carolina re spbes . 1, 050, 842 526, 577 50. 1 4 i] 
Puerto Rico__----- : 605, 691 235, 578 38.9 wu unde 
South Carolina.------ za hicks cae 544, 030 284, 366 52.3 othe 
Tennessee _. es oe ais 778, 990 352, 587 45.3 
Virginia_._- ; . 814, 780 308, 099 8 
Virgin Islands.- 8, 486 | 4,779 | B. : ) 

Total, Southeast area_.-- , 607, 638 | 3, 356, 559 | s oe 

Midwest: tay 
Illinois. _- a J . ‘ ..| 2,038, 086 417, 780 
eatin ; ; 982, 738 305, 374 
lowa--- - a 4 : 616, 450 235, 576 
Michigan - -- : eed na x 1, 772, 731 307, 457 3 
Minnesota. - : ooo Soe 771, 090 | 302, 450 39. 2 36 } 
Missouri. SETS ; Sees Kamae 898, 337 318, 215 : s ‘ 
I soon cine tionec nang _..| 298,230 | 75, 476 25. 3 i ‘ 
North Dakota.........---. cmaleiteae % s 142, 578 56, 905 39. vi 
Ohio. een eek eo. __| 2,020, 819 567, 931 | 
South Dakota.- ae Beal : 152, 889 39, 386 Y ti 
Wisconsin... as -| 850, 210 212, 392 25. wl 10) 

Total, Midwest area. -- ee ee 5 10, 544, 158 2, 838, 942 E i 
== — = ae ——— LU 

Southwest: tur 
Arkansas... ca 427, 310 192, 502 wi! 
Colorado-.--- Swat deat ae 375, 602 105, 032 i gra 
DE isknot <dcnceneccongas pecsveas ae 483, 259 | 140, 680 1,117 
Louisiana... ___-- aa 744, 652 520, 936 1,4 ] 
New Mexico. -_.-.---- pads Sen con aw esigite 211, 284 59, 706 “EF (6 
NG. n caditen cddetannceeEaaottl| eee): ES 1,08 

1,998,001 | 536, 206 3112 


-_ 
2 
oe 
a 
i 





4, 788, 162 | 1,785, 617 | 


[a — SS Ee } 


See footnotes on p. 1399. \ 
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Number of children and schools participating, fiscal year 1958 \—Continued 


_ EEE 


—_— 


Children in elementary and Elementary 
secondary schools and 
a . : “ _| secondary 
State | schools, 
Total | Number | Percent | number 
enroll- participat- | participa- | participat- 
ment ? ing tion ing 


(3) 


i. ) ) ag 
: 2 | 
Western: | 
‘Alaska a ss 35, 746 4, 180 | 
Arizona-. ‘ 288, 117 | 94, 594 | 
California . . | 3,086, 649 590, 517 | 
Guam... iat d | 14, 662 564 | 
Hawaii_.. . can évaeWméees 156, 250 92,481 | 
Idaho- - cane 152, 137 56, 523 | 
Montana.....----- pee ——— 149, 384 | 43,075 
Nevada uo 55, 005 10, 189 | 
Oregon... ‘ 388, 120 127, 148 | 
Utah... “ | 212, 517 | 87, 227 
Washington -. | 610, 278 193, 642 
Wyoming ---.--..----.---------- 78, 843 | 23, 087 


os x3 
Ss s- 


SSahewei 


Total, western area 5, 227,708 | 1,323, 227 
Grand total..--- {3.1502 eee eee) 11, 492, 580 | 30.0 | 59, 930 





| Data are for December 1957 and represent the average number of children participating in the program 
for that month. The number of schools and children may have been higher in some States during other 
months but December was the peak month of participation nationally. 

iSource: Latest data available from the U.S. Office of Education. Enrollment data for public schools 
is for fall 1957. Private school enrollment is for 1955-56. 

‘Data for the District of Columbia includes participation in the type C, or milk only, lunch authorized 
-— the national school lunch program. Reimbursement for this type has been discontinued in the 
other States. 


Mr. Wuirtren. I think we went into this item rather thoroughly 
yesterday. But if there are any further questions, we will be glad to 
have them at this time. 


> 
Se 


USE OF SECTION 32 COMMODITIES 


pers 5-52 
SBesSsaszes 


Mr. ANpersEN. I do have one, Mr. Chairman. 

This is more or less an enlargement of what we stated yesterday. 
Perhaps Mr. Lennartson or Mr. Garber could answer me in conuec- 
tion with this. 

I note that under section 32, Mr. Lennartson, that certain items, in- 
dluding shell eggs, hamburger, lard, pork products, plums, rice, and 
turkeys, were not available for distetbastion to the school lunch pro- 
gram. 

Is that because none were accumulated by the Commodity Credit 
Maporation through the price-support operation; is that correct? 

Mr. Lennartson. Mr, Andersen, I ould like to make two obser- 
vations, 

First, you are referring to fiscal year 1958 on that table? 

Mr. ANDERSEN. That is correct, in comparison with 1957. 

Mr. Lennarrson. Second, that table reflects the foods which were 
distributed to school lunches from three different sources. One is sec- 
tion 6, 

Mr. Anpersen. I am referring specifically to section 32. 
on Sen, Section 32 deals with commodities that may or 

y not have been in the hands of the Commodity Credit Corporation. 
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In fiscal year 1958 we did use section 32 funds to distribute a ye 
substantial quantity of butter, cheese, and dry skim milk—pric. 
supported commodities—to the school lunch program. 

1is year we are doing this at about the same level, meeting most 
of the demands of the school lunch program for these commodities 
this fiscal 1959, in a similar manner. 

Mr. AnpERsEN. Is it a fact, Mr. Lennartson, that turkeys, for ex. 
ample, looking at that item under section 32, were not taken over by 
the Commodity Credit Corporation through the price-support opers- 
tion in 1958 ? 

Mr. Lennartson. There has not been any CCC price-support pro. 
gram for turkeys since 1950. Further, in 1958 we had no turkey pur. 
chase program with section 32 funds. 

You recognize that program was aimed at the perishable con. 
modities. 

Mr. Anpersen. That is correct. 

Mr. Lennartson. However, in 1959, we had purchased and dis- 
tributed, some 23.6 million pounds. 

Mr. ANnpeRsEN. I am just calling up this subject because I want to 
point out the double benefit of what is accomplished through pric 
supports at the right time on perishable commodities. 

In the first place, it helps the farmer stabilize his market and sec- 
ondly we have the opportunity to channel a terrific amount of thes 
perishable foods into consumption via the school lunch program. If 
we do not support the market through price-support operations by pur- 
chasing them under section 32 funds, they cannot be made availa 
the school lunch program. 


Here is one place where I think we could afford always to be liberal 
in construing first the possible benefit to the farmer, to the producer; 
secondly, keeping in mind the fact that whatever is taken over will 
find the best market in the world in the stomachs of the schoolchildren 
of America. 

I just wanted that in the record at this point. 


PROCUREMENT UNDER THE $35,000,000 TRANSFER 


Mr. Wurrren If there are no further questions, at this point in the 
record, I would like to quote from a letter I received from the Se- 
retary of Agriculture, Mr. Benson, dated December 23, 1958. It 
reads as follows: 


Dear CONGRESSMAN WHITTEN: Supplementing our discussion today regarding 
the Department’s food purchase program under the special $35 million section 
$2 limitation of schoo! lunches, I have checked further with our operating people 
and thought you would be interested in the attached copy of a press release which 
is being issued late this afternoon on the procurement of frozen ground 
pork ** * 
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We will put this press release in the record at this point, together 
with a list of items which have been approved for purchase and the 
figures which show actual purchases as of December 23, 1958. 

Bring that up to date later, please. 

(The material follows :) 


U.S. DEPARTMENT OF AGRICULTURE, 
Washington, December 28, 1958. 


Orrers ANNOUNCED To Buy FrRozEN GrouND PorK For ScHoot LUNCH 
PROGRAM 


The U.S. Department of Agriculture today announced that offers have been re- 
quested to supply approximately 10 million pounds of frozen ground pork for 
schools participating in the national school lunch program. 

Purchases will be made with funds transferred by Congress from section 32 
for use under the National School Lunch Act. 

The Department is purchasing this frozen ground pork for the national school 
lunch program on a trial basis. Other meat items have been made available to 
schools in past years under provisions of section 32 and the National School 
Lunch Act. Offers will be considered only from vendors operating under Federal 
inspection in order that products purchased may be shipped in interstate com- 
merce. 

Frozen ground pork must be prepared in accordance with schedule HH, 
“OSDA Specifications for Frozen Ground Pork.” Offers, either by letter or 
telegram, are due by 2 p.m. (e.s.t.) January 5, 1959. Acceptances will be made 
by telegram filed by USDA by January 9, 1959, with deliveries to be made as 
soon as practicable but not later than February 15. 

Details of the offers are in invitation to bid No, 1, announcement LD 220, 
which is being mailed to the meat industry. Copies of the invitation and other 
information concerning the offers, and of “USDA Specifications for Frozen 
Ground Pork,” may be obtained from the Livestock and Poultry Operations 
Branch, Livestock and Dairy Division, Commodity Stabilization Service, U.S. 
Department of Agriculture, Washington, D.C. Offers should be submitted to 
that office. s 


Statement on procurement program under $35,000,000 fund transferred from sec. 
32 for school lunch purposes, as of Dec. 23, 1958 








Approved Actual 
Item for purchases 
purchase as of Dec, 
| 23, 1958 
en a Le ee ee $650, 000 $650, 000 
I Deere en Sen ME De a oe -witsedeee 1, 750, 000 1, 750, 000 
Re i cn ek ae a ea ae | 11, 600, 000 7, 969, 000 
eS ed a eee anths Coe ona suk vab-wawedios scces saue | 11, 000, 000 5, 087, 000 
. ) ae Se a ee Ak US) | 15,000,000 |..........-... 
Rr cea a a a a cchie chen Seana | 30, 000, 000 15, 456, 000 


a eee een tes eee 
‘Purchase program announced Dec. 23, 1958. 


: Note.—Funds allocated to turkeys, dried eggs, and pork products are interchangeable and may be ad- 
justed depending upon market conditions. 
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Food procurement program under $35,000,000 fund transferred from sec. 82 for 
school lunch purposes as of Mar. 6, 1959 





——— 


Quantities 


Funds 
purchased 


Commodity obligated 


| (pounds) | 
sis ‘ - : - r a 


Apples and applesauce 17, 000, 000 $1, 709, 000 
NNN: Ser eo os 5 a ke a ma abeimanbansiias cakes dawosoaanct 4, 200, 000 | 75, 004 
Eggs, dried 9, 168, 000 10, 148, 000 
UI Jods aie asc peeelnenbne cobras eRe CeEae bas wae 19, 987, 000 9, 722, 000 
tent chayhcnkig ne gincenmen mek ieeReaael a emaubareanienns: 23, 560, 000 8, 499, 000 


———|—— 


NG ste dec cackss sbbidadableddsieisen ide Sebesdbntiblobtbdldcidess | 73, 915, 000 


ReMovaAL OF Surpetus AGRICULTURAL COMMODITIES 


Program and financing 


| 1958 actual | 1959 estimate | 1960 estimate 


Program by activities: 
Bs Commodity pregrems payments: ‘ 
ny NE onc acamapencekemncene 124, 471, 285 
(6) Diversion payments 2, 719, 691 }s14s, 506, 400 $145, 506, 400 
2. Surplus removal operating expenses 2, 224, 392 2, 668, 600 


2, 668, 600 
3. Marketing agreements and orders 1, 682, 040 1, 825, 000 1, 825, 000 


Total obligations 131,097,408 | 150, 000, 0Q0 150, 000,00 
Financing: 


Comparative transfers to other accounts 2, 125, 616 

Unobligated balance brought forward —297, 948, 852 

Recovery of prior year obligations_..............-.-.-...-- —2, 632, 912 a 
Unobligated balance carried forward 300, 000,000 | 300, 000, 000 
Unobligated balance no longer available 83, 585, 747 43, 657, 248 


Not ightigationn emthotity os. 5... ss.0 5 cece d ceed 216, 227,007 | 196, 150, 248 


New obligational authority: 
Appropriation 220, 878,158 | 235, 936, 663 
Transferred to— 
“Promote and develop fishery products and research 
pertaining to American fisheries,”” Bureau of Com- 
merical Fisheries, Department of the Interior (15 
U.8.C. 713c-3, as amended by act of Aug. 8, 1956)_...| —4,651, 151 —4, 786, 415 
"School lanch program” (72 Stat. 104)... ...........<-leececncn<a<<-- 
“Salaries and expenses,”’ Foreign Agricultural Service 


Appropriation (adjusted) - . - 216, 227,007 | 196, 150, 248 238, 607, 000 


Ssazsoe 


=se 
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Object classification 


1958 actual 


—_—_———_ 


AGRICULTURAL MARKETING SERVICE 


Total number of permanent positions 
Full-time equivalent of all other positions 
Average number of all employees- -.-..-...--...----------- 
Number of employees at end of year. -_.......-- 

Average GS grade and salary 

Average salary of ungraded positions 


(1 Personal services: 
Permanent positions 
Positions other than permanent 
Other personal services --- -- 


2, 697, 161 
3, 617 
13, 362 


2, 714, 140 
236, 149 
ener tenth OF TMS Sn oo ono oc cewec nner ccn-svsckeeeus 2, 742 
Communication services 74, 999 
Rents and utility services 27, 220 
Printing and reproduction 38, 284 
Other contractual services - - 55, 512 
Services performed by other agencies 
Supplies and materials 
9 Equipment 
Grants, subsidies, and contribt 
Commodity program payments 
Refunds, awards, and indemnities 
5 Taxes and assessments 


Total personal services 
Travel 


30, 937 
45, 514 
165, 575 
299, 293 
4, 393 

1, 443 


3, 702, 496 


Total; Agricultural Marketing Service 


ALLOCATION TO COMMODITY STABILIZATION SERVICE 


Total number of permanent positions 
Average number of all employees 
Number of employees at end of year 


94 
72 
72 


Average GS grade and salary 
0! Personal services: a ks 
Permanent positions 


368, 873 
Other personal services 


8, 886 





6, 295 | 


1959 estimate 


454 

4 

443 
454 

$5, 857 
4, 191 


7.3 


2, 943, 720 
14, 748 
16, 332 


2, 974, 800 
260, 000 
5, 000 

89, 300 
35, 000 

50, 000 
81, 250 


35, 000 

188, 150 
500, 000 

4, 050 

2, 050 

4, 264, 600 


111 
100 
91 


5.9 $4,740/6.0 $5,312] 6.0 


514, 695 
10, 535 


1960 estimate 


isd 

4 
443 
454 


7.3 


"$5, 822 
4, 194 


2, 943, 720 

14, 748 

26, 332 

2, 984, 800 
260, 000 

5, 000 

89, 300 

35, 000 

50, 000 





670, 000 

4,050 

2, 050 

4, 434, 600 


110 
99 
91 


$5, 264 


514, 695 
12, 385 





Total personal services 
Travel....... Sis iameatatra areoek bgeigc amie cack basi to oka cadaiaciciadip uiierd aha 
Transportation of things 
SNIRDICNONT OOF VINOD Loo oo cn cc cccchamcenweunccecccans 
Rents and utility services 
Printing and reproduction 
Other contractual services 
Advanced to— 
“Administrative expenses, sec. 392, Agricultural 
Adjustment Act of 1938” (7 U. 8. C. 1392) oe 
“Local administration, sec. 388, Agricultural Ad- 
justment Act of 1938” (7 U. 8. C. 1388) ........_- 
8 gm i Sk hl ceniccenes cngconann 
rants of commodities to States_-...-...- Biante aig ieaet 
Equipment 
Grants, subsidies, and contributions 
Commodity program payments 
Refunds, awards, and indemnities 
Taxes and assessments 


525, 230 
13, 100 
2, 000 
16, 300 
41, 900 
6, 350 
5, 465 


32, 450 


40, 000 

4, 700 

132, 506, 400 
5, 500 


34, 555 

12, 500, 000 
1,300 

150 


527, 080 
13, 100 
2, 000 
16, 300 
41, 900 
6, 350 
4, 465 


32, 450 


40, 000 

4, 700 

134, 836, 400 
4, 500 

34, 705 

10, 000, 000 
1, 300 

150 





Total, Commodity Stabilization Service 127, 394, 912 





Total obligations ~~ 131, 097, 408 


33913—59—pt. 3——_10 


145, 735, 400 


150, 000, 000 


145, 565, 400 
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Mr. Wurirren. We now come to the removal of surplus commodities, 
section 32. 

In that connection, I would like to have pages 82 to 95 of the justi- 
fications included in the record at this point. 

(The pages referred to follow :) 


Removal of surplus agricultural commodities (sec. 32) 


Appropriation, 1959 
Transferred to: 
Department of Interior to “Promote and develop fishery prod- 
ucts and research pertaining to American fisheries, Fish 
and wildlife Service,’ pursuant to Public Law 1024, 


School lunch program, pursuant to 1959 Appropriations Act_ —35, 000, 000 
Activities proposed in 1960 budget for transfer to “Salaries 
and expenses, Foreign Agricultural Service” —2, 493, 000 


Base for 1960 193, 657, 248 
Budget estimate, 1960: 
Annual permanent appropriation 
Less transfers to: 
Department of Interior, pursuant to 
Publie Law 1024, 84th Cong 
“Salaries and expenses, Foreign Agricul- 
tural Service” 


Increase (in annual permanent appropriation for sec. 
purposes) 


2In addition, an unobligated balance of $300.000,000 carried forward from 1959 will be 
available. Of the total of $538,607,000, the 1960 estimates forecast obligations of $150; 
000,000. This would result in an unobligated balance of $388.607,000, of whieh $300,000,- 
000 would carry forward into fiscal 1961 and $88,607,000 would revert to the US. 
Treasury. 


Project statement (on basis of available funds) 


1959 Increase (+) 1960 
Project | 1958 (estimated) | or decrease | (estimated) 
( 


1. Commodity program payments: | 
(a) Direct purchases | $124, 471, 285 
Cy) Been SONNE 5. <a cp emo desel walncntaiem omnis $145, 506, 400 
(c) Diversion payments_-...........-.-- 2, 719, 691 

2. Surplus removal operating expenses. -_-___-.--| 2, 224, 392 

3. Marketing agreements and orders_ - 1, 682, 040 


Sa 131, 097, 408 
Unobligated balance no longer avnailable -__..-- | 83, 585, 747 3. 657, 248 $44, 949, 752 
Unobligated balance carried forward 300, 000, 000 | 300, 000, 000 
Total available 514, 683, 155 493, 657, 248 | +-44, 949, 752 
Recovery of prior year obligations — 2, 632, 912 
Unobligated balance brought forward. | — 297, 948, 852 |—300, 000, 000 
Total pay act costs (147, 605) (349, 365) 
th AT Se St ET CGE LE REN 214, 101, 391 193, 657, 248 | +-44, 949, 752 
Transferred to: 
Department of the Interior pursuant to 
Public Law 1024, 84th Cong 4, 651, 151 4, 786, 415 +13, 585 
School lunch program pursuant to Public 
Law 85-459 35, 000, 000 | —35, 000, 000 
“Salaries and expenses, Foreign Agricul- 
tural Service’’ +-2, 593, 000 
Transfer in 1960 estimates to Foreign Agricul- 
ee Ee 2, 125, 616 2,493,000 | —2, 493,000 |_....--------- 


Total appropriation or estimate 220, 878, 158 | 235, 936, 663 | +10, 063,337 | 246, 000, 00 
(rr SS 








ome es a et © 
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EXPLANATION 


Use of section 32 funds to stabilize market prices may be achieved by an 
announcement that the Department stands ready to enter the market or by actual 
participation in the market. The extent to which funds actually will be obligated 
and expended will depend upon the method employed to accomplish the objective. 
Further the type of program to be developed will depend upon the action which 
will best solve the particular surplus removal problem which exists at the time. 
Generally, removal of surpluses outside normal channels of trade is accomplished 
primarily through purchases, which are subsequently donated to schools, institu- 
tions, and needy persons, with schools getting first priority. 

Total fund requirements for 1960 are projected at the 1959 level and provide 
for needs as now foreseen. If unexpected troublesome surpluses develop, steps 
would be taken to use additional funds for their removal as conditions might 
warrant. 

With the large supply of feed grains and the potential availability of animal 
proteins, it is probable that a major part of the funds budgeted may be required 
for the purchase and distribution of these protein foods which are not covered 
by the CCC price support program. 


Fund availability and balances 


The following table summarizes the estimated total funds available for 
section 32 activities and the estimated balance carried forward for fiscal years 
1958, 1959, and 1960. 


Item 1958 1959 (esti- 1960 (esti- 
mated) mated) 


Balance from prior year 2 $297, 948, 852 $300, 000, 000 
Recovery of prior-year obligations 2, 632, 912 a ; 
Appropriation or estimate. ....................-...-...- 220, 878, 158 235, 936, 663 
Transfer to: 

Interior Department ‘ —4, 651, 151 —4, 786, 415 

School lunch program 

Salaries and expenses, Foreign “Agricultural Service _ _].-.- 
= in 1960 estimates to Foreign Agricultural Serv- 

—2, 125, 616 —2, 493, 000 


is 514, 683, 155 493, 657, 248 
Obligations _.-.-----------| —131,097,408 | —150, 000, 000 
Unobligated balance no longer available - —83, 585, 747 —43, 657, 248 —88, 607, 000 


Unobligated balance carried forward to subse- 
NE Es canciin anid ancehomedeicoedame am ahe aca 300, 000, 000 300, 000, 000 300, 000, 000 


STATUS OF PROGRAM 
Current activities 


Under section 32 of the act of August 24, 1935, as amended (7 U.S.C. 612c), 
an amount equal to 30 percent of customs receipts during each calendar year 
and unused balances up to $300 million are available for encouraging the ex- 
portation and domestic consumption of agricultural commodities. Current 
activities for removing from the market surplus agricultural commodities 
include : 

(a) Purchases for distribution through State distributing agencies to 
school lunch programs, and to welfare agencies and institutions eligible 
to receive such purchases. 

(0) Encouragement of exports through payments which will permit the 
sale of surplus commodities in foreign markets. 

(c) Encouragement of domestic consumption by diversion from normal 
channels of trade to byproducts and new uses. 

The basic authority also provides that these funds shall be devoted princi- 
pally to perishable nonbasic agricultural commodities and their products, other 
than those receiving price support under title II of the Agricultural Act of 1949, 
agsamended. These commodities are: Tung nuts, honey, milk, butterfat, and the 
Products of milk and butterfat. It has been determined that this provision 
Can be legally satisfied by setting aside or reserving the principal portion of 
section 32 funds for the use of perishable nonbasic agricultural commodities 
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when the occasion arises warranting their use for such purpose. The remainder 
of the funds may then be used for other authorized purposes. Not to exceed 
25 percent of funds available under the act may be used for any one commodity 
or product thereof. 2 
Public Law 540 (Sith Cong.) authorizes the appropriation of an addition} 
$500 million annually to further carry out the purposes of section 32, of which 
not to exceed 50 percent of such funds may be used for any one commodity. 
Section 32 funds are also used for operating expenses consisting of: 

(a) Surplus removal operating expenses which include administratiye 
costs for direct removal of surpluses from the market, and distribution by 
the Agricultural Marketing Service of section 32 and CCC commodities to 
eligible outlets. These funds are also used to encourage food preservation 
and marketing of abundant foods through the food trades, 

(b) The administration of marketing agreements and orders which aim 
to establish and maintain orderly marketing conditions for certain com- 
modities and their products. 

(c) Development of markets in foreign countries for U.S. surplus or 
potentially surplus agricultural commodities. 

(d@) Administration of import programs under section 22 of the Agricul. 
tural Adjustment Act of 1933, as amended. 

A discussion of activities (c) and (d) will be found in the justifications for 
the Foreign Agricultural Service. 


SELECTED EXAMPLES OF RECENT PROGRESS AND TRENDS 


A. Purchase of agricultural commodities for distribution to authorized agencies 

1. During the fiscal year 1958, approximately 335.7 million pounds of agricu- 
tural commodities at a cost of approximately $124.5 million were purchased for 
distribution through authorized agencies. Distribution was made by 81 agencies 
to an increased number of participants as compared with 1957. 


(1) School children. Nicer aatertalevih wih iglesia ato 
(2) Persons in eligible institutions 
(3) Individual welfare recipients (peak month). —. -- 


2. Commodities purchased during fiscal years 1957’and 1958 for distribution through 
authorized agencies 





1958 
Commodity 


| 
Pounds Value Pounds | Value 


Dairy products 
WU ee ee Se ee cee ira te oe 38, 837, 824 $24, 424, ¥31 102, 498, 369 
Cheese... ._- ik j oa 44, 903, 776 18, 486, 826 87, 919, 933 
are ‘ 355 60, 440, 653 11, 968, 500 | 133, 705, 736 

NI i ie i cy . : ; ‘ 25, 041, 970 EEE Loc nunweccaceys 

NS SES 

Fruits: 

Grapefruit - _ _- 
Plums__- 

Livestock products: 
Bewt..2.2i. 2. Resi , 862, 25, 737, 517 
Lard__- has scdpcetem aie ec cgetngtd 21, 560, 4, 018, 631 
I a 2% : 3, 614, 742 

Peanut butter-_.- , ata L * 

Poultry products 
Eggs, shell. _.-- sods 2S 10, 650, 674 a ~ = 2325 
Eggs, solids. __- ete aa 4, 746, 150 5, 273, 168 naa 1 102, 378 
Turkeys_-__.._--- oe ee 25, 409, 200 10, 131, 831 Jeu dchbaeet ta. Sagan 

Rise... .... 31, 914, 850 3, 405, 009 

Vegetables: Cabbage 9, 697, 300 269, 267 

Wheatflour.-_-.. ; rani ai hia 15, 265, 650 854, 435 

GAO settlements: ___.___._. at LS —6, 910 

404, 410, 285 | 121,524,252 | 335, 658, 107 124, 471, 35 
| 

a a Ree 


1 Prior year transportation and related costs. 


860, 287 
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RB. Encouragement of exportation of agricultural commodities: Quantity of com- 
modities exported and payments made during fiscal year 1957—no export programs 
were in effect in 1958 


1957 


| 
| 
Quantity | Payment 


Commodity Unit 


——$__—__—_——— - - - - + — | —-——- - | 


Fruits 
Citrus juice blend, ss a d . 2 301 
Citrus juice blend, concentrated bs 2965 
Citrus salad "ASe _ 1, 139 
Grapefruit, fresh wil tis. Woe ce "9049 
Grapefruit, concentrated 20, 425 
Grapefruit, ss | ease ” 339 7, 584 
Grapefruit, canned 5 337 3 712 


| 
cea 
| 

Oranges, fresh ) 911, 550 | 454, 885 
! 


52 

684 
20, 492 
6, 668 


Orange juice, concentrated ghia pct 93, 332 33, 056 
Orange juice, ss-- | case Z | 36, 734 11, 395 
Tangerine juice, concentrated | gallon | 5, 998 2, 039 

\ pound. | 3, 646, 203 200, 648 
Wheat | hundredweight....| 6, 519, 954 7, 777, 785 


lt  cacseadesthnaheusdgteiinealmsmaeddiain sai ae cin ciiaaciiasadeauaiiaias 


C. Quantities of commodities diverted and payments made during fiscal years 1957 and 
1958 


1957 
Commodity Unit 


Quantity Payment Quantity Payment 





b iin. sinaisuiaints: | 10, 177, 140 i $407, Pe 9, 976, 448 $299, 203 


Ton 3, 303 269, 773 


Hundredweight__-| 12, 603, 434 4, 999, 335 6, 356, 607 | "2, 420, 398 


pease arascakinsets | 5, 676, 166 |... a 2, 719, 691 
cca 


D. Surplus removal operating expenses 


1. Planning surplus remowal programs and distributing commodities.—In addi- 
tion to planning surplus removal programs under section 32, responsibility has 
been assigned to the Agricultural Marketing Service for the distribution of all 
surplus commodities. This includes commodities purchased under CCC price 
support programs which are donated to domestic and foreign outlets. Distribu- 
tion of surplus foods to domestic users is accomplished under a plan whereby 
the Federal and State Governments share responsibility for the delivery of the 
donated surplus foods to the ultimate user. The Department of Agriculture 
arranges for and finances any necessary processing or packaging of the com- 
modities and pays the cost of transporting these commodities to central receiving 
points within the States. 

The State distributing agencies are responsible for the approval of eligible 
outlets, according to standards established by the Department of Agriculture. 
For example, school lunch programs must be operated on a nonprofit basis, insti- 
tutions and hospitals must be nonprofit and exempt from Federal income tax, 
and persons in family units receiving commodities must be certified as needy 
by a public welfare agency. State agencies request commodities from the Depart- 
ment and arrange for the acceptance of the shipments at receiving points and 
for their delivery to the final users. In addition, the State agency is responsible 
for overall supervision of the program to insure that the commodities are effec- 
ar used by recipients and that waste or resale into commercial channels is 
avoided. 
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Domestic donations : Over 19 million persons benefited from the USDA domestic 
donation program in 1958. The actual volume of surplus foods (both sec. 32 ang 
sec. 416-CCC) distributed to domestic recipients in 1958 was less than jp 
1957, and totaled about 870 million pounds. The decrease was largely due to 
the fact that strengthening farm markets reduced the need for large-scale 
Government surplus removal purchases. During the year Federal surplus foods 
were used to help most emergency food needs arising out of 14 natural disasters, 
To assist in answering numerous inquiries about the welfare family program, 
a fact sheet was issued in April. It outlined the Department’s food donation 
authorities; told how surplus food became available for donation; and described 
the part played by States and local communities. 

Foreign donations : The volume of foreign donations (all sec. 416-CCC), which 
are made after provision for the needs of all domestic recipients, increased about 
200 million pounds in 1958 to almost 2 billion pounds. Fewer foods were 
available for foreign donation because of the reduction in Government inven- 
tories of food commodities—butter and dry beans, which were distributed 
domestically, were not available for foreign donation and rice was not available 
in the last half of the fiscal year. However, foreign donations of cornmeal and 
wheat flour increased to more than make up for the restriction in the number 
of food items available for overseas recipients. 

The following tables reflect the quantities and cost of both section 382 and 
section 416—CCC commodities distributed in 1957 and 1958: 
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9, Food trades program.—Under this program the consumption of plentiful 
foods is encouraged through normal channels of trade by enlisting the cooperation 
of food distributors in obtaining merchandising emphasis on foods available in 
plentiful supply and by supporting industry food promotion and merchandising 
campaigns. The workload under this activity is shown in the following table: 


— 


Fiseal year | Fiscal year 
Project 1958, number | 1959, number 
(estimated) 


egies neta teehee peti ionamin liinipnainaad naan 


Average number of foods listed-on. monthly abundant foods list 9 | 10 
Distribution of monthly plentiful foods list—distributors 23, 800 25, 000 
Distribution of new monthly plentiful foods list—food service_____........- . 23, 600 25, 000 
National food drives conducted a ll 10 
Area, State, and local food drives conducted ; 6 15 


Major food drives were conducted during the past year on apples, dairy prod- 
ucts, peas, peaches, turkeys, sweet corn, eggs, lettuce, prunes, and watermelons. 
In addition, special promotions were conducted on 11 commodities. Major food 
drives in 1959 may be conducted on dairy, poultry, and livestock products, apples, 
peaches, canned peas, and potatoes. 


BE. Marketing agreements and orders 


1. Activities under the milk, fruit, and vegetable agreement and order programs 
during fiscal year 1958 and estimated for 1959 


Dairy Fruit and 
vegetables 
Activity 


Agreement and order programs in effect 
Hearings held to consider amendments to existing orders or the issuance 

of orders in new areas.................... aes ph aaeeere taal ee 
Requests received for new programs 
Amendments issued to existing orders..........--. 
Suspensions issued to existing orders. -....--...-.-.----- 
Petitions received for review of various order provisions 
Petitions disposed of during the year 
Court cases started during the year 
Court cases disposed of during the year 
Hearings held under Administrative Procedures Act. ............------ 
Applications reviewed from cooperatives for qualifications to participate 

under the act 
Cases disposed of under the act 
Regulatory orders issued under provisions of marketing order 
Appointment of administrative or control committeés..................].---.---|.------- 
Promulgation of committee rulemaking 
Budgets approved 
Investigation of alleged violations. .........._.--....----------- 
Cases referred to Department of Justice for prosecution 
Administrators decisions issued. -..............---- 
mmecary’s decisions meta. es ee een 
Secretary’s referendum orders issued... ..............-.-.--------------- 


ital ethic itntietlneiiiaanttinmnmnteiitaiiiemmmentlemmemniccmmaaces 
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2. Marketing agreement and order programs in effect for fluid milk during fiscal 
year 1958 


Number | Producer 
Orders of pro- milk ! States of origin 
ducers | (1,000 lbs.) 


New England: 

Boston...........---------------------] 11,087 | 1,847,401 |] Maine, Massachusetts, New Hamp. 

shire, New York, Vermont. 

Fall River 301 88, 635 | Massachusetts, New Hampshire, New 

York, Rhode Island, Vermont. 

Merrimack Valley -.----- 156, 412 | Maine, Massachusetts, New Hamp. 

shire, Vermont. 

Springfield : 198, 578 | Connecticut, Massachusetts, New 

Hampshire, New York, Vermont, 

Worcester ne mained muaieggiena 144,719 | Massachusetts, New York, Vermont, 

Middle Atlantic: 
Philadelphia 1, 498, 947 | Delaware, Maryland, Pennsylvania, 
New York-New Jersey-_-_..-.---------- ; 9, 762, 053 | Connecticut, elaware, Maryland, 
New Jersey, New York, Pennsyl. 
vania, Vermont. 
South Atlantic: 
Appalachian. __- : ; 137, 115 | Kentucky, North Carolina, Tennessee, 
Virginia. 

IE nie apie ie ae 50,766 | Kentucky, Virginia, West Virginia, 

Co a ae ‘ : 70, 747 are, Pennsylvania, West Vir 

ginia, 

Southeastern Florida. __-_- eth 311, 127 | Florida. 

Tri-State area_.........___-- ; 230, 370 | Kentucky, Ohio, West Virginia. 

AS a 3 148,033 | Ohio, Pennsylvania, West Virginia. 

Wilmington. -._...._...-- saea 94,279 | Delaware, Maryland, Pennsylvania, 

East north central: 
Eastern gronp: 
Akron Stark County_......._._-- 371, 271 | Ohio. 
Cincinnati. Scie 3. | 445,108 | Indiana, Kentucky, Ohio. 
Cleveland _- = 3 é ; 1,144,658 | Indiana, Michigan, Ohio, Pennsyl- 
vania. 
Columbus Se ue saree 302, 748 | Ohio. 
Dayton-Springfield ___-......_.--- ; 369, 900 | Indiana, Ohio. 
Detroit Sia pe ae 1, 905, 492 | Michigan. 
Muskegon 97,930 | Michigan. 
North Central Ohio area... ._.__- ; 186, 200 | Indiana, Ohio. 
Toledo... __- Seascnccacwneted : 271,940 | Indiana, Michigan, Ohio. 
Upstate Michigan 89,220 | Michigan. 

Western group: : 
es eS 5, 021,001 | Illinois, Indiana, Michigan, Wisconsin. 
Fort Wayne 104,613 | Indiana, Ohio. 

Milwaukee : 557.329 | Wisconsin. 

Rockford- Freeport _. 54, 486 | Illinois. 

Sonth Bend-LaPorte 201.795 | Indiana, Michigan, Wisconsin. 
West north central: 

Northern group: 

I oo a a oe cma 39,316 | Sonth Dakota, Wyoming. 
Cedar Rapids-Iowa City_...____- 184,100 | Iowa, Minnesota. 

Dubuque 55,941 | Mlinois, lowa, Wisconsin. 
Duluth-Superior ; 171, 676 | Minnes»ta, Wisconsin. 
Eastern South Dakota = 26, 593 | North Dakota, South Dakota. 
Minneapolis-St. Paul.________. 844, 246 | Minnesota, Wisconsin. 

North Central Iowa 143, 982 | Iowa, Minnes»ta. 
Omaha-Lincoln-C.B 286, 059 | Iowa, Nebraska. 

Platte Valley 76, 942 | Kansas, Nebraska. 

Quad Cities__- 207, 374 | Illinois, lowa, Wiseonsin. 
Sioux City. 67, 481 | Iowa, Nebraska, South Dakota. 
Sioux Falis-Mitchell 81, 368 | Iowa, Minzesota, South Dakota. 

Southern group: 

Kansas City 570, 422 | Iowa, Kansas, Missouri. 
Neosho Valley. . 109, 867 Arkonens, Kansas, Missouri, Okls 
oma. 
NE Bt ee ot re 193, 594 | Arkansas, Missouri. 
ree es 659,725 | Arkansas, Illinois, Kentucky, Mis 
souri. 
Southwest Kansas 54,844 | Colorado, Kansas, Oklahoma. 
178, 843 | Kansas, Oklahoma. 
Fast south certral: 

Central Mississippi r 170, 318 | Mississippi. 

Chattanooga 141, 481 | Alabama, Georgia, Tennessee. 

Knoxville x 172, 989 | Tennessee. 

Louisville R 368,893 | Indiana, Kentucky. 

186,977 | Arkansas, Kentucky, Mississippi, Te 


nessee. 
Nashville 234,728 | Kentucky, Tennessee. 
Paducah 48, 354 | Illinois, Kentucky, Tennessee. 


See footnote on p. 1413. 
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9. Marketing agreement and order programs in effect for fluid milk during fiscal 
year 1958—Continued 


Number | Producer 
Orders of pro- n ilk! States of origin 
ducers | (1,000 lbs.) 


LD 


West South Central: 
Northern group: 
Central Arkansas 167, 389 |. Arkansas, Mississippi, Missouri, Okla 
homa, Tennessee. 
Fort Smith 42,502.| Arkansas, Okla. 
Oklahoma metropolitan area 440, 757 —_ Kansas, Missouri, Okla- 
oma, 
Texas Panhandle 122, 802 | New Mexico, Oklahoma, Texas. 
Southern group: 
132, 617 | Texas. 


Central west Texas............... 158, 106 | New Mexico, Texas. 
Corpus Christi area 136, 061 | Texas. 
New Orleans 321, 504 | Louisiana, Mississippi. 
North Texas 822, 745 | Arkansas, Missouri, Oklahoma, Texas. 
San Antonio 194, 873 | Texas. 
Shreveport 113, 812 | Arkansas, Louisiana, Texas. 
Mountain: Central Arizona 357,369 | Arizona, California. 
Pacific: 
Inland Empire 160, 058 | Idaho, Montana, Washington. 
Puget Sound 963, 249 | Washington.§ 


Total (68 markets) 


! Estimated farm value $1,504,485,000. 


-ennsy!- 
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3. Fruit and vegetable marketing agreement and order programs in effect during 
fiscal year 1958 


Estimated Estimated 
Orders in effect number of | farm values 
commercial ($1,000) 
producers 





Citrus fruits: 
California-Arizona navels miscellaneous oranges. ....-.-.--.-.----------- 6, 700 
California-Arizona valencia oranges. 
California-Arizona desert grapefruit 
California-Arizona lemons... --.--- 
Florida oranges ! 

Florida grapefruit ! 
Florida tangerines ! 
Florida limes______- 
Deciduous fruits: 
Florida avocados ee oe 
California Tokay erase. : 
Colorado peaches._..........- 
Georgia peaches 
Utah peaches 
California Bartlett pears ! 
California plums! 
California Elberta peaches 1 
Californis nectarines. _- 
Oregon-Washington-California winter pears 
TEE EE LEER LEO EE ONES TEE 
Washington sweet cherries. 
Dried fruits: 
California dates 
California figs... 
California dried prunes 
California raisins _ - 
Vegetables: 
Oncumbers, Florida-_.- 
Peas and cauliflow er, Colorado... 
Onions, Idaho-east Oregon 
Tomatoes, Florida__. 
Potat: es: 
Idaho-east Oregon_ 
Colorado. _-_- 
Oregon-California 
Maine... 
Red River Valley : 
Virginia-North Carolina. ii 
Eastern South Dakota. ..................- 
Washington__- a ee ead 
New England except Maine----.....------ 
Nuts: 
California almonds - - 
Oregon- Washington filberts 
West coast walnuts__ 


_ 
rs 
ss 


oe Rion Bo 
SEesSssezszRez2ssF 


s tt DO NNO Se 
38 S8e3S3sSs5 





Total, 36 orders 





! One order each respectively. 
USE OF SECTION 32 FUNDS IN RECENT YEARS 


Mr. Wurrren. I would also like to have information in the record 
as to purchases you have made from this fund in the past year as well 
as all moneys you have spent from the fund. 

Frequently these funds are used as a subsidy to help with exports, 
and we would like that whole story. 

I think it might be well for the record to show your activities 
with this fund in the last several years, whatever is appropriate. 

Mr. Lennartson. About 8 years? 

Mr. Wuirren. That would be adequate. 

(The information follows :) 
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Mr. Wuirren. I would also like the record to show how much you 
expect to return to the Treasury in 1959 and 1960 that would be 
unused. 

Mr. Lennartson. All right. 

(The information requested follows :) 


The unused balance estimated to be returned to the Treasury at vane 30, 1959, 
is $43,657,248 and at June 30, 1960, is $88,607,000 


Mr. Wuirren. Are there any ‘ietions: gentlemen ¢ 

(No response. ) 

I wish to thank each of you again for your appearance here, and | 
assure you it is a pleasure to work with you at all times. 

Mr. Mixer. Thank you, sir. It is always a real pleasure to come 
before you gentlemen. 

(The following information was requested on p. 1311:) 


CONSUMER MARKET SURVEYS 
WHAT IT IS 


Consumer research is part of the general agricultural research program, re 
search believed to be conducive to greater efficiency in marketing of agricul- 
tural products. From the farmer’s standpoint the goal of production is market- 
ing. This part of the marketing research program provides a line of communica- 
tion from the consumer back.to the producer. It enables him to market products 
in the quantity and form that will meet with greater consumer acceptance and 
satisfaction and thereby assure better markets and returns for his products. 


WHY IT I8 DONE 


The agricultural economy has grown so large and so complex that it is almost 
impossible to make important decisions out of personal judgment alone. The 
consumer no longer meets the producer in the marketplace to accept or reject 
products and to discuss satisfaction or complaints, and the gaps between con- 
sumer and producer continue to widen. In the retail store, the final distribution 
point, there is an increasing impersonality. The growth of large self-service 
stores with the trend toward prepackaging, now provides a situation in which a 
consumer can select a week’s supply of food and never speak to a clerk—either 
to express pleasure or to complain about available merchandise. This trend 
toward self-service is also appearing in the textile field, particularly in clothing. 
Even in stores where salespersons are present, the retail clerks are often in- 
effective in communicating information either to customers or from customers 
back to management. 

Research will never take the place of good judgment and imagination, but the 
successful farmers and executives today do not and cannot depend exclusively 
on intuitive judgment. They base their decisions on facts. 

With the right kind of information they can reduce the risks involved in any 
venture by reducing the number of factors that have to be resolved on the basis 
of their own personal impressions. Relevant information can be placed at their 
fingertips by this research. 

For management’s purposes research on consumer wants is the means for 
finding out who, what, where, and how to sell. It’s an orderly systematic 
approach toward the acquisition of factual answers to these questions. Market 
analysis bears the same relationship to sales operations as engineering study 
bears to manufacturing operations. 

The essentiality of this information is recognized by a variety of producer 
organizations such as cotton, wool, citrus, dairy, fruit, vegetable, poultry, ee. 
and grain organizations that specifically request the research. 
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WHAT IT CAN TELL 


To market efficiently, we need to know what we are selling and why we sell 
it, and negatively, why we fail to reach certain markets. We need to know 
the relationship of our sales to those of our competitors; sometimes the rela- 
tionship of one agricultural product to another; sometimes the relationship 
of an agricultural product to a nonagricultural rroduct. We need to know what 
it takes to launch a new product; what mvst be done in advance to assure 
reasonable success. In our large-scale operation, one that involves a $50 billion 
marketing structure, mistakes cost too much and may have far-reaching effects 
throughout the structure. 

From consumer research we can tell who customers are, their age, income, 
family size, where they live. It can give the same information about the people 
who are not customers and can probe to discover why they do not buy the 
product, whether they buy competitive products, or whether they are a hard 
cre of nonusers. These studies show what are the product’s advantages and 
disadvantages, from the consumers’ viewpoint. 

Those who market particular commodities are often so close to their products 
it is difficult for them to have an objective or detached view of the market 
situation. They tend to overestimate consumers’ knowledge and interest in 
their commodity. They may also become so engrossed with immediate manage- 
ment decisions that they overlook emerging difficulties in parts of the market 
further removed from their operations. 

This information is used by commodity groups to set up consumer education 
programs, make improvements in packaging, change distribution, establish ad- 
vertising themes, measure effectiveness of promotion, estimate market potential 
for new products, and to ascertain consumer ability to discriminate quality 
differences. 

WHEN PROGRAM STARTED 


The first of the consumer preference studies initiated pursuant to the Re- 
search and Marketing Act of 1946 was published in December 1947. The par- 
ticular study was undertaken because the Cotton Subcommittee of the House 
Committee on Agriculture had been investigating problems affecting cotton and 
suggesting solutions to them. ‘The investigation resulted in the establishment 
of nine active projects dealing with agricultural economic problems of the Cot- 
ton Belt. One of the nine was a project to examine the competitive position of 
cotton by major end uses. Members of this particular project committee urged 
the Bureau of Agricultural Economies to proceed with a survey to ascertain 
consumer preferences with respect to selected textile products. After consulta- 
tion with producer representatives, the first study was directed to fiber compe- 
tition in women’s clothing. 

As part of the Department’s long-term responsibility for bringing supply and 
demand into balance, a number of consumer studies have been undertaken. The 
first one on food pertained to potatoes in 1947. Wartime legislation had given 
farmers economic incentives for a higher production and was partly responsible 
for a recordbreaking potato crop at that time. Subsequently, consumer studies 
were extended to a wide range of other agricultural products as surpluses were 
experienced or anticipated. : 

Important adjuncts to the household survey approach to the acquisition of 
this market information have been introduced. The first of these, involving the 
study of institutional consumers of potatoes, such as hotel and restaurant users, 
was conducted in 1948 to supplement the information obtained from housewives. 

The second of these involved the study of consumer ability to discriminate 
between different types and qualities of products. For this type of study, 
reliance is placed upon taste panels to obtain information essential to the 
preparation of a practical questionnaire for a consumer survey. The first of 
these, started in 1949, dealt with orange and grapefruit juices, blends of which 
had been developed by industry as a means of expanding the market for citrus. 
The industry needed guidance on how consumers would react to different types 
of blends. The first step was to determine the ranges within which consumers 
could distinguish between blends to provide clues regarding the effect varia- 
tions in proportions of orange and grapefruit juices had on consumer accept- 
ance. To conduct the experiment, the Florida Canners Association furnished the 
fruit for juicing and the cans. The Florida Agricultural Experiment Station 
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did the actual processing, and the Florida Citrus Commission financed the ppr. 
chase of special equipment used to process the three experimental juices. This 
pattern of cooperation has been characteristic of such studies. 

The third adjunct to household surveys was introduced in 1950 to obtain 
information from industrial buyers who, in effect, made the decisions regarding 
use of agricultural products in consumer end products. This particular study 
involving the manufacturers of passenger cars was undertaken to discover what 
characteristics manufacturers wanted in fabrics used in car interiors, what 
materials they were using, what changes were taking place in the use of tex. 
tiles, and who within the company was responsible for making decisions abont 
textiles. The study was one of a fundamental series of paramount interest to 
cotton and wool producers because of the increasing competition . from 
synthetics. 

HOW IT IS DONE 


Most of the consumer studies are undertaken because of interest expressed 
by producer groups. During planning stages discussions are held with producer 
groups, processors, manufacturers, distributors, and commodity specialists in 
the USDA and other agencies, to establish the objectives and specifications of 
the study. Depending on the problem, these studies cover households, instity- 
tions, or manufacturers. 

The basic technique used is that of collecting data by means of personal inter. 
views conducted by trained interviewers on carefully selected samples of vari- 
ous statistical universes. Thus, one universe may be all homemakers in the 
United States, another may be teenage children, and still another might be 
such consumers at an industrial level (manufacturers of cars regarding use of 
cotton and wool in interior trim, industrial feeders regarding use of food, shoe 
manufacturers regarding use of cotton). 

Carefully constructed questionnaires are built around the particular research 
to be done. These questionnaires are pretested and revised until it is known 
that the questions will elicit the kind of information necessary to meet the 
objectives of the study. The questionnaire, instructions, and sampling informa- 
tion are then given to the interviewers who proceed to interview respondents 
at the predesignated addresses in a scientifically designed sample. The inter- 
views are coded by a staff of trained coders, data are punched on cards and 
machine tabulations are run. Analysis of data is done in form for publication 
and general distribution. 

Three main types of studies are conducted : 

(1) Studies of household or institutional consumers. 

Studies of consumers living in households may involve the homemaker, certain 
age groups of men or women, or mothers of children of specified ages. They may 
treat the household itself as the consuming unit or may involve individuals as 
these units, depending upon the objectives of the study. Institutional consumers 
may represent the total universe or a selected subgroup. 

Because both household and institutional consumers do not consume many 
kinds of agricultural products in the form in which they leave the grower, the 
studies are usually concerned with various end products of particular commod- 
ities and therefore are of interest to the whole economic chain from producer 
through processors, manufacturers at many levels, distributors, wholesalers, and 
retailers to the final consumer. 

(2) Discrimination and preference-rating studies. 

These studies are designed to measure the ability of consumers to distinguish 
among different qualities of a product or other aspects of product differentiation, 
the importance of preference and attitudes in influencing buying practices, and 
the relative strength of preferences for different products or forms of products. 
Canned orange juices which vary in Brix and Brix-acid ratio are a case in point 
where the problem is to find which combinations of these two factors can be 
discriminated by ordinary consumers and then to develop scales of relative 
preference and acceptance for those which do turn out to be discriminable. Such 
measurements have wide application to problems of grades and standards as well 
as in product development and improvement work and the study of market pref- 
erence and acceptance. 

(3) Industrial market studies. 
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Industrial consumers and manufacturers usually deal with agricultural com- 
modities in a different form than that in which they reach household or institu- 
tional consumers. They may use the raw product as it comes directly from the 
grower, receive it at some intermediate state in its processing, or may fabricate 
fnished end-product forms of a commodity into new items. The industrial 
warket studies may deal with all the firms engaged in a particular manufacture 
when this number is small or rely on scientific sampling if the industry is dis- 
tributed among many firms. For any given industry the studies provide infor- 
mation concerning present practices and usages regarding the commodity being 
investigated, amounts consumed, opinions about the shortcomings of the com- 
nodity, and characteristics which are desired, estimates of trends in consump- 
tion and practices, future expectations, relative preferences regarding the 
commodity, its different forms and its competitors, reasons for likes or dislikes 
and intensity with which these attitudes are held. In appropriate instances the 
studies also provide an analysis of the motivating factors involving the use or 
nonuse of particular products. In conducting these studies the appropriate 
executives Who are concerned with making decisions about the commodity in 
various firms are interviewed. 


WHO REQUESTS THIS RESEARCH 


The majority of requests for particular projects originate from producer groups 
and from industry representatives on the RMA committees. Some originate from 
other agencies within USDA. The following organizations have asked that this 
research be undertaken or have contributed significantly to the research during 
thepast few years: 

Producer and industry requests: 
National Cotton Council of America 
The Wool Bureau, Ine. 
Carpet Institute 
National Federation of Textiles 
American Cotton Manufacturing Institute 
National Knittcd Outerwear Association 
National Canners Association 
Southeastern Peanut Association 
Gold Kist Pecan Growers 
Oregon Filbert Commission 
California Walnut Growers Association 
American Sheep Producers Council 
Producers Livestock Association 
Florida Citrus Commission 
Sunkist Growers, Ince. 
Pure Gold, Ine. 
Calavo Growers of California 
California Raisin Advisory Board 
Date Administrative Committee 
Florida Avocado and Lime Commission 
California Rice Export Corporation 
American Dairy Association 
Mid-South Milk Producers Association 
Maine Potato Commission 
Eatmor Cranberries, Inc. 
National Red Cherry Institute 
Cherry Growers, Inc. 
taking Industry Research Advisory Council 
American Institute of Baking 
National Broiler Council 
Poultry and Egg National Board 
Institute of American Poultry Industries 
California Grape and Tree Fruit League 
Kequests from within the USDA: 
Food Distribution Division, AMS 
Poultry Division, AMS 
Fruit and Vegetable Division, AMS 
Utilization Research and Development Division, ARS 
Farmers Cooperative Service 
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EXAMPLES OF USES MADE OF DATA 


Hach year the National Cotton Council of America bases a major portion of 
its promotion program for consumers and retailers on these research results 
They use these reports as standard examples in their market development 
program of Cotton Council International. As a result of their disseminatig, 
of abstracts of these reports, requests are received from all over the worl. 
Japan has translated at least two of the reports. Actual application is diffiey} 
to trace in some countries, but requests come from producers, mills, and the 
governments themselves. 

The Florida Citrus Commission uses the results to encourage canners ty 
improve quality and to produce products with high consumer acceptance, |p 
the case of grapefruit segments it gave them a measure of market potentia) 
for a new product. 

Texas growers were able to foresee a market for a new variety of cantaloups, 
and growers and processors will be able to evaluate the economic returns for 
growers and processors of the new canned pulp-fortified grapefruit juice. 

The Wool Bureau uses these findings to evaluate wool’s position in certajp 
segments of the clothing industry and to encourage private industry to improve 
wool’s attributes so that it can more successfully compete with synthetics, 


Estimated obligations and staff for household consumer research ! 


Fiscal year 


1958 | 1959 


Estimated obligations: 
$131, 000 2 $139, 000 2 $140, On 
Contract aaa SS eset Seca | 95, 000 117, 700 115, 00 
26, 000 | 256, 700 255, 001 


Staff (man-years): 
Washington-profession 11. - - . 
Washingto.-cleric 1, administra‘ive__-_- 


1 Includes estimates for executive direction and other administrative costs at agency level. 
2 Includes anticipated funds to cover increased pav costs. 
3 Enumerators and other temporary employment for survey interviews 


HOUSEHOLD CONSUMER RESEARCH PROJECTS, FISCAL YEARS 1958, 1959, 1960 


Projects completed : 
Potato flakes, a new form of dehydrated mashed potatoes, market position and 
consumer acceptance in Binghamton, Endicott, and Johnson City, N.Y. 
Homemakers’ use of and opinions about peanuts and tree nuts 
Homemakers appraise citrus products, avocados, dates, and raisins 
Men’s preferences for cotton, wool, and other fibers in selected clothing items 
Consumer preferences, usages, and buying practices for poultry and poultry 
products 
Canned cooked rice, the market potential for a new food product 
Consumers appraise canned and frozen foods, their packages and labels 
Atlanta, Kansas City, and San Francisco 
Homemakers appraise cotton, wool, and other fibers in household furnishins 
Consumer preferences for frozen peas in relation to standards for grades 
Results of a promotional campaign for lamb in Sacramento, Calif. 
Promotion of lamb, results of a campaign in Cleveland, Ohio 
A consumer appraisal of imported wool fabric in clothing : 
Consumer ratings of superconcentrated applejuice and two commercial jut 
(a preliminary release presented in a speech) 

Des Moines homemakers’ use of and opinions about cultured sour cream (a) 
liminary release presented in a speech) = 
Mothers discuss cotton and other fibers in children’s clothing (a preliminiy 

summary report). 





tion of 
esults 
pment 
ination 
world. 
lifficult 
nd the 


1eTs to 
ce, In 
tential 


aloups, 
rns for 


, 
certain 
mprove 


ng items 
| poultry 
labels it 


rnishings 
Jes 


ial juices 
m (a pre 


eliminary 


Projects in process : 


Consumers’ attitudes toward milk vending machines in industrial plants 

An appraisal of the market possibilities for cultured sour cream 

Mothers’ fiber preferences among selected items of children’s clothing 

Consumer discrimination and preferences for grapefruit juice sweetened with 
sugar and with artificial sweeteners 

Astudy of homemakers’ use of and opinions about eggs 

Consumer preference for superconcentrated applejuice 

Women’s attitudes toward cotton and competitive fibers in selected items of 
clothing 

Consumer acceptance of Rio Gold cantaloup 

Children’s food habits and the school lunch program 

Consumer acceptance Of canned pulp-fortified red grapefruit juice. 


CURRENT NEED AND PENDING REQUESTS 


This work is growing in importance because of two very important forces: 
(1) producers of agricultural products are faced with the growing complexity 
of the marketing structure, and (2) technological developments present a 
constant change in processes and increase in production. 

Producers and consumers are more and more isolated from each other and 
the delay required for knowledge of market problems to filter back through 
channels increases the costly nature of mistakes. 

Requests are made for these studies to produce reasonably quick indication 
of trouble spots, to report the reasons for the problems, and to suggest specifie 
areas Which can be treated by promotion or product improvement. 

The scope of most of these projects is beyond the means of most producer 
associations. The acceptance of the findings of these studies by both producers 
and industry, and their conviction of the unbiased nature of the work, puts this 
program into a class which cannot be achieved by individual industry groups. 

At present there is a tremendous backlog of requested research. Although 
it is clearly impossible to undertake all of these requests in any one fiscal year 
with present staff and estimated funds, they are listed below to provide an 
indication of producer and industry interest and support. 

Consumer use of and opinions about nonfat dry milk solids (national and 
regional data). Requested by dairy producers, distributors, manufacturers. 

Survey of factors associated with consumer acceptance of fresh citrus prod- 
ucts, with special emphasis on quality factors preferred and attitudes toward 
natural versus artificially colored skin. Requested by growers and shippers. 

Survey of consumer awareness of quality differences in fruits harvested at 
different points of maturity as an indication of when to bring fruits to market. 
Requested by grower groups representing grapes, apricots, cherries, pears, nec- 
tarines, peaches. 

Survey of consumer preferences for certain small volume fruits. Requested 
by grower groups representing apples, plums, nectarines, canned plums, dried 
prunes, and prune juice and other dried fruits. 

Consumer use of and preferences for fresh and processed potatoes. Requested 
by potato growers associations. 

Consumer use of and preferences for rice and rice products. Requested by 
growers and processors. 

Consumer ability to discriminate certain quality variations in poultry and 
eggs, and their preferences for certain characteristics. Requested by RMA com- 
littee, growers, commodity specialists in USDA. 

Consumer preferences for and purchases of cotton garments in a selected town 
{an experiment to evaluate the effect of promotion and merchandising prac- 
tices). Requested by cotton producers. 

Continuing report of consumer inventories and purchases of textile products 
a a guide to understanding changing markets. Requested by cotton and wool 
Stowers, cotton manufacturers, RMA committee. 

Study of consumer reaction to “easy-care” cotton fabrics. Requested by cotton 
srowers, and RMA committee. 

Appraisal of the competitive position of natural fibers in teenagers’ clothing. 
Requested by cotton growers, RMA committee, clothing manufacturers. 
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Consumer opinions about certain new products or processes developed in the 
USDA laboratories (dehydrated sweet potatoes, fruit and vegetable powders, 
vegetable chips, ruby red grapefruit juice, dehydrofrozen peas). Requested by 
utilization research laboratories, Agricultural Research Service, USDA, 

Survey of consumer preferences for leather tanned by different methods ang 
the competitive position of leather and leather substitutes in consumer goods, 
Requested by utilization research laboratories and representatives of the t tanning 
industry. 

Reasons for consumer acceptance or rejection of vegetables in various forms 
(fresh, frozen, canned, dried). Suggested by RMA committee. 


REPORTS ON HOUSEHOLD CONSUMER SURVEYS 


Following are brief summaries of individual reports published in fiscal year 
1958 and expected to be published in 1959 and 1960. ‘These reports are listed 
under the year of publication rather than under the years in which the survey 
work was performed. Each summary indicates the estimated obligation for 
the life of the project rather than the obligation in the year of publication. 

The title and number of the published report is indicated at the end of each 
summary. 

In most instances the questionnaires are included at the back of the published 
report or the questions appear as table headings of the published report. 


HOUSEHOLD CONSUMER REPORTS PUBLISHED IN FISCAL YEAR 1958 


Consumer acceptance of potato flakes 

1. Objective—Market test a newly developed dehydrated potato product— 
potato flakes—as to its consumer acceptance and market potential. 

2. Coverage.—Local, Binghamton, Endicott, and Johnson City, N.Y. 

8. Research requested by.—Maine State Experiment Station; Maine Potato 
Commission; Eastern Utilization Research Branch, ARS, USDA. 

4. Estimated obligations.—$10,000. 

5. Findings—The research indicates that this new product has considerable 
appeal and could be successfully marketed if proper promotional and mer- 
chandising efforts are employed. The test was deemed successful since half of 
the homemakers in the test area were aware of the product’s existence, 14 per- 
cent of all households bought the product, almost two-thirds of the buyers made 
repeat purchases, and almost all users indicated they would buy it if it were 
commercially available. 

6. Application.—As a result of this research, eight companies are now produc 
ing flakes for commercial sale. Two companies are distributing on a national 
scale; the remaining companies are local. In all, these producers expect to 
utilize some 6 million bushels in 1959, which is additional use; prior to the de 
velopment of potato flakes, a total of only 6% million bushels of potatoes went 
into all dehydrated forms; thus the importance of this research in assisting 
in curtailing surpluses is obvious. Another advantage is that the flake process 
can be used with many varieties of potatoes—seven or 8 varieties are currently 
being used. 

The importance of this research was also recognized in another way, namely, 
an award from the Washington chapter of the American Marketing Association 
for outstanding contribution to the field of agricultural research. 

7. Report.—Potato Flakes: A New Form of Dehydrated Mashed Potatoes, 
MRR No. 186. 


Consumer use of and opinions on citrus products, avocados, dates, and raisins 


1. Objective.—To determine consumer use of and opinions on individual citrus 
products and on avocados, dates, and raisins in order to determine how and f0 
what extent consumers are reacting to and accepting the various forms iD 
which they are marketed, what consumers regard as distinguishable quality 
features, and evaluation of desirable and undesirable characteristics of these 
fruits. 

2. Coverage.—National sample of homemakers. 

3. Research requested by.—Calavo Growers of California, Inec., California 
Raisin Advisory Board, Date Administrative Committee, Florida Citrus Com 
mission, Florida Lime and Avocado Commission, and Sunkist Growers, Inc. 
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4, Estimated obligations.—$70,000 (includes $57,500 contract). 

5. Findings.—Oranges were the most popular fruit with American housewives; 
most households used a variety of citrus products in the course of a year; 
health and taste factors, along with convenience (for the processed) were high- 
ranking reasons for use. 

Unfamiliarity with the fruit itself or with ways of preparing it, along with 
impressions Of cost, availability, and caloric content appeared to be major 
deterrents to wider use of avocados. Raisins were used widely, frequently, and 
year-round, appealing to all segments of the population but particularly to 
homes with children. Dates, on the other hand, though used by a majority 
of families, were used infrequently and seasonally. The origin of dates (whether 
foreign or domestic) and their color appeared to be of little interest to many 
American homemakers, but the great majority did indicate a preference for 
pitted dates. 

6. Application—Members of the citrus industry indicated their feeling that 
this was an outstanding piece of research from which the industry would profit ; 
the date industry reprinted 4,000 copies of pertinent data to be used in stimu- 
lating sales; in addition to many requests by other industry groups for large 
numbers of copies for wide distribution, the Raisin Advisory Board asked for 
200 to be “used by the research committee, the advertising committee and our 
packers for additional research, formulation of advertising and promotional 
plans and evaluation of sales and distribution.” More specifically, the results 
of the study have been used to develop promotion themes, point of purchase 
material and related sales aids. 

7. Report ‘Homemakers Appraise Citrus Products, Avocados, Dates, and 
Raisins,” MRR 248; AMS 207 (preliminary). 


Men’s fiber preferences among selected clothing items 


1. Objective-—To assess the position of cotton and competitive fibers in se 
lected items of men’s clothing by examining how and to what extent consumers 
are reacting to and accepting new fibers and blends in place of cotton. 

2. Coverage.—National probability sample of men 16 years of age and over. 

3. Research requested by.—National Cotton Council, the Wool Bureau, Ince. 

4. Estimated obligations.—$90,000 (includes $78,575 contract). 

5. Findings.—The study reveals more informality in dress than has in the 
past been associated with the American male. This pattern, although strongest 
among young men, reached into all age groups and aii levels of society. 

Items covered in the study included dress shirts, sport shirts, summer slacks, 
summer suits, summer and other sport coats, socks, robes, pajamas, swim trunks, 
and Bermuda shorts. 

Cotton, traditional for some items but relatively new for others, is the out- 
standing fabric for all the garments discussed except sport jackets and summer 
suits. Even these garments are sufficiently acceptable in cotton to be owned by 
at least 14 percent of the male population. Wool is the highest ranking fiber in 
terms of ownership, preference and recent purchase for summer suits and sport 
jackets. Ownership of synthetic fibers varies widely by type of garment, but 
none of the synthetics has yet come close in ownership to cotton or wool for the 
garments studied. 

About one-third to one-half of the men owning any one of the major items of 
clothing had shopped for and purchased such an item within the last year, with 
sport shirts and summer slacks leading the list. Fabric was not reported to be 
a prime consideration at the time of purchase. Color is the outstanding con- 
sideration, followed by style. 

6. Application—The cotton industry, spearheaded by the National Cotton 
Council of America, has conducted a national advertising and promotional cam- 
palgn based upon the results of the study; numerous requests have been re- 
ceived from retailers and manufacturers of the items studied who have expressed 
their interest in receiving the results to assist them in improving their products. 
The usefulness of the data to the cotton industry is best expressed in the 
following quote from a letter received from the National Cotton Council: 
“The findings contained (in the study) represent a major contribution to our 
industry’s market investigations and to our promotion programs.” 

As with all textile studies, the results are also used by Department textile 
experts to develop improved fabrics and finishes as desired by consumers. 

7. Report.—Men’s Preferences for Cotton, Wool and Other Fibers in Selected 
Clothing Items,” MRR No. 244; AMS 181 (preliminary). 
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Consumer preferences, usages, and buying practices for poultry and poultry 
products 

1. Objective—tIn recent years, rapidly increasing production and declining 
farm prices have been the general trend in the broiler industry. This study wag 
planned to provide data which would help evaluate the potential market for 
broilers and promote increased consumption at the household level. It meas. 
ured the extent to which broilers and other poultry meat are used in private 
households, the factors that influence utilization, attitudes and opinions aggo. 
ciated with use or nonuse, and the relationship between these data and factors 
such as family income, age of homemaker, regional location, and so forth. 

2. Coverage—A nationwide probability sample of homemakers was inter. 
viewed. The sample was designed to permit crossbreaks by region and com. 
munity size. 

3. Research requested by.—National Broiler Council, Institute of Americay 
Poultry Industries, and the Poultry and Egg National Board. 

4. Estimated obligation —$85,000 (includes $68,400 contract). 

5. Findings.—It was found that over 9 homemakers in 10 had served broiler. 
fryers during the preceding year. Although the reasons most frequently given 
by homemakers for using broiler-fryers are related to taste and preference, the 
ideas that they are economical and quick or easy to prepare also play an im 
portant part. 

About half the users estimated their families were eating this type of chicken 
once a week or more; among those who served broiler-fryers less frequently, a 
major deterrent to increased use seems to be homemakers’ feeling that serving 
them more often would lead the family to tire of chicken. This feeling is 
probably related to the limited variety of things many homemakers make with 
this type of chicken. 

Few homemakers had complaints about the sizes of broiler-fryers available, 
or the way chickens are cut up, but one in five felt that broilers and fryers are not 
always cleaned as well as they should be; pinfeathers were the major source of 
displeasure. A supposed lack of keeping qualities may limit use of broiler 
fryers among some homemakers. More than half the housewives felt that fresh 
chicken should be kept no more than 1 or 2 days. 

About one-third of the respondents who purchased parts during the year 
had bought some that were frozen; only about one-fifth of those who had bought 
whole broiler-fryers cut up had purchased any that were frozen. An important 
factor in frozen chicken’s relative unpopularity is the impression on the part 
of many homemakers that freezing destroys flavor. 

6. Application.—The National Broiler Council has been the major user of the 
results of this study. They have relied heavily on these data in planning future 
activities, including their promotional campaigns. Other groups or organiza- 
tions whose activities are influenced, directly or indirectly, by consumer reaction 
to poultry products have also made use of the data. These include organiza- 
tions concerned with consumer education programs, companies which produce 
feed or retail packaging materials for the poultry industry, and turkey producers 
interested in increasing year-round consumption through marketing of parts of 
turkeys rather than the whole bird. 

7. Report—Consumer Preferences, Usages, and Buying Practices for Poultry 
and Poultry Products, MRR 252: AMS 159. (Preliminary.) 


Consumers’ use of and preferences for peanuts and tree nuts 

1. Objective—In general, consumption of peanuts and domestic tree nuts has 
not kept pace with production. This survey provided data on the extent to which 
the various peanut and tree nut products are used in private households, and 
the attitudes, opinions, and other factors which influence the utilization of these 
products, to aid industry in planning promotion or product improvement 
programs. 

2. Coverage.—The study was conducted among a cross section sample of all 
households in the United States. 

8. Research requested by—National Peanut Council, Southeastern Peanut 
Association, Gold Kist Pecan Growers, Oregon Filbert Commission, California 
Walnut Growers Association. 

4. Estimated obligations —$70,000 (includes $58,000—contract). 

5. Findings—It was found that during the year preceding the survey mort 
than 8 homemakers in 10 had used one or more of the tree nuts studied (al: 
monds, English walnuts, black walnuts, pecans, filberts, cashews, and mi 
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guts), and about three-fourths had used either salted or roasted peanuts. Older 
homemakers, those with no children at home, and those in lower income brackets 
were the least likely to use peanuts or tree nuts. The most important reasons 
for nonuse involved personal health problems, although not liking nuts was also 
mentioned frequently. 

Almost all users had served nuts as snacks, and three-fourths had used some 
kind of nut in baking. Fewer than half, however, put nuts in homemade candy, 
in salads, or toppings, and only about one in five had used them in other cook- 
ing. Doubts about the healthfulness of eating nuts did not seem to be a deter- 
rent to greater use—fewer than 1 in 10 thought nuts definitely not healthful. 

Nine out of ten users of peanuts or tree nuts were satisfied with the quality 
and freshness of the nuts, and availability of peanuts or tree nuts was not a 
problem for most homemakers. 

6. Application.—Producer organizations and their representatives have used 
these results in planning promotion campaigns aimed at increasing consumption. 
The study has also been used by at least one large food company in planning 
marketing of products such as peanut butter. 

1, Report ‘Homemakers’ Uses of and Opinions About Peanuts and Tree 
Nuts,’ MRR No. 203. 


HOUSEHOLD CONSUMER REPORTS PUBLISHED IN FISCAL YEAR 1959 


Consumers’ use of and preferences for selected cuts of lamb 


1. Objective—Measure the short run effectiveness of merchandising and 
advertising programs sponsored by the American Sheep Producers Council, Inc., 
onthe sale of and consumer demand for lamb and mutton at retail. 

2. Coverage.—Local, Sacramento, Calif., and Cleveland, Ohio. 

3. Research requested by.—American Sheep Producers’ Council, Inc. 

4. Estimated obligations.—$32,000. 

5. Findings Household surveys made before and after the promotional 
campaign revealed consumers’ attitudes toward lamb, their use patterns and 
their awareness of the campaign. Specifically, nearly two-thirds of the house- 
holders in Sacramento were found to be lamb users and about one-half recalled 
the promotion. In Cleveland, one-half of the homemakers were lamb users 
and one-fourth were aware of promotion. 

6. Application.—The prepromotion findings were utilized in the preparation and 
effective utilization of the promotional materials by the American Sheep Pro- 
ducers Council, Inc. Postpromotion findings were used as one means of evaluat- 
ing the effectiveness of the campaign and as a guide in planning future promo- 
tional undertakings, particularly so for those campaigns conducted with funds 
obtained under the terms of the National Wool Act of 1954. Because of the 
importance of the whole area of promotional evaluation, this study also served 
as a methodological introduction to the problem area from the point of view of 
agricultural marketing. 

1. Report.—‘Results of a Promotional Campaign for Lamb in Sacramento, 
Calif,” MRR No. 200, fiscal year 1958. “Promotion of Lamb—Results of a 
Campaign in Cleveland, Ohio,” MRR No. 292, fiscal year 1959. 


Aconsumer appraisal of imported wool fabric 


1. Objective—Provide information about consumer’s evaluation of the char- 
acteristics of imported as compared with domestic wool fabrics in women’s 
apparel as well as extent of use of imported wool and a description of users. 

2. Coverage.—Local, York, Pa. 

3. Research requested by.—American Sheep Producers Council, Inc., and the 
Wool bureau, Inc. 

4. Hstimated obligations.—$1,500. 

5. Findings.—Only about one-third of the homemakers had worn imported 
wool fabrics. Those in the upper income groups, those with more education and 
those whose husbands were in managerial, professional or sales occupations 
Were more likely to have owned and worn clothes made from imported wool 
fabrics than other women. 

On the question of specific characteristics, imported wools scored most heavily 
for their durability, warmth and the way they feel. Domestic wool fabrics were 
preferred from the point of view of price. 
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6. Application.—The results serve as an initial probe into the subject of im. 
ported versus domestic wool fabrics; they provide an indication of the appeals of 
imported versus domestic wool fabrics. Although limited in scope, this research 
still provides the domestic woolen textile industry with information for their 
use in developing educational and promotional materials designed to show the 
virtues of the domestic product and thus increase sales of domestic woolen 
fabrics. 

7. Report—‘A Consumer Appraisal of Imported Wool Fabrics in Clothing” 
AMS No. 300. 


Consumers’ attitudes and opinions toward packaging and labeling of foods 


1. Objective—To determine consumer reactions toward existing package 
sizes for frozen and canned foods, uses and opinions about labeling, and overall 
reactions toward the packaging of frozen and canned foods. 

2. Coverage.—Local—Atlanta, Ga.; Kansas City, Mo.; and San Francisco, 
Calif. 

3. Research requested by.—National Canners Association, National Association 
of Frozen Food Packers, and the American Can Co. 

4. Estimated obligations.—$45,000. 

5. Findings —On the whole, consumers approved the standard containers used 
for both canned and frozen foods. They felt that canned foods can be stored 
indefinitely and are convenient and easy to store. Frozen food containers were 
easy to open and dispose of. As for dislikes and complaints of cans, three 
features stood out: Difficult and dangerous to open and to remove food ; disposal 
problem because of bulk; effect of the can on the contents—‘“contents get a 
peculiar taste over time.” The principal complaints of frozen food containers 
were: “Limited selection of sizes,” “not well packed,’ and “the juice runs 
out.” 

The study further revealed that homemakers in the cities studied were not 
particularly well informed on the various items of label information which con- 
cern volume, such as can size, statement of contents, or number of servings. 
This seems to result from lack of interest rather than dissatisfaction, since 
most respondents felt that the existing sizes provide adequate choice in terms 
of the servings needed for their families. 

The key label item for both canned and frozen foods as far as homemakers were 


concerned is brand name; package and weight were far down the scale. Despite 


the importance of brand name, a substantial majority rejected the idea of a 
label containing only brand name and statement of contents. 

6. Application.—The results first provide an understanding of what home 
makers think of the various aspects of packages, labels, and containers. Results 
indicate that food retailers are wasting their money (and the consumers’) in 
advertising size differentiations since homemakers are not aware of trade jargon 
on sizing. Food processors are presented with specific complaints and desires 
to permit them to improve their packaging. Facts provided on labeling and 
storage provide many clues as to the best promotional, advertising, and educa- 
tional techniques that might be employed. 

7. Report—‘Consumers Appraise Canned and Frozen Foods, Their Packages 
and Labels, in Atlanta, Kansas City, and San Francisco,” MRR No. 270. 


Consumer discrimination and preference for frozen peas in relation to standards 
for grades 

1. Objective—To determine whether consumers can distinguish between 
frozen peas of different grades on the basis of appearance and eating quality and 
their preferences for peas varying in grade. 

2. Coverage.—Local, Oakland, Calif. 

3. Research requested by.—Fruit and Vegetable Division, AMS, USDA. 

4. Estimated obligations.—$23,000 (includes $17,000 contract). 

5. Findings.—The results validated standards for grades currently in use by 
the Department. Consumers were able to discriminate between the three grades 
and, in order of preference, grade A received the highest score, followed by grade 
Band grade C. 

6. Application.—Insofar as producers are paid on a grade basis, it is desirable 
that the grades reflect consumer preferences so that the selection of standards for 
the grades will maximize the returns to producers. The application of ‘this 
research then is as a measure of the reality of the standards for grades estab- 
lished on a physical basis. 
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7. Report—‘Consumer Preferences for Frozen Peas in Relation to Standards 
for Grades,” MRR No. 280. 


Homemakers’ fiber preferences among selected items of household furnishings 

1. Objective—Ascertain the position of cotton, wool, and competitive fibers in 
selected items of household furnishings by determining how and to what 
extent consumers are reacting to and accepting the various fibers and blends 
used in household furnishings. 

29 Coverage.—Nationa! sample of households. 

3. Research requested by.—National Cotton Council, the Wool Bureau, Inc, 

4, Estimated obligations.—$80,000 (includes $66,300 contract). 

5. Findings.—Results of this research show that cotton was the dominant 
household fiber in terms of ownership and preference for future purchase for 
living room draperies, table coverings, bedspreads, bed linen and scatter rugs. 
For wall-to-wall and room-size carpeting and blankets, wool was the highest 
ranking fiber. 

Although cotton was by far the outstanding drapery fiber, increased interest 
in Fiberglas, Dacron, and nylon was apparent; for each of these, the proportion 
expressing preference for future purchase exceeded the proportion owning the 
fiber at the time of the survey. The reverse was true for plastic. 

6. Application.—Final results have been utilized by the cotton industry in 
planning a nationwide promotion, advertising, and educational program. The 
data have also been widely used as a base in market planning and sales fore- 
casting. The demand for the results has been such that supplies of a prelimi- 
nary report were exhausted within several days of publication ; authough specific 
applications of all users are not known, such an acceptance implies widespread 
and manifold use. 

7. Report—“Homemakers Appraise Cotton, Wool, and Other Fibers in House- 
hold Furnishings,” MRR No. 279; AMS—220 (preliminary). 


Consumer acceptance of canned precooked rice 


1. Objective—Market test a newly developed rice product—canned precooked 
rice—to appraise its consumer acceptanee and market potential. 

2. Coverage.—Local, Fresno, Calif. 

8. Research requested by.—California Rice Export Corp., and the Western 
Utilization Research Laboratory, ARS, USDA. 

4, Estimated obligations.—$17,000. 

5. Findings.—About 8,000 cans of the product were sold during a 19-week 
test and it attained a favorable sales position relative to other quick-cooking 
dry rices, and Spanish rice. 

The household survey indicated that about one-fourth of the homemakers 
in the Fresno area were aware that the test product was being sold in local 
stores and that about one-third of the aware-respondents had bought it one or 
more times. A majority of the respondents expressed favorable opinions of 
the taste and cooking properties of the new product; sizable minorities, how- 
ever, were critical of these characteristics of canned rice. 

6. Application.—The results indicated the definite need for certain improve- 
nents before commercial production is undertaken ; the Department laboratories 
are now at work on these revisions. The market test thus prevented an un- 
economic allocation of funds to a processed product which would bave met con- 
slmer rejection and resulted in a loss to the producer. 

7. Report.—“Canned Cooked Rice—The Market Potential for a New Food 
Product,” MRR No. 249. 


Consumers’ attitudes toward milk-vending machines in industrial plants 


1. Objective—One of the most promising areas for expanding fluid milk con- 
simption is through the use of vending machines in places where people do not 
have access to fluid milk. This study was conducted to determine patterns of 
Wwe of milk vending machines and consumer attitudes toward retail distribution 
of milk by this method. 

_ 2. Coverage——Local—probability sample of employees in 13 industrial plants 
in Martinsburg, W. Va., which sell milk by vending machines. 

8, Research requested by.—American Dairy Association. 

4. Estimated obligations. —$6,000. 
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5. Findings—In the area studied (Berkeley County, W. Va.), sales of fiuid 
milk through coin-operated machines located in industrial plants, and school and 
office buildings accounted for 1.5 percent of total fluid milk sales. The study 
showed that about two-thirds of the sales through vending machines were 
“plus” sales, indicating that the introduction of such machines can expand the 
total market for milk. Interviews of employees having access to the milk vend. 
ing machines showed that 63 percent bought milk from the machines during 
working hours, whereas, previous to installation of the machine only 19 percent 
had brought milk in from the outside to drink during working hours. 

6. Application.—One of the deterrents to increased consumption of milk is the 
lack of availability of the product to people at their places of work, in their 
schools, and in large apartment developments. Studies in areas where vending 
machines are established indicate their usefulness, and examples of successful 
operation facilitate expansion of vending machines into other areas. 

7. Report.—Final report will be published in fiscal 1959, as a cooperative study 
with West Virginia Agricultural Experiment Station. 


HOUSEHOLD CONSUMER REPORTS EXPECTED TO BE PUBLISHED IN FISCAL YEAR 1960 


Consumer acceptance of fortified red grapefruit juice 

1. Objectives.—Obtain a measure of consumers’ preference toward a new 
form of Texas grapefruit juice fortified with pulp as against existing high- 
quality juices. 

2. Coverage.—Local—to be determined. 

8. Research requested by.—Texas Agricultural Experiment Station, Texas 
A. & M. College; Southern Utilization Research and Development Division, ARS, 
USDA. 

4. Estimated obligation.—$6,000. 

5. Findings.—Research work has not yet been initiated. 

6. Application.—The crop of red grapefruit harvested in Texas each year has 
reached a point at which substantial amounts of fruit are becoming available 
for processing. The development of a juice processed from Texas red grape 
fruit retaining its natural characteristics, and which would be acceptable to 


consumers, would provide an alternate outlet for the fruit and result in in. 


creased returns to growers. 


Consumer acceptance of artificially sweetened grapefruit juice 


1. Objective-—Since the citrus industry continues to expand, new means must 
constantly be sought to increase consumption of its products by processing them 
in ways which meet changing public demands. Many consumers prefer canned 
grapefruit juice which is sweetened; however, current public concern about 
obesity has resulted in a tendency to restrict the consumption of sugar-sweetened 
foods. To meet the demand for somewhat lower calorie food items the Florida 
Citrus Commission has produced a canned grapefruit juice flavored with calcium 
cyclamate, a noncaloric sweetner. This study was conducted to investigate the 
acceptability to consumers of canned grapefruit juice sweetened with this 
material. 

2. Coverage.—Local—sample of private households in Fort Wayne, Ind. 

3. Research requested by.—Florida Citrus Commission. 

4. Estimated obligation.—$10,000. 

5. Findings—No results are available as yet. Data were collected during 
January 1959 and are being processed. A report will be published during 
fiscal year 1960. 

6. Application.—This experiment will provide the citrus industry with informa 
tion on which to base a decision regarding the feasibility of expanding its 
product line through commercial production of canned grapefruit juice sweetened 
in this manner. 


Children’s food habits and attitudes, and the school lunch program 


1. Objective——This project will serve two functions. It will provide data on 
the food consumption patterns of teenagers; it will also help explain the reasons 
for pupils’ nonparticipation in the school lunch program, the basic purpose of 
which is*to safeguard the health and well-being of the Nation’s children by 
encouraging them to eat more nutritious foods. 

2. Coverage.—Local. Sample of high school students in one city; subsample 
of mothers of these children. 
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3, Research requested by—F ood Distribution Division, AMS. 

4, Estimated obligation.—$15,000. 

5, Findings.—Results not yet available. This study is still in the planning 
sages. It is expected that a preliminary report will be available in fiscal 1960. 

6, Application.—It is known that about one-half of the schools in the United 
States participate in the national school lunch program; however, the daily 
average number of lunches served is equal to only about 45 percent of the total 
pupil enrollment in these schools. Information about the habits and attitudes 
of the children and their mothers will be invaluable to officials concerned with 
jlans for, and, evaluation of the school lunch program, and will aid in achieving 
abasic understanding of the characteristics which contribute to variations in 
food consumption patterns for this segment of the population. 


Homemakers’ use of and opinions about eggs 

1. Objective—Members of the egg industry are seriously concerned about the 
drop in egg sales in recent years, and are anxious to take corrective action. 
They have strongly indicated an urgent need for information on consumer habits 
and attitudes which will heip explain the downtrend in egg consumption, so that 
their efforts to reverse this trend will not be misguided, and therefore ineffective. 

2, Coverage.—A representative sample of homemakers throughout the United 
States. 

3. Research requested by.—Poultry and Egg National Board, Institute of 
American Poultry Industries. 

4, Estimated obligation.—$75,000 (includes $60,720 contract). 

5. Findings.—No results are available as yet. Interviewing on this study has 
en completed; the eontractor is now coding and punching the data. A final 
report is forthcoming. 

6. Application.—It is expected that producers will be the main beneficiary, in 
that the study has been designed specifically to provide answers to the problems 
they are currently most concerned with. Returns to all segments of the egg 
industry would be improved as a result of this project provided the industry 
initiates effective actions based on the findings. The data will also be of imme 
diate value to groups such as persons within the Department concerned with 
quality control, standards, and consumer education ; research workers concerned 
with quality control and product improvement; associations responsible for pro- 
notion programs; retailers interested in distribution and merchandising 
improvements to increase sales of eggs. 


Mothers’ fiber preferences among selected items of children’s clothes 


1. Objective —The rapid expansion in recent years in the use of manmade 
fbers necessitates up-to-date evaluations of markets for natural fibers. Informa- 
tion is needed on the changing consumer attitudes toward and preferences for 
various fibers in particular end uses. 

The purpose of this study is to ascertain the competitive position of cotton 
ind other fibers in selected children’s garments, and consumers’ opinions of these 
fbers, in order to provide information which will aid those interested in improving 
wtton and wool fabrics and products and in increasing their use. 

2. Coverage.—A nationwide area probability sample of mothers with children 
\through 18 years of age. 

8. Research requested by.—National Cotton Council of America; the Wool Bu- 
tau, Inc.; American Cotton Manufacturers Institute, Inc. 

4, Estimated obligation —$90,000 (includes $77,950 contract). 

5. Findings. —At present, only limited findings are available from this study. 
The bulk of the data are still being analyzed, and a final report is in preparation. 

A preliminary analysis showed that cotton was preferred by a sizable majority 
for schoolgirls’ blouses, and boys’ sport shirts and school pants. It is also popular 
fr dressup dresses, slips, skirts, and outerjackets, but faces stiffer competition 
nthese items—from nylon for the first two uses mentioned, and from wool for 
the latter two. 

Nylon’s major advantage, in the eyes of these consumers, is that it requires 
lite or no ironing; wool’s strong point is warmth. No one specific factor 
dominates the reasons mothers give for preferring cotton for various uses— 
they speak of such advantages as its good appearance, ease of care, and the 
fact that it is both comfortable and durable. 

Most of those who preferred cotton for sport shirts, blouses, dresses, or slips 
Were not inclined to voice any objections to it in these end uses. Those who 
treferred nylon for dressup dresses or slips were much more vocal about what 
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they felt were less desirable attributes of that fiber. The few adverse comments 
made about cotton by mothers preferring it centered around the need for 
ironing or difficulties with ironing. Criticisms of nylon included the opinion 
that it is not cool, isn’t durable because seams fray and stitching breaks, js 
difficult to iron, and has a tendency to turn gray or dingy. 

6. Application.—It is expected that the Cotton Council will use the results of 
this study extensively in their promotion programs. Mills, finishers, and many- 
facturers of cotton will have information on the kinds of products which haye 
greatest market acceptance, and also on what attributes are unacceptable or 
undesirable to consumers. From knowledge of specific complaints and prefer. 
ences, laboratory research can be focused more effectively. If it becomes apparent 
that consumers are misinformed about attributes or proper care of some cotton 
garments, information programs designed to correct these impressions can be 
initiated. 

7. Report.—‘Mothers Discuss Cotton and Other Fibers in Children’s Clothes,” 
AMS 294 (preliminary ; final report to be published in fiscal 1960). 


Consumer acceptance of Rio Gold cantaloup 


1. Objective—Examine the commercial feasibility and consumer reaction to an 
improved variety of Texas cantaloup to aid producers in making the decision 
as to whether to switch to production of the new variety and to expand output of 
cantaloup. 

2. Coverage.—Local ; Pittsburgh, Pa. 

3. Research requested by.—Texas State Experiment Station. 

4. Estimated obligation. —$5,000. 

5. Findings.—The Texas variety, Rio Gold, compared favorably with other 
available types of cantaloups and was well received by consumers. Flavor, ten- 
derness, and color were considered as good as or better than other varieties. A 
final report is in preparation. 

6. Application.—The favorable acceptance of this product will permit the Texas 


producers to expand their production and thus utilize land being withdrawn from 
cotton production. 








Consumer use of and opinions about cultured sour cream 


1. Objective.—The dairy industry is faced with the chronic problem of moving. 


greater amounts of butterfat into consumption. Members of the industry wished 
to examine the possibilities for increasing consumption of cultured sour cream 
through a concerted promotional effort in one area, to determine the advisability 
of extending such promotional activities. The consumer study (in conjunction 
with a related project on sales records for cultured sour cream) was conducted 
to evaluate the effectiveness of the special campaign. 

2. Coverage.—Local sample of homemakers in Des Moines, Iowa. 

3. Research requested by.—American Dairy Association; Milk Industry 
Foundation. 

4. Estimated obligation.—$20,000. 

5. Findings.—An intensive promotional campaign for cultured sour cream was 
carried out in Des Moines by the American Dairy Association during August 
1957. Sales during that month were 129 percent higher than during the same 
month in 1956. It appears that sales of cultured sour cream were trending up 
ward during the year prior to promotion, and the increase was due partially to 
the upward pattern already in effect. However, data collected for an 8-month 
period after the promotional program showed that sales remained well above the 
extended trend line of the previous year. 

Shortly after completion of the special promotion campaign, a consumer survey 
was conducted among a representative sample of Des Moines homemakers. A 
final report is in preparation. 

6. Application.—Results of this study will be broadly applicable, and will be of 
benefit to almost all segments of the dairy industry ; the experiment demonstrates 
that it is feasible to expand sales of cultured sour cream if proper promotional 
and sales efforts are employed. The findings will also give retail outlets indica- 
tions of some kinds of promotions which can be effective; the information about 
the ways in which cultured sour cream is currently used by homemakers and 
their opiwions about it suggests further promotional possibilities which might 
be explored. 
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Consumer preference for superconcentrated apple juice 

1. Objective—Determine consumer preference for a newly developed high 
quality super-concentrated applejuice, as compared with other high quality 
jnices. 

9, Coverage.—Local; Pittsburgh, Pa. 

8. Research requested by.—Eastern Utilization Research and Development Di- 
yision, ARS, USDA. 

4, Estimated obligations.—$10,000, 

5. Findings.—The superconcentrated applejuice received higher preference 
sores than did either of the commercial juices. On the basis of the objective 
test scores and the attitudes and opinions of homemakers, the new product clearly 
holds a competitive taste advantage over two other high quality juices now in 
commercial production. 

6. Application —The favorable showing of the new product provides a basis in 
fact for further market research; namely, a market test in which consumer ac- 
eptance and market potential would be tested through normal distribution 
channels. The acceptability of the product, it is believed, would result in in- 
ceased consumption of applejuice and increased returns to applegrowers. 

7. Report.—Preliminary results presented in speech to National Apple Insti 
tute and International Apple Association, 1958. A final report is in preparation 


Marcu 9, 1959. 
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SALARIES AND EXPENSES 


Program and financing 


————— ss 


Program by activities: 
Dollar obligations: 
1. Analysis of foreign agriculture and trade 
2. Agricultural attachés Saket = 
3. Foreign market promotion 
4. Import controls 


Total dollar obligations 


Foreign currency obligations: 
2. Agricultural attachés : 

5. Market development projects, general operating ex- | 
penses 





Total foreign currency obligations 


Total obligations ’ oe Sepia 
Financing 
Comparative transfer from ‘*‘Removal of surplus 
cultural commodities” 
Foreign curreney, Agricultural Trade Development and | 
Assistance Act of 1954 : 
Unobligated balance no longer available 


agri- | 


New obligational authority 


New obligational authority 
Appropriation 
Transferred from 
“Removal of surplus agricu!tural commodities” 
appropriation act) 
“Conservation reserve,” 


243) 


(1960 


soil bank programs (72 Stat. 


Appropriation (adjusted) 


Proposed supplemental due to pay increases 


1958 actual 


, 130, 182 
, 925, 358 
, 898, 793 

226, 823 


5, 043 


295, 043 | 


149 | 


5, 616 


, 043 


, 657 


, 147 


Object classification 


Total number of permanent positions 
Full-time equivalent of all other positions -- 
Average number of all employees- - see 
Number of employees at end of year. -- 


Average GS grade and salary- a 
Average salary of ungraded positions --- 


01 Personal services: 
Permanent positions.__.----- 
Positions other than permanent 
Other personal services- -- - 


Total personal services... 

Travel ale 
Transportation of things _- 
Communication services- 
Rents and utility services -. 
Printing and reproduction. 
Other contractual services 

Services performed by other agencies ----- 
Supplies and materials -- 
Equipment ; 
Grants, subsidies, and contributions. 
Refunds, awards, and indemnities 
Taxes and assessments... -- 


FN on oe cee anes 


1958 actual 
675 
12 


631 


, 345 


. 886 
2, 743 
, 598 


6, 181, 106 








646 | 


1959 estimate 


$1, 266, 200 
3, 002, 100 
2, 248, 400 

244, 600 


6, 761, 300 


200, 000 
360, 000 
560, 000 

, 321, 300 
2, 493, 000 | 


—560, 000 





4, 268, 390 | 


4, 002, 390 


| 
| 
| 
j 


4, 002, 300 | 


266, 000 | 


1959 estimate 


1960 estimats 


ey 


$1, 286, 9 
3, 002, 10) 
2, 348, 

244, 6) 


en 


6, 861, 3) 


200, 000 


— 560, 00 


6, 861, 3 


4, 268, 30 


2, 593, 0 


6, 861, 30 


663 | 


$7, 663 


2, 703 | 


$4, 552, 400 
54, 600 
196, 200 


4, 803, 200 
453, 300 
52, 900 
71, 100 | 
100 | 
800 


3, 200 | 


000 


, 700 | 


92, 000 


, 800 | 


3, 000 
2, 200 





6, 761, 300 | 


73, 200 
610, 00 
34,700 
9° Of) 
300, 0 
§, OU 
2, W 
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INFORMATIONAL FOREIGN CURRENCY SCHEDULE 


FOREIGN CURRENCY, AGRICULTURAL TRADE DEVELOPMENT AND ASSISTANCE ACT 
OF 1954 


ee 


Stimate 
xe L3 [All amounts stated in U.S. dollar equivalents} 


Program and financing 


266, 9) 
002, 10 — et te ee 
348, 
244, GU 


| 1958 actual | 1959 estimate | 1960 estimate 


Program by activities: 
1, Market development projects: 
(a) Program expe $5, 509, 625 $8, 465, 417 $6, 440, 000 
(b) General operating expenses. - 295, 043 360, 000 360, 000 
2. Agricultural attachés__ 200, 000 
3. Travel of U.S. agricultural specialists abroad 
Total obligations 5, 804, 668 9, 215, 000 
Financing: 
Unobligated balance brought forward... _..2-------| —7,899, 800 —6, 441, 148 —1, 518, 678 
a Adjustment due to changes in exchange rates to permit 
49] iy conversion to dollar equivalent ____.- 404, 035 
wre Unobligated balance carried forward - eee 6, 441, 148 
Unobligated balance no longer available. _- C 2, 426, 412 


360, On 


FAO, OO 








Authorization to expend foreign currency receipts ( 
U.S.C, 1704) eeu 7, 176, 463 4, 292, 530 5, 481, 322 





268, 30 


93, 00 


imate 
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Object classification 


1958 actual 


-——— — |), | the 
FOREIGN AGRICULTURAL SERVICE grams 
p iti istrati 
Total number of permanent positions NE = ies) | 24 | 3 | ; ‘9 AM 
Full-time equivalent of all other positions.__ ; : hea 
Average number of all employees. -- 2 x¢ marke 
Number of employees at end of year- 28 | a - to mee 





Average salary of ungraded positions_._- ee | $2,116 | 9 997 Fore 


par === to dev 
01 Personal services: and a 
Permanent positions__ : ‘ $40, 338 $150, = aaenit 
Positions other than permanent-_-- : 5, 038 | grams, 
Other personal services - -- : és 97 79, 840 i 1954 a 
2 : ee ae Servic 

Total personal services-.- 45, 473 231, 400 f 
Travel_- a ‘ | 204, 178 250, 000 50), on Lor 
Transportation of things | 37, 539 40, 000 , to the 
Communication services : ae 8, 758 10, 000 | f appro] 

Rents and utility services-_.. Se ieths aewlet eel 37, 903 55, 000 : 4 
Printing and reproduction__ 4,171 5, 000 the ac 
Other contractual services ae acide 5, 262, 852 8, 184, 600 6, 284, 600 from | 
Services performed by other agencies__-_- 97, 456 110, 000 | ; appro 
Supplies and materials... -._--- ; ax pie Sas 5, 685 7.000 | For 

Equipment. iitina tates tide i 445 2, 000 s 

Grants, subsidies, and contributions -_- Set eins 208 5, 000 the ec 
Total, Foreign Agricultural Service 5 704, 668 | 8, 900, 000 develc 
, — pe F Ee bea. marke 
ALLOCATION TO DEPARTMENT OF COMMERCE foreig 


policic 
Travel_- 4,000 : 
Transportation of things 9, 63: 35.000 trade. 
Communication services . , 19 6,000 f....- 2 Ameri 
Rents and utility services _- »t 25,000 |__ «ones 
Printing and reproduction 1.000 a oe 
Other contractual services : 85, 878 230, 000 ie world 
Supplies and materials , 251 10,000 |_- was caltut 
Equipment % 5, 000 = soak aa Agr 





Total, Department of Commerce 100, 000 315 5, 000 cultur 


= en for A 
Total obligations Stet : 5, 804, 668 9, 215, 000 , aid Al 


ANALYSIS OF EXPENDITURES Ass 


partic 
Obligated balance, start of year- : $4,175,828 | $6, 409, 622 | $6, 624, 622 ance 
Obligations incurred during year 5, 804, 668 9, 215, 000 7. 000, 000 na 
Obligated balance, end of year ; —6, 409, 622 —6, 624,622 | —5, 624,622 istrat 
s | ae ‘ 
| ed in th 
III eo eniaeunapab aus : | 3, 570, 874 9, 000, 000 leadey 


STATUS OF UNFUNDED ALLOCATIONS the OJ 


As 

Unfunded balance, start of year_....._..___- | 7,226, 528 7, 543, 180 1, 518, 678 Servi 
Allocations ; “ss 7, 176, 463 4, 292, 530 5, 481, 322 

Unfunded balance expiring or lapsing ; —2, 426, 412 er ee pense 

Adjustment due to changes in exchange rates to permit con- plus 

version to dollar equivalents____ oe ec : oy — 404, 035 : and ¢ 

Unfunded balance, end of year__............_-- 3 7 R43 190 | 1; BIR O78 1... ee the t 


Transfers into agency account... vessasehcbs 4, 029, 364 10, 317, 032 r the T 
tione 











a 


Mr. Wutrten. The committee will come to order. 

We will have a continuation of Mr. Miller’s presentation of activi- 
ties under his jurisdiction. This afternoon we have the Foreign Agri- 
cultural Service. 


Salarie 
JUSTIFICATION OF THE ESTIMATE Traneh 


We will insert pages 99 through 102 and 105 through 154 of the 
justification in the record at this point. - 
(The pages referred to follow :) 
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ForEIGN AGRICULTURAL SERVICE 
PURPOSE STATEMENT 


The Foreign Agricultural Service administers the foreign agricultural pro- 
sams of the Department and develops plans and policies related to the admin- 
istration of the foreign affairs and interests of U.S. agriculture. It disseminates 
») American agriculture the basic information essential to aggressive foreign 
narketing of U.S. agricultural products and to making necessary adjustments 
omeet changing situations abroad. The Service works in the following fields: 

Foreign market development.—The Service conducts a broad program designed 
to develop foreign outlets for agricultural products and analyzes competition 
and demand factors relating to foreign marketing. It administers export pro- 
sams, including programs under the Agricultural Trade Development Act of 
1954 and related authorizations, as well as import programs and controls. The 
Service represents the Department at international commodity conferences and 
m foreign commodity matters at national conferences. Work directly related 
tothe development of foreign markets is financed from funds transferred to this 
appropriation from “Removal of surplus agricultural commodities” (sec. 32 of 
the act of August 24, 1935, as amended) and with foreign currencies accruing 
from sales of agricultural commodities under section 104(a) of Public Law 480, 
approved July 10, 1954. 

Foreign agricultural trade and analysis.—The Service directs and coordinates 
the continuous economic analysis and interpretation of world conditions and 
developments that significantly affect the retention and expansion of foreign 
markets for American products. It analyzes and interprets world trends in 
foreign agricultural products, trade, price, finance, consumption, and economic 
policies of foreign governments as such trends, affect U.S. foreign agricultural 
trade. It analyzes the effects of restrictive trade policies on the demand for 
American farm products and develops and coordinates the basie policies and 
programs for the removal or easing of restrictions and for the encouragement of 
world trade in American agricultural products. The Service participates in agri- 
cultural international organizations and trade conferences. 

Agricultural attachés.—The Service directs and coordinates a worldwide agri- 
cultural attaché service with particular emphasis on the development of markets 
for American products, and on trade reporting from foreign areas designed to 
aid American farmers and exporters. 

Assistance to International Cooperation Administration—The Service also 
participates in the administration of the agricultural portion of the foreign assist- 
ance program with funds allocated from the International Cooperation Admin- 
istration. This work includes coordination of the Department’s participation 
inthe program and direction of the training program for foreign agricultural 
leaders, and the providing of technical information and advice in connection with 
the operation of the agricultural technical assistance program in foreign countries. 

As of November 30, 1958, there were 756 employees in the Foreign Agricultural 
Service. Of this total, 338 were paid from the appropriation “Salaries and ex- 
penses, Foreign Agricultural Service,” 256 were paid from “Removal of sur- 
plus agricultural commodities (sec. 32),” 68 were paid from foreign currencies, 
ind 94 were paid from allocations and reimbursements from other agencies. Of 
the total number of employees, 525 were located in Washington, D.C., 4 in 
the United States outside the Washington metropolitan area, and 227 were sta- 
tioned in foreign countries. 





Estimated Budget 
available, estimate, 
1959 1960 


Slaries and expenses $4, 268, 300 $4, 268, 300 
‘ransfer from ‘‘ Removal of surplus agricultural commodities” __ 2, 493, 000 2, 593, 000 


Total_._ | 6, 761, 300 6, 861, 300 


33913—59—pt. 3-12. 
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Salaries and expenses 
Appropriation act, 1959 
Allotment from ‘Removal of surplus agricultural commodities”____ 
Proposed supplemental, 1959 for pay act costs 


Base for 1960 
Budget estimate, 1960: 
Direct appropriation 
Transfer from “Removal of surplus agricultural 
commodities” 


Increase in transfer from “Removal of surplus agricultural com- 

modities” (to place 1959 expansion of foreign market promotion 

on an annual basis) 

Nore.—To provide a more complete presentation of the overall financial requirements of 
the Foreign Agricultural Service, the 1960 budget, and the following project statement 
include, in addition to the direct annual appropriation “Salaries and expenses,” (1) the 
transfer from the permanent appropriation ‘Removal of surplus agricultural commodities" 
(sec. 32) (and (2) the foreign currencies made available for expenses of the agricultural 
attachés and for general operating expenses relating to market development projects carrie 
out abroad. 


For a number of years, allotments have been made from section 32 funds to 
the Foreign Agricultural Service for foreign market promotion activities, in- 
cluding administration of title I of Public Law 480, as amended, and for ad- 
ministration of import controls. The 1960 budget proposes language providing 
for the annual transfer of section 32 funds to be merged with the appropriation 
made under “Salaries and expenses” for these purposes. 

The language also includes a provision indicating that the dollar equivalent 
of foreign currencies derived from sales of commodities under title I of Public 
Law 480 may be used by the Foreign Agricultural Service under section 104(a) 
of the act for expenses of agricultural attachés and for general operating ex- 
penses relating to market development projects carried out abroad. This amount 
does not include foreign currencies allocated to the Foreign Agricultural Service 
for sales promotion campaigns, direct expenses of trade fairs, demonstrations, 
and other market development projects under section 104(a) of Public Law 480, 
as amended. A description of other activities financed from foreign currencies 
is set forth elsewhere in these explanatory notes. 
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Project statement 


1958 1959 (esti- eee 1960 (esti- 
mated) decrease mated) 


—_——_—- ——-+-- 
Salaries and expenses: 

1, Analysis of foreign agriculture and trade $1, 130, 132 | $1, 266, 200 

2, Agricultural attachés__-.........-.-- ; 3 925,358 | 3,002. 100 


Subtotal 4, 055, 490 | 4, 268, 8, 300 | 





Removal ofsurplusagricultural commodities vor nee 
3. Foreign market promotion __.......-.-..-.--..--] 1,898,793 | 2, 248,400 | +$100, 000 
4. Import controls 226, 823 244, 600 | 


Subtotal. - oe _...--] 2,125,616 | 2, 493,000 | "+100, 000 


Pay act costs (P ublic Law 85-462).......-...--___- ed (91, 158) (461, 700) | (+9, 100) oe 800) 


Total dollar obiigations _ _...........------ 6 181, 106 “67 761, 300 _ +100, 000 6, 861, 300, 


Foreign currencies: | 
2. Agricultural attachés___--__- eee 200, 000 | ‘iat 


5. Market development projects, general operating 
expenses... --- a 295, 043 _ 360, 000 | Sle ciate 360, 000 


Total foreign currency obligations 295, 043 560, 000 560, 000° 


Total obligations or estimate__-.-...----- _..| 6,476,149 | 7,321, 300 * 7, 421, 300° 


Deduct: 
Transfer from ‘Remov: al of surplus ee | 
commodi ties” tenon tie Suita eh insite hs .---|—2, 125, 616 \-2, 493, 000 . — 2, 593, 000 
Foreign currencies__..-- cin aleenanie — 295, 043 —560, 000 |...-.------ — 560, 000 
Unobligated ba lence, salaries and expenses_ ae ae 31, 657 Coe at 
Transfer from ‘‘Conservation reserve, soil bank pro- 
grams’’__. ante ican aisdricacien aid —84, 847 | 


Total appropriation or estimate_- Seas 4, 002, 300 4, 268, 300 | 
Proposed supplemental due to pay increase - _...-.-----|---- js — 266, 000 








| 


Total appropriated-.-_- 4, 002, 300 | 4,002, “300 | 








STATUS OF PROGRAM 
CURRENT ACTIVITIES 


Current information of foreign agricultural production, markets, policies, 
and competition are gathered, analyzed, interpreted, and disseminated to U.S. 
farmers, business, and Government. This information is made available, in 
person and through publications, wherever decisions are made on important 
foreign economic and other problems so that the interests and problems of 
the U.S. farmers may be taken into account in making those decisions. 

The expansion and stabilization of world trade, particularly in agricultural 
products, is actively encouraged through the removal of barriers to trade, the 
solution of monetary problems, the study of foreign competition with American 
products, the analysis of market situations affecting the sale of agricultural 
commodities through the world, and making the information obtained available 
to the U.S. farmers, processors, exporters, and other interested groups. 

U.S. agricultural interests are represented and their position presented in 
the development of international agreements. 
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Agricultural attachés are stationed in 51 countries throughout the world to 
represent U.S. agriculture at those posts. The attachés work includes a com. 
prehensive system of reporting to meet the needs of U.S. agriculture, to act 
as the voice of American agriculture at the posts, and to take necessary action 
in the development of foreign markets for U.S. agricultural products. 

A broad program is carried out for the development of markets abroad for 
U.S. agricultural products in surplus or potential surplus supply. Export pro. 
grams, including those under the Agricultural Trade Development and Assistance 
Act, Public Law 480, and related authorizations, as well as import programs 
and controls are administered by the Service. 

Work directly related to the development of foreign markets is financed 
from section 32 funds (removal of surplus agricultural commodities) which, 
beginning in 1960, will be transferred to and merged with the direct appropriation 
to the Fereign Agricultural Service. 


SELECTED EXAMPLES OF RECENT PROGRESS 
ANALYSIS OF FOREIGN AGRICULTURE AND TRADE 


1. Agricultural exports in fiscal 1958 third highest on record.—U.S. agricultural 
exports totaled $4 billion in fiscal 1958, compared with $4.7 billion in 1957, 
a decline of 15 percent (chart No. 1). Exports in 1958 were the third highest 
on record, running less than in 1952 when the value amounted to $4.1 billion, 
The two largest commodity declines from 1957 to 1958 were in cotton and grains, 
which were down about one-fourth and one-fifth in value, respectively. Among 
the grains exports of wheat were smaller by 24 percent and those of rice declined 
by 49 percent while exports of feed grains rose by 17 percent. The reduction 
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in cotton shipments was primarily the outcome of heavy CCC sales for export 
at competitive world prices in 1957 which helped to rebuild foreign inventories, 
The reduction in wheat exports was primarily the outcome of a record wheat 
crop in Europe. Exports of livestock products—reflecting less lard tallow, 
and meats—were 17 percent less, and exports of vegetable oils and oilseeds 
were off by 10 percent. Among the vegetable oils and oilseeds, larger exports 
of soybeans and flaxseed were more than offset by reductions in edible vegetable 
oils. Tobacco exports and exports of fruits and vegetables together registered 
smalJ] gains. 


ad 


U.S. agricultural exports, fiscal years 1957 and 1958 


{In millions of dollars] 


Commodity 





Cotton 

Grains and feeds !_ 

Tobacco, unmanufactured 
Vegetable oils, and oilseeds ! 
Fruits and vegetables 
Livestock products ! 

I Oe i icrege ec Boew wince 


Tote... a Ba, i i a a all 4,728 4, 002 


1 Includes private relief, mostly CCC donations to private welfare agencies for distribution to needy 
persons Overseas. 


2. Magnitude of U.S. agricultural exports measured.—Agricultural exports 
in fiscal 1958 represented the output of approximately 50 million harvested 
acres. This means that the production on 1 of every 6% acres is exported (chart 
No. 3). Exports in 1958 required financing, in land transportation, storage, and 
ocean transportation for over 30 million tons of cargo—enough farm products to 
fill 710,000 freight cars and 3,200 eargo ships. In moving these products, an 


average of eight ships a day weighed anchor. 

3. Agricultural exports outside Government programs maintained in fiscal 
1958.—U.S. agricultural exports outside of Government-financed programs were 
$2.8 billion in fiscal year 1958, same as the previous year. With the decline 
in total agricultural exports from $4.7 billion in 1957 to $4 billion in 1958, the 
ratio of exports outside of Government programs to total exports increased 
from 60 percent in 1957 to 70 percent in 1958 (chart No. 3). 
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4. Agricultural exports equivalent to large shares of U.S. agricultural output— 





Chart No. 4 shows that major items in U.S. agricultural exports comprise jm. 
portant segments of domestic output. In many instances, sizable percentage 
reductions took place from 1956 to 1957 in the relation of exports to production, 
However, with some exports coming largely out of CCC inventories which 
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include the production of earlier years, the percentages shown in the table 
do not in all instances measure the amount of a given crop that was exported 
in the 1957 marketing year. This was particularly true of cotton. 


U.S. agricultural ezports compared with production, marketing year 1957} 
[Million units] 


Unit | Exports Produc- | Camel 
t 


Cotton and linters 
Wheat and flour _ -- eer ge aes 
Inedible tallow and greases__. 
Rice, milled__-. SL a ‘ 
Soybeans and oil------ ; ; cesunet Iss. 
Tobacco (farm sales weight) --- ---- ae cies | Pound..-- 
ES 
Race hike ia ao aaled ie weiss MEO ss ioe 
ie il ates anss tab cise tana untndncesipeeies a tai 
Dry edible beans jis ieacieipa Mo 
Ret cm anbs soe i Bushel. -- 
Sorghum grains ‘sk Sane 


© 
~~ 


st 


Noe 
» 
& 


z 


Fey 


>» = 
5.8 
SCAaWmoowoornooe 


BRASS s 


~ 
SsVsasesses= 


Baw8Sne 
ecoocoocrwooooom 


& 
& 


1 Some data estimated. 


5. Grains, feeds, and cotton largest U.S. agricultural exports.—Exports of 
grains, feeds, and cotton in fiscal 1958 totaled $2.2 billion, or 55 percent of the 
$4 billion total for all agricultural exports. This is only 4 percent below the 
share that these commodities represented of total agricultural exports in fiscal 
1957. Other commodity groupings for fiscal 1958 and their percentage relation 
to total exports are: Livestock products, 15 percent; vegetable oils and oilseeds, 
10 percent ; fruits and vegetables, 10 percent ; and tobacco, 9 percent (chart No. 5), 








5 


144 


table 


0 rted 


S691 “Q3N-Sva 


npari- 
on 





BISSRSBRRIzS | 





S “ON LYVHD — 


Of INNS ONION YVIA 


€Sél 7S6l_ Isl 


OOOO 7 











7 
© 
6 


Ditsspeeneeseae, 





spees|io y sjio ‘Ben Fey 
"sBoa 9 SuIMAy F777) 
o220q0)] EJ 

syonpoid y4204SEAI] FE] 2uio C_) 


speoj suid BEY 
s104jul] *J2X@ U0N0D YJ 


“1d $ 


Hujspesuy ely SJINIY B SIC Ing 
$y10dxq 4S061D] |JNS SUjDIO B W040 


100 


_ 
i) 


is 
it 


s of 
the 
the 

seal 





1446 


6. Feed grain and soybean exports at record peak in 1958.—Exports of fee 
grains—oats, barley, corn, and sorghum grains and products—were a record 
9 million short tons in fiscal year 1958, compared with 7 million tons in 1957 
and the previous record of 8% million tons in 1956. Main reasons for the record 
in 1958 were the shortage of feed wheat in Europe; increased foreign currency 
sales, particularly to Mexico and Poland; and the lower exportable supplies 
available in other countries. At the same time, exports of soybeans attained 
record volume of 88 million bushels in 1957. Soybean exports have been rising 
steadily. Factors underlying the record level soybean exports included the 
abundant and dependable supplies from record U.S. crops, high-level demand in 
Europe for the protein as well as the oil contained in soybeans, and limited 
supplies available from Manchuria. 

7. Major export markets.—U.S. agricultural exports to the 15 leading markets 
are shown in the following table. Shipments to these countries accounted for 
73 percent of total exports in fiscal year 1958, compared with 71 percent in 1957, 
Exports were greatly reduced to 11 of the 15 countries in 1958, including the 5 
best outlets—the United Kingdom, Japan, Canada, West Germany, and the 
Netherlands (chart No. 6). 
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}. agricultural exports, fiscal years 1957 and 1958 


{In millions of dollars] 





} | | 
Country 1957 | 1958 Country | 1957 | 1958 

1. United Kingdom in 498 Ba Se a a re 170 1% 
2. Japan...... ‘ Se 458 OOP 02. BOG. otis cncincscoeccences 153 | 110 
3. Canada....-. ‘ oe 374 345 || 12. Korea (Republic) -......--.-..- 129 | 106 
4. West Germany- alee 447 Bet pA RE a ni onan eeieinnineee 3 | 8 
5. Netherlands. _- faa Res 259 | 211 BE, 3 NOEL. |< cnncdctetincasccae | 76 | g 
RN Sidon dno deste boas | =: 205 | 179 || OU cc sctss Sosa tnn | 1,513] 1,18 
Gy CFs ds donne rani eeraccnbiae | 232 | 156 |} —___|__ 
SMR cbcd. canine ELE 134 | 150 || NE ca eeiaae 4,728 | 4,002 
eR ed ree eae | mi 12 | | 





8. Agricultural exports more than double supplementary imports.—Supple 
mentary agricultural imports—consisting of products most nearly like those 
produced by American agriculture—were $1.8 billion in fiscal year 1958, largest 
value in 5 years (chart No. 7). The gain was due mainly to larger imports 
of cattle and meats. With the drop in agricultural exports in 1958, the ratio of 
these exports to supplementary imports was 2.2 to 1. In other words, exports 
were more than twice imports of like commodities. Excluding cane sugar in- 
ports which are classified as supplementary but are under import control, the 
ratio was nearly 3 to 1. The remainder of agricultural imports consisted of 
complementary items—like coffee, natural rubber, cocoa beans, bananas, ete— 
which are not produced commercially in the United States. 











U.S. Agricultural Exports Again 
Exceed Agricultural Imports 


$ BIL. 


1449 


1958 


BCS ee 


1957 


NW 










S | i 

me ee i 

= 

z Il 1 | KW WW 8 qj 
e| § 


1953 


oe 


WWE 


1952 


WHEE 


“3 ~ o ~N “ 


195] 


FAS-NEG. 1666 


YEAR ENDING JUNE 30 


CHART NO. 7 


USDA 








1450 


9. Canadian agriculture’s competitive position analyzed.—-This analysis of 
Canada’s agricultural situation points up the changes taking place in the cop. 
petitive position of Canadian agriculture, against the background of Canada’s 
productivity policies and trade. In the years immediately ahead there are pros 
pects for a high level of wheat and oilseed exports and for generally increased 
exports of grains, beef cattle, various livestock products, and fruits. In the 
long run, a decline in the percentage of Canadian farm products moving into ex. 
port is seen by Canadian economists. This is based on the long-term outlook 
for increased industrialization in Canada, with an increasing percentage of the 
farm products going into domestic consumption. Wheat, other products from the 
prairies, and some high quality specialty items would be the commodities most 
likely to be competitively marketed abroad. 

10. Japanese market for U.S. farm products remains strong.—A recent study 
reveals that Japan will require an increasing volume of imported food and agri- 
cultural raw materials. Japan has been importing about $1.4 billion worth of 
agricultural products annually, with nearly one-third coming from the U.S. agri- 
cultural imports from the United States have been concentrated in nine items: 
Wheat, rice, barley, corn, tobacco, hides and skins, soybeans, cotton, and tallow. 
The United States faces strong competition from Canada and Australia in the 
Japanese wheat market, from Communist China and possibly Taiwan in the rice 
market, from Communist China in the soybean market, and from Central and 
South America as sources of cotton. Besides the usual considerations of price and 
quality, Japan is guided in the determination of import sources by such factors 
as current availability of foreign exchange, prospects for developing export mar- 
kets, and the provisions of bilateral trade agreements. The future market for 
U.S. farm products in Japan will depend principally upon the opportunities of- 
fered Japan for earning dollars and whether U.S. products sell at competitive 
prices. 

11. Asian agriculture trails in race with population—An analysis of the food 
supply in each of 12 Asian countries was provided by the food balance state 
ments. In these statements the supply of foodstuffs available for consumption 
within each country from both domestic production and imports is distributed 
across the population, and expressed as calories per capita per day. People 
in only three countries (Malaya, Japan, and Taiwan) are getting enough to 
eat—those in nine other countries are either underfed or living on marginal 
diets. Agricultural production for the area as a whole, though increasing, 
is lagging behind population increases. A great deal of the food eaten in the 
Far East must continue to be imported even to maintain the present low level 
of consumption. The food balances also point out the qualitative inadequacies 
of Asian diets which may be even more serious than the calorie deficiencies. 

12. Agriculturai economies of the Caribbean area studies—A pioneer study 
of the agricultural production, trade, policies, and consumption levels of the 
20 islands of the Caribbean shows that there is a market for farm products 
to meet the expanded consumption of the populace. Imports of cereals, variety 
meats, dairy products, fats and oils, and mixed poultry feeds for the area as 
a whole add up to a substantial amount, with a fair share of these imports 
coming from the United States. 

13. Prospective U.S. demand and erpanded agricultural production in Nica- 
ragua analyzed.—This study deals with the prospective U.S. demands for tropi- 
cal products, such as cacao, rubber, bananas, and timber, that might be grown 
in Nicaragua. With the recent decline in coffee prices and the slowness of 
the cotton market, Nicaraguan officials requested this study to orient their 
agricultural expansion program in the direction of ready markets. The study 
pointed up the need for diversifying agriculture in the direction of additional 
export commodities to increase foreign-exchange earning capacity. 

14. Planting and harvesting dates in Latin America published.—This report 
is especially useful in the field of marketing in determining the exact time at 
which commodities of this area are available on the world markets. It serves 
as a timetable for the exports of seeds or plant propagation material to various 
sectors of the 20 Latin American Republics and in the varying climatic zones 
of the individual countries. 

15. Impact of agricultural development programs in Middle East on competi- 
tion with U.S. products.—A study, including a field trip, was made of agricul- 
tural development programs in Iran, Iraq, and Sudan. Each of these countries 
have predominately agricultural economies which are relatively undeveloped. 
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They have substantial areas of potentially cultivable land which are unused at 
present ; however, much of the expansion possibilities involve irrigation develop- 
wents. With few exceptions, production techniques are backward and produc- 
tion per man or farming unit is very low. All three countries export one or 
more agricultural products which are competitive with U.S. farm exports. 
These countries have economie development programs extending for 5-, 6-, or 
7-year periods. Plans are to increase agricultural and industrial production, 
utilize more fully the natural and human resources, raise the standard of living 
of the people and improve the national economy. The programs include projects 
to increase production of crops designed for export and those to be utilized for 
domestic consumption to reduce imports. In all three countries, emphasis is 
upon greater production of grains and cotton. This increase will largely be 
absorbed by growing domestic consumption; however, expansion is anticipated 
in the exports of some products which will compete, at least indirectly, with 
[.8, exports. These include cotton from the Sudan, barley from Iraq, and possi- 


bly cotton from Iran and Iraq. 
16. Competition and development study of Central and Hast Africa—A com- 


prehensive field study was made on the long-term competitive aspects of agricul- 
tural development programs in Angola, the Federation of Rhodesia and Nyasa- 
land, British East Africa and Zanzibar. It indicates that U.S. tobacco growers 
can expect increasing competition in world markets from Rhodesian tobacco, 
particularly flue cured. Cotton production in British Hast Africa (largest 
producer in the area) is not expected to increase significantly in the near future. 
While some of the countries visited have been exporters of corn in recent years 
to European markets, only in Angola is there a definite program to encourage 
export production. There is a steadily growing shift from a subsistence to &« 
cash agricultural economy, with increased urbanization and industrialization. 
Also, there is major emphasis upon production of complementary export crops 
such as tea, coffee, pyrethrum, sisal, and other tropical products. The only 
major exception is in the Rhodesias, where tobacco provides 15 to 17 percent 
of the export income, and minerals over 60 percent. There is increasing inter- 
country trade in agricultural commodities in the area surveyed. Within a short 
time the United States has lost its small tobacco market in British East Africa 
because of systematic development of improved flue-cured tobacco production in 
Tanganyika plus some increased imports from the Rhodesias. Tanganyika 
doubled its exports of non-flue-cured tobacco types in 1957. 

The study also reveals (1) the steadily increasing imports of wheat flour in 
Angola and the Rhodesias, and a potential new market for wheat in British 
East Africa (provided the restrictions on dollar wheat are overcome); (2) 
the expanding market for tallow in the Rhodesias (imports doubled since 1955) ; 
(3) anew moderate market for cotton in the Rhodesias. 

17. Comprehensive statistical study of U.S. agricultural trade with west Asia 
and Africa.—West Asia and Africa have been providing larger market outlets 
for agricultural products. Evidence of significant trends—increased urbaniza- 
tion and cash economies, rising standards of living, implementation of large- 
scale development programs, and rapidly increasing population in west Asia and 
Afriea—indicates that these areas will continue to provide growing markets 
for agricultural products in the future. To share progressively in these markets 
US. agricultural trade must be informed of rising trends and kept advised of 
long-range potentials. This comprehensive statistical study is one step toward 
providing such basic information. For the first time detailed series were estab- 
lished on U.S. agricultural trade with all west Asian and African countries from 
1935 to 1956. Figures are also given by commodity groups and principal com- 
nodities from 1953 to 1956, covering both exports and imports. 

18. Ghana’s agricultural production and import market—A brief but com- 
prehensive bulletin was published on Ghana’s agriculture and trace in farm 
products. This study emphasizes the increasing importance of Ghana as an im- 
porter of a wide variety of agricultural items. Ghana, with 4% million popu- 
lation imports about as much agricultural products as Nigeria with nearly 35 
million people. This new independent member of the British Commonwealth is 
particularly important as an increasing importer of U.S. flour. Flour imports 
from all sources increased from 34,700 long tons in 1956 to 49,860 tons in 1957. 
It is also an increasing market for tobacco, processed milk, variety meats, and 
other agricultural products. The study also analyzes the importance of cocoa 
in Ghana’s economy. Ghana is the largest producer of cocoa for the world 
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market. This study is one of a series of publications on the agricultural trade 
and production of the major countries of Africa. 

19. Agricultural trade statistics for Africa and west Asia.—Statistical tables 
summarizing foreign agricultural trade have been prepared for 34 countries jp 
Africa and west Asia. They are being used by FAS and other Government 
agencies in developing recommendations affecting U.S. agriculture. The stg. 
tistics provide a basis for analyzing trends in agricultural trade patterns. Such 
information is necessary to American exporters in developing markets for US, 
agricultural commodities, and in evaluating the competitive aspects of foreign 
agriculture. 

20. Analysis of critical agricultural conditions in strategic Middle East—An 
analysis of the food needs in Jordan, Saudi Arabia, and Iraq shows the prevail- 
ing patterns of agricultural production, trade, and consumption in those coun- 
tries. Large food deficits were pointed out in Jordan and Saudi Arabia, and 
large grain surpluses in Iraq. Another analysis of the problem surpluses in the 
Middle East was used effectively in implementing action programs relative to 
critical crop surpluses in Lebanon and Sudan. 

21. The Netherlands converts U.S. feed grains into livestock products for 
export.—As the first of a series, an article on “Dollar Markets Abroad, the 
Netherlands” deals with an aspect of our trade relations with this good customer 
which is sometimes overlooked: The role of Dutch agriculture as an intermedi- 
ary between U.S. agriculture and the ultimate consumer. The Netherlands buys 
large quantities of our products, partly for Dutch consumption, partly for 
transshipment, and partly for processing or reconversion and reexport. Of great 
importance is the conversion on Dutch farms of U.S. feed grains into livestock 
products for export. 

In 1956 the Dutch imported over a million tons of U.S. feed grains and over 
300,000 tons of oilseeds. This, it is calculated, accounts for the production of 
1,464 million eggs, 150 million pounds of cheese, and 380 million pounds of pork. 
In relation to total Dutch exports, it means that over 60 percent of Dutch egg 
exports, nearly 75 percent of the cheese exports—both very important in world 
trade in these commodities—and more than the total Dutch export trade in port 
were produced with the aid of U.S. feed. 

22. Price supports in the United Kingdom.—Measures taken in the United 
Kingdom to encourage agricultural production or facilitate imports from the 
Commonwealth are of special importance to U.S. agriculture which counts the 
U.K. market among its best. U.K. policies are quite unique in that they mainly 
rely on deficiency payments for the support of farm prices rather than on market 
regulation. 

This study describes the system in force, its objectives, operation, and cost 
as well as the significance of recent changes. Aiming originally at greater pro- 
duction, policies in the past few years have emphasized productivity and certain 
shifts in production. Specifically, the price guarantees for feed grains, fat cattle, 
sheep, and lambs have been increased ; those for wheat, hogs, and eggs reduced. 
Some authorities feel that the guaranteed price structure should encourage shift 
of resources away from agriculture, and small steps have been taken in that 
direction, but recent legislation sets narrow limits to the annual rate of decrease 
in supports. 

23. Appraisal of the agricultural economies of the East European countries.— 
Eastern Europe—the region comprising Poland, East Germany, Czechoslovakia, 
Hungary, Rumania, Yugoslavia, and Bulgaria—was an important agricultural 
exporter before World War II, competing with the United States especially in 
the West European grain markets. Agricultural recovery since the war has 
been slow, and in recent years the region has been a net importer of food. A 
study has been undertaken of the situation in each of the seven countries to 
point up factors that will determine future developments and the competitive 
potential of the region. Reports on two have been completed. 

(a) East Germany: This report gives an account of the breakup of large 
estates into smaller holdings as well as the creation of collectivized farms. 
These changes in farm tenure are largely responsible for the drastie decline in 
agricultural production and productivity. The resulting change from export 
surpluses to import needs between 1936-38 and 1954—56 is striking, and continued 
dependence on imports is indicated even if present production goals are achieved. 

(b) Bulgaria: In this country, where holdings were small already before 
the Communist land reforms, collectivization has gone farther than in the other 
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Fast European countries. There have been shifts in production from grains to 
industrial crops (oilseeds, cotton, etc.). Though the overall index of farm pro- 
duction for the last 4 years, as caleulated in this study, stands above ae vs 
capita production is considerably below the prewar level in the livestoc] a a 
and has reached the prewar level for all products only in exceptionally gooc 
crop years. 4 gricultural products, which formerly accounted for all but 5 per- 
cent of Bulgaria’s exports, now provide less than half. There is no prospect 
that Bulgaria will reappear as an exporter of agricultural products to the West 
in any substantial degree in the near future. , : 

24. Competitive position of U.S. farm products abroad summarized in annual 
revicw.—This report was issued in January 1958 as one of the four annual re- 
ports published by FAS. It summarizes the world agricultural situation for in- 
dividual crops and livestock products and the export outlook for U.S. agricul- 
tural commodities. The analysis covers the restrictions, obstacles, and other 
problems involved in exporting farm products. It shows that world trade in 
agricultural products is highly competitive and that in seeking foreign markets 
the United States faces continued high production throughout the world. Other 
exporting countries are intensifying their programs to maintain or expand ex- 
ports of farm products. At the same time, many importing countries are at- 
tempting to increase production—often uneconomically—to limit agricultural 
imports and save foreign exchange for industrial development. Thus, govern- 
mental intervention in agricultural production and trade has become a universal 
practice. This intervention and other factors affecting world agricultural pro- 
duction and trade needs to be analyzed on a continuing basis and summarized at 
least annually so U.S. agriculture can keep abreast of significant foreign de- 
velopments. An analysis of this type shows where the United States can take 
the most profitable steps in its efforts to lessen or to prevent further increases in 
trade barriers against our agricultural products in world markets. It also 
indicates where improvement is needed in U.S. products and marketing methods 
tomeet foreign competition. 

25. Interfiber competition study in Western Europe—A survey was made of 
the major Western European textile markets to assess the competitive position 
of U.S. cotton and to determine the changes that have occurred since the previous 
study in 1956. Cotton and rayon staple fiber are directly substitutable. There- 
fore, the price and supply relationships between cotton and rayon are most im- 
portant to the competitive position of each fiber. 

In Austria, Germany, and the Netherlands, cotton consumption has increased 
steadily for the past 4 years, while the consumption of rayon staple in these 
countries has shown erratie trends. In Belgium, France, and Italy, cotton con- 
sumption has increased during the last 3 years despite the strength shown by 
rayon staple fiber during that period. Between 1956 and 1957, total cotton and 
rayon mill consumption in these six countries and the United Kingdom expanded 
from 7.4 million to 7.8 million bales. Cotton gained both relatively and actually, 
rising from 5.8 million bales in 1956 to 6.2 million bales in 1957. 

This improvement was brought about largely by the competitive pricing of 
US. cotton that resulted from the U.S. export sales program which began early 
in 1956. In addition to the price factor, cotton promotion programs sponsored 
jointly by the USDA, Cotton Council International, and foreign cotton promotion 
organizations seem to deserve a good share of the credit for the swing back to 
cotton. The popularity of cotton fashions and the new finishes for cotton fab- 
tices have also contributed significantly to cotton’s expanded use. 

26. Competition. study of Africa’s cotton production potential.—An on-the-spot 
study was made of the cotton production potential of Africa. Average produc- 
tion over the past 5 years has been about 3.3 million bales, or 8 percent of world 
production. Egyptian prodution has been relatively stable and since 1953 repre- 
sents roughly one-half of the African total. The most recent 5-year average 
production of the other countries, however, totals 25 percent more than their 
combined cotton crops for the year 1950, the year in which an earlier USDA 
study was made. 

This study showed that the total production of upland-type cotton may continue 
to increase over the next 5 years, at a slower rate than in the period since World 
War II. It is expected that only a small part of the increase will be used to 
sipply the gradually growing cotton textile industry in Africa, leaving most of 
the increased production to be reflected in increased exports. 
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All cotton produced in Egypt and 90 percent of thar grown in the Sudan js 
Egyptian-type cotton. In Egypt there appears to be little likelihood of a sub 
stantial uptrend in cotton production, because of the pressure on limited re. 
sources—irrigation water and land—and the necessity to grow food crops for the 
increasing population. In the Sudan 800,000 acres of cotton land are to be added 
at intervals beginning in 1959. Furthermore, the possibility of both an increased 
allocation of irrigation water under a revised Nile Waters Agreement and a new 
storage dam at Roseires have raised Sudanese hopes for still additional increases 
in cotton acreage. 

Cotton's position in the other countries of Africa is markedly similar. Prae. 
tically all is upland type, produced in areas that are colonies, trust territories, 
or protectorates of European nations, and grown under native “peasant” or 
“bush” culture. European government administrators and European profes- 
sional research personnel in Africa have attached considerable importance to 
the expansion of cotton production because of the desirability of the native 
having a reliable cash crop, and because of the cotton requirements of the 
European countries with which the producing areas had political ties. Research 
work has resulted in the development of well-adapted varieties for almost all of 
the producing areas. Furthermore, improved cultural methods that are well 
within the means of the native cultivator are well known, but their acceptance 
has been slow. 

27. Dairy competition from Denmark.—A survey indicated that Denmark 
enjoys several competitive advantages in international trade in dairy products 
which are not available to U.S. exporters. First is a rigorous and comprehensive 
quality control on all butter and cheese exported from Denmark. This control 
is jointly administered by the dairy industry and the Government of Denmark 
and has enabled Danish butter and cheese to develop and maintain an enviable 
reputation in world markets. Second is a closely knit, industry-administered 
quantity and price control on all exported butter and cheese. This is done 
through so-called butter and cheese committees which, every week, allocate 
supplies to markets abroad and fix export prices for separate butter and cheese 
pools. <A third competitive advantage is the ability to undersell U.S. exporters of 
evaporated and dry whole milk by more than $1 per case on evaporated milk and 
12 cents per pound on dry whole milk under recent cost conditions. No subsidies 
to the industry, direct or indirect, have been or are employed. 

28. Dairy competition in Holland.—A study indicated that Holland must use 
about 45 to 50 percent of its arable area in permanent grass, because of soil 
and water conditions. Most of this area is, and will remain, devoted to milk 
production as the most intensive use to which it can be put, even at low levels 
of price and profitability. In addition, the Dutch Government, through legisla- 
tion, has encouraged the domestic dairy industry to develop and maintain a 
closely controlled and rigorous export quality program and a closely controlled 
system of quantity allocation of exports to various markets abroad, administered 
prices, and product equalization pools for distributing returns to processors and 
milk producers. Finalky, in addition to direct government financial assistance to 
the dairy industry, an indirect subsidy to the export manufacturing side of the 
industry is made available through a complicated fluid-milk pricing and account- 
ing mechanism. By means of this system, domestic consumers of fluid milk 
contribute a varying export subsidy. Exact details of pricing and pooling have 
not been determined, as the system is considered confidential by Dutch Govern- 
ment and industry authorities. 

29. World competitive position of U.S. oils and oilseeds analyzed.—The United 
States is the world’s leading producer of oils and oilseeds and its enviable posi 
tion in the international market is enhanced by large exportable supplies of these 
commodities. Without them importing countries would find it difficult to meet 
their requirements for edible oils as the amounts available for export from other 
countries fall short of what is needed. Despite this enviable position, we face 
competition from many sources, such as peanuts from Africa and soybeans from 
China. In addition, coconut and palm oils also compete to some extent with 
U.S. oils. Where the United States gains most in world markets is through its 
large exportable supplies of soybeans since Europe has a sizable modern crushing 
industry. Since the trend in many of the other oilseed exporting countries is 
crush the seed locally and only export products, Europe has increasingly turned 
to the United States for raw materials. ; 

Over the long term, prospects for U.S. exports of edible oils and oil 
seeds appear bright. Population increases and the upward trend in per capita 
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consumption suggest an expanding market. Also, it is not likely that foreign 
production will show any sudden major expansion. However, this does not mean 
that there may not be times when the United States will have difficulty in moving 
large supplies. But in the long run, exportable supplies, though large, should 
be able to move in the export market. 

20. Fats and oils economy of India analyzed.—A survey was completed on the 
fats and oils economy of India, a country which formerly was a major exporter 
of fats and oils. The major conclusions are that production of oilseed crops in 
India, especially peanuts, will continue to increase in the next few years, but 
that domestic demand is likely to rise so rapidly as to prevent an expansion in 
India’s exportable supplies of edible oils. Except on a few rare occasions, these 
have constituted only a minor part of total world exports during recent years. 
The report will give background statistics and a long-term appraisal of the In- 
dian situation that will be useful in interpreting current developments, particu- 
larly as they affect the outlook for exports of U.S. edible vegetable oils. 

31. Chilean deciduous fruit industry expanding.—A study was made in the 
spring of 1958 of the Chilean deciduous fruit industry, which in prewar years 
was an important exporter of fruits. In recent years Chile has been increasing 
its exports and striving to regain its position in the world’s markets, shipping 
soft fruits and table grapes to the United States, and apples and prunes to 
Europe. Production of these items is increasing and exports are trending up- 
ward. Also, Chile competes with the United States in other South American 
countries for the canned fruit and vegetable market. The Chilean Government 
is repealing taxes and fostering fruit exports. These factors coupled with the 
low-production costs are expected to continue the increase in exports. 

32. Argentina fruit industry study.—Argentina is an important Southern Hem- 
isphere producer and exporter of deciduous fruits. A study of this industry was 
made in the spring of 1958. Production in Argentina is expanding and exports 
are increasing steadily. The relatively low production cost tends to offset the 
long distance transportation. Thus, these trends are likely to continue and the 
United States will meet greater Argentine competition both at home and abroad. 
Also, a survey of the citrus industry in Argentina covering the production costs, 
grading, utilization market organization, and the competitive prospects of 
Argentine citrus has been completed. Argentina may become a more important 
competitor in the Furopean markets during the summer season. 

88. Mediterranean dried fruits provide significant competition to dried fruits 
produced in the United States.—Surveys of the dried fruit industries in Portugal, 
Greece, and Turkey were undertaken in the winter of 1957-58. Large quantities 
of dried figs from each of these countries are exported to the United States. 
US. raisins are exported to European markets in competition with Greek and 
Turkish supplies. It is important to the U.S. trade and to producers of these 
items to know more of the costs of production, grading, marketing organization, 
ind Government policies in these competing countries. 

d4. Brazil’s potential to increase wheat production analyzed —A study was 
was made to ascertain the potential of Brazil, a high cost wheat producer, to 
expand its wheat production and to determine the probable trend of future 
imports. The Brazilian Government is engaged in a broad program to expand 
domestic wheat production and thereby reduce foreign exchange needs for wheat 
imports. Brazil is the largest wheat importer in the Western Hemisphere. Per 
capita consumption, relatively low, is increasing. The principal incentive for 
increased production is the maintenance by the Government of a guaranteed 
hinimum price for home-grown wheat. 

The study shows that domestic production, despite high costs and serious inade- 
quacies in transportation and storage facilities, has provided an increasing share 
if the Brazilian requirements, but that consumption is increasing more rapidly 
than production, so that imports also have had to be increased. Indications are 
that, despite high price supports and the Government’s wheat expansion program, 

razilian wheat production is not likely to increase as rapidly as consumption, 
vecause of steadily increasing population and unfavorable conditions for large 
“ale wheat growing. Therefore, a continued upward trend in imports may be 
inticipated. However, the quantities imported and total consumption will vary 
Mm year to year in accordance with availabilities under trade agreements with 
Argentina and Uruguay and the dollar exchange situation with respect to imports 
from the United States and Canada. 
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35. United States supplies bulk of world bread and feed grain imports—A 
study was completed and published showing bread and feed grain exports by 
eountries of destination from the United States and its principal competitors 
and from all other countries during each of the preceding five marketing seasons, 
compared with annual averages for individual 5-year periods running back to 
1909-18. The study reveals that while most foreign countries now depend 
mainly on the United States for their import requirements of bread and feed 
grains, competition for export outlets is keener today than at any time in 
history. 

Not only administrative agencies of the Government concerned with interna- 
tional trade problems but also the Nation’s grain producing and trading inter. 
ests, research agencies, financial institutions, and transportation interests, have 
long manifested a need for the information contained in the report. This infor- 
mation, available nowhere else in the world, is particularly valuable to market 
development specialists in determining levels of competition with which the 
United States is actually confronted in world markets and areas where trade 
promotional programs would appear to be most promising. 

36. Price cutting not likely to help expand feed grain exports.—A study was 
made to determine the probable impact of price reductions for U.S. feed grains 
on U.S. feed grain exports to 16 countries, (2) cif. (cost, insurance, and 
freight) prices for U.S. feed grains, (3) prices at which such U.S. grains are 
sold to farmers in those countries, (4) prevailing foreign governmental price 
supports, and (5) comments on their feed grain policies. 

Conclusions were that a reduction in U.S. export prices would not result in 
substantially increased exports to any country as long as the government of 
that country finds it necessary (a) to conserve dollar exchange; (b) guarantee 
support prices for homegrown grains in order to attain a larger measure of 
self-sufficiency; and (c) regulate imports to achieve any of those objectives, 
On the contrary, price reductions by the United States would force the adoption 
of compensatory and retaliatory devices by both deficit and competing surplus 
producing countries. The report recommends various actions which can be 
taken to expand U.S. feed grain exports. 

37. U.S. hops confronted with increased competition in world markets— 
Recent studies indicate plans for acreage expansion in hops-exporting areas of 
the world because of high prices for hops and an upward trend in beer con- 
sumption. This will result in substantially increased competition for U.S. 
exports within the next 2 or 3 years. 

U.S. hops are competitive both quality and pricewise in all world markets. 
Exports in 1956-57 reached an alltime record level of 16 million pounds and 
are likely to exceed that level in 1957-58. The strong demand of U.S. hops in 
foreign countries reflects (1) an upward trend in beer consumption; (2) rela 
tively low prices for U.S. hops; by foreign breweries that U.S. hops: are 
equal in quality to the best European product; and (4) trade promotional activi- 
ties of the U.S. hops industry and the Foreign Agricultural Service. Included 
in the latter was an exhibition of U.S. hops and of U.S. production and process 
ing techniques in Belgium last September. 

38. U.S. trade in livestock, meat and meat products analyzed—tThis 
annual circular was expanded in the coverage and analysis of the U.S. 
foreign trade in livestock, meat, and meat products. The current status of the 
international market was examined as to why certain U.S. _ products 
were less competitive, and the types of measures adopted by competing coun- 
tries to maintain their share of the available market. Detailed statistical 
analyses were made of the movement of commodities, potential markets abroad, 
and actions of importing countries in applying certain measures to limit or ex- 
clude exports. 

39. Mewico’s livestock and meat industry surveyed—An analysis was made 
of the livestock industry of Mexico as it affects U.S. exports of live 
stock, meat, and meat products to that country. Trends of production, consump 
tion and potentialities of the country in regard to self-sufficiency were analyzed. 
The publication points out the importance of Mexico as an export market for 
the U.S. livestock industry. It also surveys the Mexican Government's 
measures in expanding its own livestock industry and the problems which arise 
for the United States as a competitor in this action. 

40. France’s livestock and meat industry analyzed.—The study analyzes the 
historical development of the livestock industry of France and the recent Govert- 
ment policy toward making France an exporter of meat and meat products. 
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France is competing very actively with U.S. lard exports, especially to West 
Germany and the United Kingdom. The study analyzes subsidies and other 
measures France uses to expand its export markets in Europe and the new de- 
vices adopted by the French Government which prohibit much of U.S. exportable 
meat products to that market. 

41. Canadian tobacco production and trade.—Production is likely to increase 

mainly in response to rising domestic demand but also in line with a further ex- 
pansion of exports. Production is efficient but most of the expansion in exports 
js due to the preferential import duty in the United Kingdom and certain other 
British Commonwealth areas. Prices, already high in comparison with those for 
similar quantities of U.S. flue-cured, are likely to rise further with the new mar- 
keting system. The Department is watching with interest the new auction 
marketing system but it is too early to make valid conclusions relative to its 
ffects. 
' 2. Oriental production and trade.—Production and exports have recently in- 
creased Sharply and this is likely to continue but at a less rapid rate. Most of 
the exports are from Turkey, Greece, Bulgaria, and Yugoslavia. Bilateral agree- 
ments with tobacco exchanged principally against manufactured products is an 
important factor in the rising exports, particularly to Western Europe. To- 
bacco farmers are already receiving a “bonus” in Turkey to prevent export 
prices from rising; the Greek Government is purchasing to stabilize prices (and 
js expected to export directly such stocks to Iron Curtain areas) and the export 
of Bulgaria and Yugoslavia are all handled by Government agencies. With ris- 
ing industrialization, rising export prices of tobacco will tend to curtail rising 
exports unless there is a further subsidy to exports. 

43. Competitive world tobacco export prices—Analysis of data, by type of 
leaf for the 1950-57 period have not been completed but certain conclusions can 
bemade. Preliminary results indicate that the average export prices per pound 
for foreign leaf are below those for similar U.S. types. The prices of the medium 
and low quality foreign leaf are well below prices of similar grades of U.S. leaf. 
The U.S. prices of the higher quality cigarette types, especially flue-cured and 
Maryland, are competitive with or lower than the higher quality grades of foreign 
leaf (particularly Rhodesian flue-cured). 

4. Tropical commodity analysis.—Coffee, sugar, cocoa, tea, hard fibers, and 
spices represent by far the largest portion of U.S. agricultural imports, 
and make dollars available for many producing countries (especially in Latin 
America and Africa) to purchase U.S. agricultural commodities. Situation 
papers were prepared from time to time On various of these commodities in 
connection with United Nations meetings on commodity problems and inter- 
tational study group meetings. Many service requests are made by industry, 
foreign countries and the public regarding these commodities. 

45. Estimating production of tropical commodities.—Reliable and timely in- 
formation regarding production and trade of coffee, cocoa, sugar, hard fibers, 
ind other tropical products is very important to the United States. No other 
source, Government or private, has so extensive coverage as is now used in 
wllecting and analyzing tropical crop data. This coverage has recently been 
extended, and wider acceptance of estimates and reports is being given. Circu- 
lars on production and trade are published as pertinent information becomes 
wailable on these tropical products. Short items of current interest are pub- 
lished in the weekly Foreign Agriculture publication. 
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46. Proceeds of sales increased by negotiation of more fa vorable exchange rate 
provisions.—In countries with a multiplicity of exchange rates, negotiation of 
Public Law 480 sales agreement involves obtaining an exchange rate for the 
deposit of local currency sales proceeds which assures the United States the 
fairest and best possible monetary return for the commodities furnished, 
Country situations must also be analyzed for changes which will permit more 
favorable exchange rate provisions in subsequent sales agreements. In two 
multiple-rate countries with which sales agreements were concluded in _ fiscal 
year 1958. the official exchange rates applicable to agricultural commodities 
are so low that acceptance of local currency payment at these rates would have 
resulted in an exchange loss to the United States of about 50 percent in each 
ease. After difficult and protracted negotiations, special payment arrangements 
were obtained which virtually eliminated such losses and greatly increased the 
local currency resources accruing to the United States as the result of the 
commodity sales. 

(a) In the $62.4 million agreement with Turkey dated January 20, 1958, the 
special deposit arrangements will increase the Turkish lira proceeds by the 
equivalent of approximately $23 million (calculated at the exchange rate which 
governs the utilization of the local currency ). 

(b) In the $6.0 million agreement with Vietnam concluded in June 1958, the 
special deposit arrangements will increase the Vietnamese piastre proceeds by 
the equivalent of approximately $800,000. This increase will completely elimi- 
nate exchange losses in the utilization of the local currency proceeds by agencies 
of the U.S. Government. 

47. Sales proceeds from future shipments protected against devaluation of for- 
eign currencies.—To assure that, should the exchange rate system of a country 
be changed during the life of its Public Law 480 sales agreement, the United 
States will receive the benefits of such changes and otherwise continue to be 
paid at the proper exchange rate, most sales agreements negotiations have sue 
cesssfully resulted in the inclusion of exchange rate provisions which accom- 
plish this purpose. During fiscal 1958, the following countries with active title 
I programs devalued their currencies: Brazil, Finland, France, and Iceland. 
Appropriate adjustments of Public Law 480 local currency deposits have beet 
obtained with all these countries except Brazil, which did not devalue until 
May 30, 1958. Successful conclusion of current negotiations with Brazil is 
anticipated. 

48. Further removal of restrictions against U.S. agricultural exports under 
GATT.—(a) During recent months the FAS participated in certain consulta- 
tions in Geneva within the framework of the General Agreement on Tariffs 
and Trade (GATT). These consultations were held to discuss further removal 
of quantitative restrictions against the importation of agricultural and non- 
agricultural products which had been imposed mainly for balance-of-payments 
reasons. As the balance-of-payments position of these GATT member countries 
has improved, U.S. representatives at these meetings have used the opportunity 
to press for removal of existing trade barriers as one means of increasing US. 
exports to our trading partners (chart 8). Some success has been achieved 
as a result of these efforts largely initiated by representatives of the FAS in 
the case of U.S. agricultural products (chart 9). Such efforts were also reit- 
forced, in some cases, by representations through usual diplomatic channels of 
which the agricultural attaché is a part. On June 13, the United Kingdom at- 
nounced removal of the import restrictions and allocated $20 million for imports 
of fresh, canned, and dried fruit from the dollar area for the 1958-59 season. 
GATT countries have removed import restrictions, partially as a result of these 
consultations on a diversity of American farm products. This list covers fruit 
and vegetables (in various forms), some feed grains, certain livestock and poul- 
try products and cotton (chart 10). 
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(b) Western Germany: Also, as its dollar assets have accumulated, Western 
Germany has liberalized its trade with the dollar area. Since January 1, 1958, 
Western Germany has added the following (among other) agricultural items to 
its dollar liberalization list: Live poultry, certain fresh vegetables, fresh citrus 
fruit, pork sausage, tomato preparations, refined oils for inedible uses, vegetable 
juices, and apricots. Considering the marked improvement in its balance of pay- 
ments position, however, existing liberalization of trade in West Germany was 
found to be inadequate in the light of its GATT obligations. As a result, the 
question was subject to special examination in April-May 158, by Germany’s 
trading partners in the agreement. Following this, the Federal Republic was 
strongly urged to reconsider its remaining import restrictions and report the 
results of such reconsideration at a meeting of the contracting parties to the 
GATT in October 1958. Even further liberalization of trade in agricultural 
commodities to this important market may result from these continuing efforts 
in which representatives of the FAS actively participate. 

(c) European Common Market: A continuing appraisal of European 
Common Market area and its impact on American agriculture is being carried 
forward. The six countries—Italy, France, Germany, and the Benelux forming 
this Common Market—entered into a treaty January 1, 1958. Although the 
common external tariff of the community will not be introduced prior to January 
1, 1962 (and only then by gradual stages) many of the proposed rates for agri- 
cultural products are already known and will be subject to negotiation before 
taking effect. In this connection, the major responsibility for assembling and 
analyzing basic trade and tariff data, with respect to agricultural products 
which are covered by direct concessions to the United States from any of the 
six member countries under the GATT, will be the responsibility of the FAS. 
Much work will have to be done during the next 12 months in analyzing the 
potential impact of the proposed Common Market tariff rates on American 
agricultural exports. Continuing consultations on these and other Common 
Market problems will accompany the plan as it develops. Not only the prepara- 
tory work, but also much of the backstopping work for these consultations will 
be one of our major responsibilities during the next several vears. 

(d) Tariff publication: Revision of the publication “U.S. Tariff Rates on 
Agricultural Products” has been completed. This is a timely and up-to-date 
compilation of the U.S. tariff history on all agricultural products since 1930. 
It is felt that this publication will be most useful to governmental as well as 
nongovernmental people. 

49. Agricultural developments in Angola, British East Africa, Rhodesia and 
Nyasaland, and Zanzibar.—On-the-spot study of an area more than half the 
size of the United States, which half a century ago had a subsistence economy 
and today is producing a steadily increasing portion of the world’s agricultural 
and mineral products. The Governments of all the countries in the area are 
spending many millions of dollars annually on improved agricultural production, 
better transportation, more industry, and increased education, and related serv- 
ices. As their world shrinks and their income and production economy improve, 
the people in these countries will become increasingly important as producers and 
consumers to such trading nations as the United States. 

50. U.S. import duties on agricultural products brought up to date.—This 
comprehensive listing of the duties that the United States imposes on agricultural 
products imported into this country was published in fiscal 1958, superseding a 
similar listing issueé in May 1951. 

51. Foreign purchasing ability reported in Foreign Agriculture magazine.—To 
a large degree, dollar holdings of foreign countries determine the level of U.S. 
agricultural exports. In selling in the world market, American agriculture needs 
to know what the dollar purchasing power of foreign countries is. As a means of 
bringing such information to American agriculture, the Foreign Agricultural serv- 
ice began a series of regional summaries in its Foreign Agriculture magazine dur- 
ing fiscal 1958 on the financial position and policies of foreign countries and how 
they affect the U.S. farm product in world markets. Summarized were the 
money troubles of South America, where conditions range from record earnings 
to severe financial crisis; the financial status of the sterling area, the world’s 
largest trading group; dollar trends in the Far East, where economies are mostly 
agricultural and opportunities for dollar sales are chiefly in the future; and 
dollar earnings in Western Europe, which more and more is paying with earned 
dollars for its large takings of U.S. farm products. To come in fiscal 1959 are 
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the dollar outlook in Central America and the economic problems of the 
Middle East. 

AGRICULTURAL ATTACHE 
1. Trade liberalization 

(a) Germany.—The office of the agricultural attaché, in cooperation with the 
Embassy and other authorities, has been effective in continuing to press for 
further liberalization of dollar imports of U.S. agricultural products. Oranges, 
table grapes, canned tomatoes, among other products, have been placed on the 
liberalization list. 

(b) Cuba.—Through negotiation with the Cuban Government the agricultural 
attaché prevented the embargoing of baby chick exports from the United States. 
The Cuban imports of baby chicks in calendar 1957 amounted to $2,160,000. 

(c) Venezuela.—The agricultural attaché persuaded the Venezuelan Govern- 
ment to postpone the requirement that all shell eggs be stamped with country of 
origin. This, if implemented, would have made it more costly to U.S. exporters. 
Venezuela is our largest shell-egg market. 

9, Market development 

(a) Netherlands, Switzerland, Germany.—Prior to 1955, European imports of 
U.S. poultry were insignificant. Through the cooperative efforts of agricultural 
attachés, marketing specialists of FAS, and the U.S. poultry industry, this market 
has substantially expanded. Educational programs, demonstrations, and pro- 
motional activities emphasizing quality and price of the U.S. product have been 
effective. Importations amounting to several million pounds of dressed poultry 
have been made during the past year to Germany, Switzerland, and the Nether- 
lands, with good prospects that additional market outlets may develop in several 
other European countries. 

(b) Peru.—The diligent efforts of the agricultural attaché resulted in a better 
understanding between U.S. sources of supply of poultry and Peruvian consumers. 
Poultry imports increased from 85,000 pounds in calendar year 1956 to 361,000 
pounds in 1957. 

(c) West Germany.—The office of the agricultural attaché in Bonn cooperated 
in bringing three German food scientists to the United States to study food and 
drug regulations and procedures. The project was important because German 
authorities were considering revision of their food laws particularly with refer 
ence to the use of colors and decay inhibitors in the shipment of fresh fruits, 
especially citrus, which could have led to obstacles to the importation of certain 
U8. food products. 

(1) London.—The office of the agricultural attaché played an important part 
in the negotiations which led to dollar access to the British market for U.S. 
fresh and processed fruits and vegetables. 


8. Public relations 


Agricultural attachés strive constantly to strengthen relations and mutual 
understanding with foreign countries on agricultural policies and programs by 
means of speeches at public gatherings, preparing materials for local publica- 
tions, and through the distribution of educational materials supplied by FAS 
ind U.S. trade and business associations. Examples are: 

(a) Manila.—Through cooperative action by the offices of the agricultural 
attaché and USIS, a comprehensive release received wide distribution through 
the Philippine press upon the arrival of shipments of U.S. cotton which described 
aid explained the Philippine-American agreement and arrangements under 
which the cotton was made available, as well as other pertinent information 
concerning trade between the Philippines and the United States. 

(b) New Zealand.—A detailed article of explanation and interpretation of 
the U.S. surplus disposal policy and program prepared by the oflice of the agri- 
‘ultural attaché in New Zealand had wide distribution in that country. The 
article emphasized the precautions taken by the United States to minimize 
favorable impacts on countries importing similar products, and pointed out 
that American action in withholding commodities from markets have sub- 
‘lantially improved prices in all countries. 

_(¢) Canada.—The office of the agricultural attaché assisted in the prepara- 
toh of a speech given by the American Ambassador to Canada at Hamilton on 
United States-Canadian relations. The speech received wide acclaim on both 
‘ides of the border and the Ambassador gave special credit to the attaché for 
‘sisting with the basic information presented, 
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(d) Australia—tThe agricultural attaché accompanied the U.S. Ambassador 
and the naval attaché to Papua and New Guinea. A comprehensive report hag 
been received with a detailed agricultural section written by the agricultural] 
attaché. 

4. Reporting 

The offices of agricultural attachés have maintained during fiscal 1958 a con- 
tinuous flow of information to keep the U.S. agricultural industry informed of 
actual and potential developments in agricultural policies and programs in the 
countries of their assignment. This included the preparation and submission 
of over 4,000 scheduled agricultural reports in addition to voluntary reports, 
letters, cables, and memorandums of which no official count is maintained To 
collect, organize, and verify this mass of information from both official and un- 
official local sources required much ingenuity and resourcefulness as well as 
extensive travel and personal contact among Government officials, producers, 
processors, and trade representatives by our agricultural representatives. The 
attaché posts are shown on the following map. 

5. Inservice training 

Included among the several activities carried on by FAS to improve the 
efficiency of its field staff were: 

(a) Market development conferences of agricultural attachés and officers for 
the purpose of receiving instructions from USDA officials on U.S. marketing 
policies, programs, and procedures, of presenting and clarifying marketing prob- 
lems arising in the countries of their assignment, and to exchange views on effec- 
tive methods and procedures for market development and trade promotion. 

(b) Several local agriculturists employed in agricultural attaché offices were 
sent to the United States in connection with market development projects to 
receive orientation on the use being made of information supplied from the 
foreign posts, and to acquaint them with certain aspects of American agriculture. 


6. Foreign currencies used to strengthen attaché program 


In commenting on the activities of the Foreign Agricultural Service, 
the House committee in its report proposed that the Department continue to 
expand as needed its market development activities from Public Law 480 cur- 
rencies, as authorized under sections 104(a) and (f) of that act, in order to 
support a more adequate attaché organization. The Senate committee in its 
report directed the Department to use counterpart funds (foreign currencies) 
to fill the vacancies urgently needed for attaché and supporting staff, and to use 
these funds to the fullest extent possible, for all foreign expenditures. 

Beginning with the fiscal year 1959, the equivalent of approximately $200,000 
of section 104(a) currencies in countries where available will be used by FAS 
for such expenses as Salaries of local employees engaged in regular attaché 
activities, quarters and post allowances for the American employees, leases and 
utilities for attaché offices and for residences of American employees, and for 
some international travel which was previously charged to appropriated funds. 
The appropriated funds thus released by the use of foreign currencies will be 
used to strengthen the attaché services which were curtailed, or will be used 
at other points where prospective accomplishments may be more promising or 
where the Service has not been able to provide adequate staff representation 
and services. It is planned to use a similar amount in 1960 for this purpose, 
provided foreign currencies are available. 


FOREIGN MARKET PROMOTION 


1. Technical liaison service program builds markets for U.S. Cotton.—Over 
100 conferences and discussions on cotton technology were held with importers, 
merchants, mill owners, technical personnel in private and Government re 
search laboratories and other related interests in 11 Western European cout- 
tries. The purpose was to provide technical information on the superior quali- 
ties and fiber properties of U.S. cotton, the use of standardized fiber tests and 
test methods as a guide in buying, selling, and processing, and to facilitate the 
mutual exchange of technical developments in the field of cotton fiber and tex- 
tile teclinology. 
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This technical liaison service program has been enthusiastically received and 
approved by all segments of the cotton industry. - The foreign importers and mill 
interests are highly appreciative of this program and state that it is very use- 
ful in creating a better understanding of the technological aspects of mer- 
chandising and processing U.S. cotton. Although the cotton technologist spent 
most of his effort in Western Europe in 1958, the program is conducted on a 
worldwide basis with all friendly countries who buy U.S. cotton. In the pre- 
yious year the cotton technologist worked with the industry in Japan, India, 
Pakistan, and other Asian countries. 

2. Marketing specialists appraise foreign markets for cotton.—Cotton market- 
ing specialists continued to study and appraise the demand and market condi- 
tions affecting the sale of U.S. cotton in foreign countries. Surveys were made 
in most of the European countries that import U.S. cotton, and market prospects 
and conditions were analyzed in Japan, Australia, Philippines, Hong Kong, India, 
Pakistan, and several other Asian countries. The market surveys and industry 
contacts serve as a basis for informing U.S. cotton exporters and other trade 
groups about foreign market prospects and developments. The foreign contacts 
also provide an opportunity to inform foreign cotton importers and mill interests 
about marketing programs and conditions in the United States that have an 
important bearing on the sale of U.S. cotton in export markets. The marketing 
specialists also learn of the problems and complaints of foreign importers and 
nills about the marketing and handling of U.S. cotton that are important in the 
further development and maintenance of the export market. 

3. World cotton acreage and production analyzed.—Reports are released three 
times each year as a part of the world crop reporting system maintained by FAS. 
Analyses are made by countries of the trends in cotton acreage and production 
and policies of foreign governments that affect cotton production. Crop condi- 
tions are reported for producing countries, and prospects and intentions of for- 
eign production are indicated. These reports provide American producers and 
exporters with information on export markets during period as much as a year 
ahead. 

4. World cotton trade studied —A country-by-country analysis of cotton ex- 
ports and imports is published semiannually as an FAS circular. A full set of 
trade statistics, included in each report, shows principal sources and destina- 
tions of world trade Particular attention is given to analysis of U.S. export trade 
and factors affecting it, as well as U.S. cotton export programs as they relate to 
trade of other countries. Emphasis is also placed on the outlook for U.S. and 
world cotton trade. 

5. World cotton supply and demand projected.—These semiannual reports, 
together with statistical balance sheets maintained throughout the year, provide 
the principal basis for U.S. export trade projections as much as 1 year in advance, 
Export trade outlook data enter into calculations of price supports and acreage 
allotments for the coming year, and are used by governmental agencies and pri- 
vate business in developing export programs or plans for a year or more ahead. 

6. U.S. exports of dairy breeding cattle analyzed.—The first statistical report 
on U.S. exports of dairy breeding cattle was published covering the period Janu- 
ary-June 1957. Data were obtained from the official health certificates issued 
by the Agricultural Research Service at time of inspection for export. These 
data were analyzed and published by breed, country of destination, age, sex, 
and State of origin. The dimensions and structure of the world market for 
high-quality U.S. breeding cattle, as presented in this circular, are basic to the 
efforts to further develop and expand this profitable trade. Data for the period 
July-December and annual 1957 was published March 25, 1958, and was the second 
ina series of reports to be published every 6 months. 

7. Poultry market expanded.—As a result of the successful introduction of 
US. frozen ready-to-cook poultry into West Germany and of the market de- 
velopment program carried out in cooperation with industry, the West German 
Government in fiscal 1958 issued dollar tenders for this product in the amount of 
approximately $2.4 million. A group of German importers visited the United 
States at their own expense to observe production and processing methods and 
to make direct contacts with U.S. exporters. 

U.S. ready-to-cook poultry is now being introduced in Italy under a Public 
Law 480 program providing for $1 million of this product. The Netherlands 
Government has agreed to issue import licenses for U.S. ready-to-cook poultry. 
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Switzerland has also developed into a major market for U.S. poultry. In 1957, 
exports to this country amounted to 7 million pounds as compared with 3 million 
pounds in 1956. 

8. Olive oil supply situation studicd.—Since the enactment of Public Law 
480, large quantities of edible vegetable oils have been exported under title 
I. The largest sales under this program have been to countries in the Medi- 
terranean Basin, countries that are major producers—in fact, some, major 
exporters—of olive oil. Knowledge of the supply-and-distribution picture on 
some of those countries is invaluable to plans for export sales of U.S. edible 
oils. For this reason the Foreign Agriculture Circular, “Olive Oil Production 
in Mediterranean Basin,” of July 22, 1957, served a useful purpose by bringing 
together the facts on the olive oil supply picture. 

9. Information published on world production and trade of the major fats, oils, 
and oilseeds —An 82-page compendium of facts and figures was issued as a 
cireular entitled “Fats, Oils, and Oilseeds; World Trade and Production”, 
under date of November 18, 1957. This publication depicts clearly the important 
role played by the United States in supplying soybeans, soybean and cottonseed 
oils, lard, flaxseed and linseed oil, tallow, and greases to world markets. Also, 
it contains much detail regarding trade of competing countries. 

10. U.S. exporters given better and more detailed information on oil and 
oilseed markets.—Since World War II production of soybeans in the United 
States has expanded at a rate far beyond the expectation of most authorities 
in the fats and oils field. Consequently, the urgency has been intensified for 
linding foreign market outlets for supplies of soybeans, edible oils, and vegetable 
meals that have exceeded domestic requirements. Prospects are that with 
U.S. production of soybeans having set a new record in each of the last 4 
years, the need for detailed trade information as regards this important oilseed 
has become acute. Thus, there was issued the circular, “U.S. Exports of Soy- 
beans and Edible Oils at Alltime High in 1956-57; Oilseed Imports Lower,” 
as of December 6, 1957. 

11. World flarseed situation analyzed.—Although the U.S. flaxseed crop in 
1957 was the smallest in several years, the Commodity Credit Corporation never- 
theless in the spring of 1958 was required to take title to nearly 3 million bushels 
of flaxseed placed under the 1957 price support program. A report issued as a 
Foreign Agriculture Circular, “World Flaxseed Production and Supplies Down 
Sharply,” dated May 1958 contains a thoroughgoing analysis of the world supply 
situation pointing up aspects of foreign competition. The United States normally 
is one of the world’s three leading exporters of flaxseed and linseed oil. 

12. World soybean situation studied.—World soybean production in 1957 estab- 
lished a new record. United States production which reached an alltime high, 
was chiefly responsible for the gain in world production from the previous year. 
With production of edible oilseeds in certain competing areas of the world at new 
high levels, and quantities from other sources readily available to importing 
countries, the CCC was required to take over record supplies of soybeans from 
the 1957 crop. To furnish information in determining CCC policy regarding 
disposition of these supplies, the circular “World Soybean Products at Record 
Level Fourth Successive Year,” was issued. 

13. Material proposed on tung oil and tung nuts for tariff hearing.—Much 
material was prepared for the Department's position for the public hearing held 
before the Tariff Commission on March 10, 1958, for the purpose of the Commis- 
sion’s determining whether to recommend to the President that imports of 
tung nuts should be restricted (that is, that the oil equivalent of such imported 
nuts should be charged against the quotas for oil announced by the President on 
September 9, 1957, under the authority of section 22). In conjunction with the 
hearing, a formal extensive statement was submitted to the Commission recom- 
mending that the oil equivalent of any nuts imported should be charged against 
the quota for tung oil. 

14. Further liberalization of imports of American fruits and vegetables to 
BLuropean markets.—Efforts to obtain liberalization of trade in European mar- 
kets were continued through direct representations to foreign Governments, a8 
well as under the auspices of the General Agreement on Tariffs and Trade. 
Principal developments for the fiseal year 1958 include: 

(@) Austria liberalized imports of fresh grapefruit. 
(b) Denmark liberalized imports of all tree nuts. 
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(c) Germany extended liberalization to fresh table grapes, fresh citrus 
fruit, fresh cider apples and cider pears, fresh cranberries, and canned 
tomatoes. Import restrictions remain on fresh apples and pears and most 
canned fruits and juices. 

In fiscal 1958, however, liberal tenders were used on all of these items. 

(d) Norway liberalized imports of fresh lemons and fresh grapefruit and 
of canned fruits and juices not produced in Norway. In fiscal 1958, liberal 
licensing was extended to fresh oranges. 

(e) The United Kingdom announced that about $20 million, on a f.o.b. 
basis, would be authorized for the importation of fresh, canned, and dried 
fruits from the dollar area during the 1958-59 marketing season. In addi- 
tion approximately $850,000 were authorized for the importation of lemon 
juice. The United Kingdom also announced that no further imports of fruit 
from the United States would be made under currency conversion programs. 

The United Kingdom also announced a Northern Hemisphere quota for 
fresh apples. Under this quota, imports of approximately 3.75 million 
bushels from all Northern Hemisphere producing areas (North America 
plus Western Europe) will be permitted to be imported. Under this pro- 
gram. U.S. exporters may compete not only with Canadian, but also with 
European apple exporters. 

15. Export trade kept informed of market conditions and potentials in foreiqn 
countries—Grain, rice, bean and seed marketing specialists, in addition to ma- 
terial prepared and distributed through various regular publication channels of 
the Department, worked closely with producer groups and associations, proces- 
sors and exporters in keeping them advised on the market potentials for U.S. 
wricultural commodities in foreign markets. On occasions both preceding and 
folowing foreign travel, the various marketing specialists have met with groups 
in principal producing processing and trade areas for individual commodities in 
the United States to provide for comprehensive discussion and consideration of 
marketing problems based on the latest information. These contacts have been 
found to be extremely helpful in enabling various commodity groups to develop 
and undertake ‘vell-designed programs of market promotion. 

16. Study of world production and availabilities of carpet wool.—A study of 
the world production and availabilities of carpet wool is being made. This work 
is being carried on in cooperation with the U.S. Tariff Commission, 
which under a Senate resolution has been instructed to carry cut an investigation 
pursuant to section 332 of the Tariff Act of 1930, relating to imports of wool for 
ise in the manufacture of carpets and papermaker felts. 


IMPORT CONTROLS 


1. Section 22 investigations conducted.—Section 22 of the Agricultural Adjust- 
ment Act, as amended, is designed to protect agricultural programs from being 
materially interfered with by imports. During the period July 1, 1957, through 
June 30, 1958, preliminary investigations were conducted on 18 commodities, 
including figs, dates, peanuts, rye, barley, oats, almonds, filberts, walnuts, tung 
dil, cheese, dried milk products, butter oil, flaxseed, tapioca, cotton rough or 
harsh, cotton 1144 and over, and linseed oil. Section 22 cases were prepared for 
resentation before the U.S. Tariff Commission on almonds, dried figs and fig 
paste, dates, tung nuts, short harsh cotton, and long-staple cotton. 

2. Section 22 import licenses issued.—Presidential Proclamations 3019 and 
0025 issued in June 1953 under section 22 of the Agricultural Adjustment Act, 
as amended, give the Department of Agriculture responsibility for apportioning 
imports and issuing import licenses for certain manufactured dairy products. 
During the period July 1, 1957, through June 30, 1958, 1,854 licenses for imports 
of cheese were prepared, 86 transfers of country of origin were authorized, 
455 changes in port of entry were approved, and about 50 petitions for relief 
from hardship were received and examined. In addition about 177 licenses for 
imports of manufactured dairy products other than cheese were issued. 

Under Presidential Proclamation 2550 issued on April 16, 1942, 124 licenses 
for imports of seed wheat were issued. 


ACTIVITIES UNDER PuBLIC LAW 480 AND RELATED PROGRAMS 
This statement describes the activities and shows the progress for the 
following : 
I. Sale of commodities for foreign currencies under title I of Public Law 480 
(Agricultural Trade Development and Assistance Act). 
33913—59—pt. 3——_14 
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Switzerland has also developed into a major market for U.S. poultry. In 1957, 
exports to this country amounted to 7 million pounds as compared with 3 million 
pounds in 1956. 

8. Olive oil supply situation studicd.—Since the enactment of Public Law 
480, large quantities of edible vegetable oils have been exported under title 
I. The largest sales under this program have been to countries in the Medi- 
terranean Basin, countries that are major producers—in fact, some, major 
exporters—of olive oil. Knowledge of the supply-and-distribution picture on 
some of those countries is invaluable to plans for export sales of U.S. edible 
oils. For this reason the Foreign Agriculture Circular, “Olive Oil Production 
in Mediterranean Basin,” of July 22, 1957, served a useful purpose by bringing 
together the facts on the olive oil supply picture. 

9. Information published on world production and trade of the major fats, oils, 
and oilseeds—An 82-page compendium of facts and figures was issued as a 
cireular entitled “Fats, Oils, and Oilseeds; World Trade and Production”, 
under date of November 18, 1957. This publication depicts clearly the important 
role played by the United States in supplying soybeans, soybean and cottonseed 
oils, lard, flaxseed and linseed oil, tallow, and greases to world markets. Also, 
it contains much detail regarding trade of competing countries. 

10. U.S. exporters given better and more detailed information on oil and 
oilseed markets.—Since World War II production of soybeans in the United 
States has expanded at a rate far beyond the expectation of most authorities 
in the fats and oils field. Consequently, the urgency has been intensified for 
linding foreign market outlets for supplies of soybeans, edible oils, and vegetable 
meals that have exceeded domestic requirements. Prospects are that with 
U.S. production of soybeans having set a new record in each of the last 4 
years, the need for detailed trade information as regards this important oilseed 
has become acute. Thus, there was issued the circular, “U.S. Exports of Soy- 
beans and Edible Oils at Alltime High in 1956-57; Oilseed Imports Lower,” 
as of December 6, 1957. 

11. World flarseed situation analyzed.—Although the U.S. flaxseed crop in 
1957 was the smallest in several years, the Commodity Credit Corporation never- 
theless in the spring of 1958 was required to take title to nearly 3 million bushels 
of flaxseed placed under the 1957 price support program. A report issued as a 
Foreign Agriculture Circular, “World Flaxseed Production and Supplies Down 
Sharply,” dated May 1958 contains a thoroughgoing analysis of the world supply 
situation pointing up aspects of foreign competition. The United States normally 
is one of the world’s three leading exporters of flaxseed and linseed oil. 

12. World soybean situation studied—World soybean production in 1957 estab- 
lished a new record. United States production which reached an alltime high, 
was chiefly responsible for the gain in world production from the previous year. 
With production of edible oilseeds in certain competing areas of the world at new 
high levels, and quantities from other sources readily available to importing 
countries, the CCC was required to take over record supplies of soybeans from 
the 1957 crop. To furnish information in determining CCC policy regarding 
disposition of these supplies, the circular “World Soybean Products at Record 
Level Fourth Successive Year,” was issued. 

13. Material proposed on tung oil and tung nuts for tariff hearing —Much 
material was prepared for the Department's position for the public hearing held 
before the Tariff Commission on March 10, 1958, for the purpose of the Commis- 
sion’s determining whether to recommend to the President that imports of 
tung nuts should be restricted (that is, that the oil equivalent of such imported 
nuts should be charged against the quotas for oil announced by the President on 
September 9, 1957, under the authority of section 22). In conjunction with the 
hearing, a formal extensive statement was submitted to the Commission recom- 
mending that the oil equivalent of any nuts imported should be charged against 
the quota for tung oil. 

14. Further liberalization of imports of American fruits and vegetables to 
BHuropean markets.—Efforts to obtain liberalization of trade in European mar- 
kets were continued through direct representations to foreign Governments, a8 
well as under the auspices of the General Agreement on Tariffs and Trade. 
Principal developments for the fiseal year 1958 include: 

(@) Austria liberalized imports of fresh grapefruit. 
(b) Denmark liberalized imports of all tree nuts. 
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(c) Germany extended liberalization to fresh table grapes, fresh citrus 
fruit, fresh cider apples and cider pears, fresh cranberries, and canned 
tomatoes. Import restrictions remain on fresh apples and pears and most 
canned fruits and juices. 

In fiscal 1958, however, liberal tenders were used on all of these items. 

(d) Norway liberalized imports of fresh lemons and fresh grapefruit and 
of canned fruits and juices not produced in Norway. In fiscal 1958, liberal 
licensing was extended to fresh oranges. 

(e) The United Kingdom announced that about $20 million, on a f.o.b. 
basis, would be authorized for the importation of fresh, canned, and dried 
fruits from the dollar area during the 1958-59 marketing season. In addi- 
tion approximately $850,000 were authorized for the importation of lemon 
juice. The United Kingdom also announced that no further imports of fruit 
from the United States would be made under currency conversion programs. 

The United Kingdom also announced a Northern Hemisphere quota for 
fresh apples. Under this quota, imports of approximately 3.75 million 
bushels from all Northern Hemisphere producing areas (North Americ: 
plus Western Europe) will be permitted to be imported. Under this pro- 
gram. U.S. exporters may compete not only with Canadian, but also with 
European apple exporters. 

15. Export trade kept informed of market conditions and potentials in foreign 
countrics.—Grain, rice, bean and seed marketing specialists, in addition to ma- 
terial prepared and distributed through various regular publication channels of 
the Department, worked closely with producer groups and associations, proces- 
sors and exporters in keeping them advised on the market potentials for U.S. 
igricultural commodities in foreign markets. On occasions both preceding and 
following foreign travel, the various marketing specialists have net with groups 
in principal producing processing and trade areas for individual commodities in 
the United States to provide for comprehensive discussion and consideration of 
marketing problems based on the latest information. These contacts have been 
found to be extremely helpful in enabling various commodity groups to develop 
and undertake rvell-designed programs of market promotion. 

16. Study of world production and availabilities of carpet wool.—A study of 
the world production and availabilities of carpet wool is being made. This work 
is being carried on in cooperation with the U.S. Tariff Commission, 
which under a Senate resolution has been instructed to carry cut an investigation 
pursuant to section 332 of the Tariff Act of 1930, relating to imports of wool for 
use in the manufacture of carpets and papermaker felts. 


IMPORT CONTROLS 


1. Section 22 investigations conducted.—Section 22 of the Agricultural Adjust- 
ment Act, as amended, is designed to protect agricultural programs from being 
haterially interfered with by imports. During the period July 1, 1957, through 
June 80, 1958, preliminary investigations were conducted on 18 commodities, 
including figs, dates, peanuts, rye, barley, oats, almonds, filberts, walnuts, tung 
oil, cheese, dried milk products, butter oil, flaxseed, tapioca, cotton rough or 
harsh, cotton 1144 and over, and linseed oil. Section 22 cases were prepared for 
presentation before the U.S. Tariff Commission on almonds, dried figs and fig 
paste, dates, tung nuts, short harsh cotton, and long-staple cotton. 

2. Section 22 import licenses issued.—Presidential Proclamations 3019 and 
025 issued in June 1953 under section 22 of the Agricultural Adjustment Act, 
as amended, give the Department of Agriculture responsibility for apportioning 
imports and issuing import licenses for certain manufactured dairy products. 
During the period July 1, 1957, through June 30, 1958, 1,854 licenses for imports 
of cheese were prepared, 86 transfers of country of origin were authorized, 
‘) Changes in port of entry were approved, and about 50 petitions for relief 
from hardship were received and examined. In addition about 177 licenses for 
imports of manufactured dairy products other than cheese were issued. 

Under Presidential Proclamation 2550 issued on April 16, 1942, 124 licenses 
for imports of seed wheat were issued. 


AcTIVITIES UNDER Pusitic Law 480 AND RELATED PROGRAMS 
This statement describes the activities and shows the progress for the 
following . 
I. Sale of commodities for foreign currencies under title I of Public Law 480 
(Agricultural Trade Development and Assistance Act). 
33913—59—pt. 3——14 
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II. Grants of commodities to friendly peoples for famine relief and other 
assistance under title II of Public Law 480. 

III. Sale of commodities for foreign currencies under section 402 of the 
Mutual Security Act. 

IV. Use of foreign currencies by the Foreign Agricultural Service for foreign 
market development under section 104(a) of title I of Public Law 480. 

In addition to use of foreign currencies by the Foreign Agricultural Service 
for foreign market development projects under section 104(a) of Public Law 
480, the Agricultural Research Service has instituted a program of utilization 
research abroad under section 104(a) which is expected to lead to the develop. 
ment of new uses for U.S. agricultural commodities and to aid in the expansion 
of export markets. Also, under section 104(k) of Public Law 480, the Depart. 
ment has planned a broad program of scientific research in crop production, 
forestry, and marketing which is administered through the Agricultural] Re 
search Service in cooperation with the Agricultural Marketing Service and the 
Forest Service. Further information with respect to these programs are 
included in the justification of the Agricultural Research Service. 

7 * + 7 * * a 


I. SALE OF COMMODITIES FOR FOREIGN CURRENCIES UNDER TITLE I OF PUBLIC LAW 480 
1. Authority 


Title I of the Agricultural Trade Development and Assistance Act, Public 
Law 480, as amended, authorizes the President until December 31, 1959, to 
enter into agreements with friendly nations providing for the sale of surplus 
commodities for foreign currencies. In negotiating such agreements the Pres 
ident is required, among other things, to take reasonable precautions to safe 
guard usual marketings of the United States and to assure that sales for 
foreign currencies will not unduly disrupt world prices, to take appropriate 
steps to assure the use of private trade channels, and to give special consider- 
ation to the development and expansion of demand abroad for agricultural com- 
modities. The legislation authorizes the Secretary of Agriculture to deter- 
mine the nations with whom agreements shall be negotiated and to determine 
the commodities and quantities which may be included in such negotiations and 


agreements. The President is authorized to use, in agreement with the country 
concerned, foreign currencies accruing from sales for various purposes. 


2. Total program agreements 


As of November 30, 1958, a total of 139 agreements, or supplements to 
agreements were entered into with 37 friendly governments since the inception 
of the program. The total value of these agreements based on costs to the 
Commodity Credit Corporation is estimated at $4,464.8 million with an export 
market value of $2,845 million, exclusive of ocean transportation cost of $3544 
million to be financed by CCC. The commodity composition, export market 
value, and CCC cost of these agreements are as follows (charts 11 and 12): 
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[Dollar amounts in millions] 
| Approximate Export Estimated 
Commodity | Unit | quantity | market CCC cost 
value 
Wheat and wheat flour | Bushel.--_- 754, 462, 000 $1, 269.9 $2, 081, 2 
Feed grains___- SN a pa 190, 995, 000 224. 8 | 366.7 
Rewe...... : | Hundred- 28, 843, 000 186.8 | 207.6 
weight. | 
Cotton Bale-.-.. 3, 209, 900 517.6 680.6 
Cotton linters_- : | 7, 000 3 3 
Meat products. Pound_. | 121, 039, 000 39.2 30.2 
Tobacco-._- | —-- 208, 621, 000 145.3 145.3 
Dairy products___. a | 222, 369, 000 43.7 74.3 
Fats and oils__- | ID cine 2, 552, 846, 000 398.8 | 406.6 
Poultry -- on... 7, 400, 000 2.2 22 
Dry edible beans__- ; Hundred- 89, 000 at 7 
weight. 
Fruits and vegetables Pound. 180, 914, 000 15.3 15.3 
Seeds _. Hundred- 10, 000 .4 4 
weight. 
Total. __- 2, 845.0 | 4, 110.4 
Ocean transportation. . ; 354. 4 354.4 
Total, including ocean transportation je! 3, 199.4 







3. Shipments 


About $2,365 million worth of these commodities at export market value were 
shipped as of November 30, 1958. About $650 million of this amount represented 
shipments during the fiscal year 1958. Shipments for the year dropped consid- 
erably from the high level reached in the fiscal year 1957 although the second 
half of the year showed accelerated shipments. The reduction in fiscal year 
1958 exports resulted from reduced programing in calendar year 1957. The 
value of shipments represented about 16 percent of the total value of agricul- 
tural exports during the fiscal year 1958. In terms of quantities, title I wheat 
exports comprised about 44 percent of total wheat exports during the fiscal 1958; 
rice, 42 percent ; cotton, 15 percent ; and cottonseed oil and soybean oil, 53 percent. 


4. Progress during 1958 fiscal year in negotiating agreements 


(a) France.—The first agreement for the sale of cotton to France under title I 
was signed on February 28, 1958. This followed a period during which France's 
dollar position steadily worsened, with consequent impairment to its ability to 
buy U.S. cotton. The title I program will contribute materially to retention 
of a reasonable share of the French market which, historically, is one of the 
most important outlets for U.S. cotton. 

(b) Iceland.—A $2.8 million title I program was signed with Iceland on 
May 11, 1958. The program is especially beneficial to Iceland in that it helps 
to control inflationary pressures. In addition, the part of the local currency 
proceeds to be loaned back to Iceland will be used for the construction of a 
hydroelectric station, which is a self-liquidating investment project. 

(c) Korea—A $50 million title I agreement was signed with Korea which 
supplied them with surplus agricultural commodities necessary to maintain food 
consumption levels. The equivalent of $41 million of this program was ear- 
marked to finance common defense expenditures in Korea. In the absence of 
a title I program, it would have been necessary to supply these food imports 
and to finance the defense expenditures from additional congressional appro- 
priations, 
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(4) Mexico.—An agreement was signed with Mexico which provided for the 
ale of $28 million worth, or approximately 500,000 metric tons of.corn. The 
sale helped reduce burdensome supplies of U.S. corn. In addition to the 500,000 
wns of corn purchased with Mexican currency, another 700,000 tons were pur- 
chased for dollars, or considerably more than Mexico normally buys with dollars, 
The pesos generated by the title I sale are being used for a variety of purposes, 
inluding the development of new markets for U.S. agricultural commodities in 
Central and South America, loans to private American and Mexican business 
firms, and loans to the Mexican Government for economic development purposes. 

(e) United Kingdom.—The latest in a series of tobacco housing agreements 
with the United Kingdom was signed February 17, 1958. It provided for the 
sale of $5 million worth of tobacco with all of the sterling proceeds to be 
exchanged for family housing for the U.S. Air Force. To date, a total of $38 
nillion worth of tobacco has been programed to the United Kingdom under 
tile I. These programs have enabled maintenance of a higher level of tobacco 
exports and greater utilization of U.S. tobacco in the United Kingdom. 


5. Program results 


Table I shows the commodity composition of the agreements entered into 
through November 30, 1958, in terms of dollar amounts; table II, the approxi- 
mate quantities ; and table III, the planned uses of the foreign currencies. 


§. Amendments to title I 


Section 104(k) added by Public Law 477, the Mutual Security Act of 1958, 
proved June 30, 1958, provided for the use of foreign currencies to collect, 
cllate, translate, abstract, and disseminate scientific and technological infor- 
mation. 

Public Law 85-931, approved September 6, 1958, provides an additional au- 
thorization of $2,250 million for title I of the act during the period beginning 
July 1, 1958, and ending December 31, 1959, and extends the termination date 
mder title I from June 30, 1958, to December 31, 1959. 

Section 101(a) was amended to require the President to take precautions in 
negotiating title I agreements to protect the normal patterns of trade with 
friendly countries. 

Public Law &5-931 makes extra-long-staple cotton and cotton products manu- 
factured from upland or long staple cotton available for sale pursuant to title I, 
subject to the condition that the portion of the sales price of cotton products to 
be financed shall be limited to the raw cotton content of such products. 

Public Law 85-931 also amends section 104(h) to provide for financing pro- 
sams for the interchange of persons under title II of the U.S. Information and 
Lducational Exchange Act of 1948, as amended. It adds under section 104, new 
subsections authorizing the use of foreign currencies; for (1) acquisition and 
onstruction of sites and buildings abroad for U.S. Government use; (m) trade 
firs participation and agricultural and horticultural fairs participation and 
related activities;(n) acquisition, indexing, and dissemination of foreign publi- 
tations; and (0) expansion and operation of American-sponsored schools abroad 
id supporting of workshops or chairs in American studies. The portion of 
section 104(h) pertaining to the interchange of persons under title II of the 
US. Information and Educational Exchange Act of 1948, as amended, and new 
sections 104 (k), (1). (m), (n), and (0) are limited by the act to amounts 
ecified from time to time in appropriation acts. 
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II. GRANTS OF COMMODITIES TO FRIFNDLY PEOPLES FOR FAMINE RELIEF AND OTHER 
ASSISTANCE UNDER TITLE II OF PUBLIC LAW 480 


1. Legislative authority 

The Department cooperates with the International Cooperation Administratiop 
in the review and clearance of all proposals for use of commodities pursuant to 
title II of Public Law 480. Under this title the President is authorized to 
furnish, out of CCC stocks and on a grant basis, surplus agricultural commodities 
to friendly governments or peoples, to assist in meeting famine, or other urgent 
or extraordinary relief requirements, or to assist programs undertaken with 
friendly governments or through voluntary relief agencies. Programs of assist- 
ance may be authorized over a 5-year period ending December 31, 1959. Reason- 
able precautions must be taken to assure that these transfers will not displace 
or interfere with sales that might otherwise be made. 


2. Shipments authorized 
Through November 30, 1958, shipments authorized approximated $484 million 


including $290 million in grain, $32 million in fats and oils, $14 million in raw 
cotton, $58 million in milk and milk products, and $4 million in dry beans. 
Ocean transportation costs of $86 million for titles II and III are included. 

Programs undertaken recently are illustrative of the scope of this legislation. 
About 65,000 metric tons of wheat, valued by CCC at $12 million, are being made 
available to Lebanon to assist people affected by severe drought and crop failure, 
as well as by the current hostilities. Prolonged drought in Jordan resulted in 
an acute need for emergency distribution of food and feed grains and $338 
million of these commodities are being supplied. About 3,000 tons of wheat 
have been programed for Libya to relieve hardship resulting from severe drought 
in some parts of the country, coupled with unemployment arising from the 
withdrawal of some of the British troops formerly stationed there.. In Tunisia, 
severe unemployment and emergency famine conditions will be relieved by public 
works projects and workers will be paid partly with wheat supplied by the 
United States. 

In another program for Tunisia, undertaken at the request of the United 
Nations High Commissioner for Refugees, wheat, cheeses, and nonfat dry milk, 
valued in all at $6.2 million, are being furnished to meet the urgent relief needs 
of Algerian refugees. Over $9 million of wheat flour and rice were supplied to 
needy persons in Ceylon suffering from a flood which created widespread havoc 
and damage to food stocks, reservoirs, and farmland. About 20,000 tons of wheat 
were furnished to Nepal to prevent famine and serious social unrest which 
otherwise would have resulted from major crop failures caused by two successive 
drought years. Food stocks were seriously reduced in the Ryukyu Islands as a 
result of Typhoon Faye and 6,700 tons of rice were shipped to help persons who 
suffered from this emergency. 

About $2.8 million of wheat flour and $2 million of nonfat dry milk were 
sent to Italy to continue the U.S. contribution to the school-lunch program for 
needy Italian children and to extend the program further into depressed areas. 
About 36,000 tons of wheat flour and 6,000 tons of cornmeal with a total value 
of $7.8 million were also supplied to Italy for a rural assistance program. Up to 
58,000 tons of corn, valued by CCC at $7 million, are being shipped to Austria 
to conclude the earlier U.S. commitment to help the Austrian Government meet 
the emergency costs of the influx of Hungarian refugees. 

Transfer authorizations issued under title II from July 1, 1954, to November 
30, 1958, are shown in table IV. 
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TaBLE 1V.—Transfer authorizations issued under title IIT, Public Law 480, July 1, 


1954-—Nov. 30, 1958 


{In thousands of dollars] 


























| | 
| Milk 
Bread | Coarse Fats | Dry | and Raw 
Area and country Total | grains | grains | and | beans | milk Rice | cotton 
| | oils | | prod- 
i 
| uets 
RINE caceumnsnauiee 162, 401 | 71,124 | 31,719 | 14.818 1, 592 | 34,003 730] 6,415 
er eas | | | ey, cMls seine, i 
Czechoslovakia__.....--.-.--.- 1,995 |... -| 1,905 ine ece sci iegneat Nady Laced 
Germany, Federal Republic 3, 000 236 | 686 EE Tisai 367 171 629 
Germany, Soviet occupied. 758 228 380 | 81 |.- : ke Ee 
CS -..--------..-| 12,648 | 4,043 | 1,907] 2,088 437 | 3,759 Ge Biss 
a _..| 72,545 | 21,221 | 4,391 | 10,306 | 1,155 | 31,776 |___-. 3, 686 
Spain ea a EE das node des oek ea a capes ieee 2, 100 
Yugoslavia._..-...---..--- 46, 995 |" 45,378 |_-------| “1, 432 | 190i "Ean 
25 ee ee os) = - 
Africa (total). .....................-.| 90,909 | 3, 873.4 650 | | i ROP focsun 
mo — eae as — Ee _ - 
SA asus teraece 6F0 |_.- ee ee ie sedaee ness js ; 
RO is nica tc Banca > nite nebenie tats 9, 910 9, $10 éeuiens hice sah ibiaipiatedidtiaeciae ES 
EE ee ae 6, 768 6, 768 | . | sissies cabal nals 
| eee aaa’ 15, Gee TUS Oe 1... -. cebecaes | 2,088 
Neer East and South Asia (total)__..|105,315 | 63,450 | 1,861 | 9,691 5, 289 | 20, 550 4,474 
RUAMIOURN..., -scceeucteccouc ss 10, 769 | 10, 769 |_.....--| icenan ; cients 
Ceylon 8166 | 4,893 |........ od seciesmscstc lt St AIR Aiea 
India Peach nc db danas MES NE Mcrnecwad as -| 1,165] 2,483 |.- i 
Iran. oo el Recsidetel 2, 748 2, 748 a a ie eared ‘pied 
Jordan : “ 3, 800 2, 000 1, 800 j....--. . a u 
ee ee iad 12, 000 12, 006 iain Te ‘i we aid | 
Nepal 7" | 3,270 | 3,205 | 41 = 4|_. 4 : 
Pakistan _ . wet s 47,717 | 22, 160 7 6, 149 253 | 14, 681 4,474 
Turkey 12,180 | 4,730 |_- 3, 542 3, 867 | 41 | 
Far East and Pacifie (total). .....-- 43, 801 | 28, 807 om 8.118 | 6.769 107 
| —|—— — | ——____ | —_—_- - —_-| — 
Cambodia SO Rk cine ey 2, 343 |__-- 
China (Taiwan)-_.........-....- | 29 |_- since . | : : ee 29 
Japan SAA SAS cis ais mabe .| 36,199 | 28, O81 dietd 8.118 }_..- | 
Korea 7R me |-- — 78 
Laos SID hous aie 7 eS 
Ryukyu Islands ia}. ¢ oe of 3, 587 | 
WG BOGOR Sk cdkacdadatdcel i 726 PS Bi. cuiannd Fa D cdl mist hdtedsel in 
(-- = > = = = = —e — — = — = 
Latin America (total) 38 682 | 15,591 | 10, 737 1, 491 1. 377 2, 030 4, 828 | 2, 528 
| i 
tos haan iehe oll SYS! 
TS aie en tate hi ted Soe 17, 182 | 10, 102 |__- | 1,137 | 391 | 3, 024 | 2, 528 
British Honduras 7 273 22 25 | 106 | 46 44 30 
Costa Rica 212 | ey 37 AS | 51 56 | - 
Guatemala od 3, 238 | 3,238 | RARE § 
Haiti --| 3, 409 | 206 | 133 | 180 | 210 44 | 1 636 | 
Honduras i 211 | 59 70 82 | 
Se s 216 |_- 216 ad anak 
Peru wad | 13,941 | 5,361 | 7,029 | | 1,551 | 
. = = ———— =|= ———|— — | = — — — === a | 
Christmas holiday-...-  anckeptiea | 16,688 | 2.306 |- | 5,973 | 1,005 | 4,206 | 3, 198 | 
Total commodity programs---.|397, 796 |209, 549 | 44, 967 | 31,973 | 3,974 57, 734 | 36,075 | 13, 524 
Ocean freight 
Title Il shipments ee PS eee Se ors sient Oe 
litle III foreign donations......_| 70, 750 pe 5 ; 
| 
$$$ |__| __—— el atleast ice Pinas 
rand tetas y <c«dreervennnns 4184, 304 |-.......|....--- ppti~ ence nob ninanrifioernsens penhcdibinie 


‘Including transportation costs financed under Public Law 480 only. 


Ocean freight paid by the United 


States prior to fiscal year 1957 was financed under the Mutual Security Act. 
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8. Amendments to title II 


Authority to undertake assistance programs under title II was extended to 
December 31, 1959, by Public Law 85-931. The present limitation of $800 mil. 
lion is considered sufficient to carry out programs of assistance under this 
authority. 


Til, SALE OF COMMODITIES FOR FOREIGN CURRENCIES UNDER SECTION 402 OF THE 
MUTUAL SECURITY ACT 


Section 402 of the Mutual Security Act authorizes funds to be appropriated to 
finance the export and sale for foreign currencies of surplus agricultural com. 
modities or products thereof produced in the United States. In close coopera. 
tion with the International Cooperation Administration, transactions are initia. 
ted or promoted by the Department in the sale of surplus agricultural commodi- 
ties under section 402. A minimum of $175 million was required to be utilized 
during the fiscal year 1958. ICA approved procurement authorizations totaling 
approximately $206 million worth of agricultural commodities in 1958 compared 
to about $281 million in 1957, as indicated in the following table. 


[In millions] 


Export market value 
authorized 













Commodity 


a ak a kava emeeeiics dabene ietebaeas siti . 29 


| 
I Ea ee a Seca ain ennai Aue nob ooh bheaae ee | $105 
OT ae Satta ste tie pain calla ga Richt oe ance eeeaic 85 | 
| 


ARNE WI son name nice eee Ssuie Recent seaciord 21 
SPREE PORN o osncaceunenues bakes Dktanadss Aeon a hedoaweeeticnes 22 | 


sch a an a et Ee ee Lc 119 | 


! Includes ocean transportation. 


A minimum of $175 million is required to be utilized for this purpose during 
fiscal year 1959. 

Amendments to title ITJ.—Public Law 85-931 amends title III to provide (1) 
that Commodity Credit Corporation is authorized to purchase products of oil 
seeds and edible seeds and oils for donation purposes under section 416 and 
(2) that the Secretary is required to engage in barter whenever he determines 
that such action is in the best interest of the United States and directs him to 
take reasonable precautions to safeguard usual marketing of the United States 
and to assure that barter or exchanges do not unduly disrupt world prices or 
replace cash sales for dollars. 






















IV. USE OF FOREIGN CURRENCIES BY THE FOREIGN AGRICULTURAL SERVICE FOR FOREIGN 
MARKET DEVELOPMENT WORK UNDER SECTION 104(A) OF TITLE I OF PUBLIC LAW 
480 





1. Legislative authority 


Title I of Public Law 480 authorizes the President to enter into agreements 
with friendly nations providing for the sale of surplus commodities for foreiga 
currencies. The President is authorized to use, in agreement with the country 
concerned, foreign currencies accruing from sales for various purposes. 

Section 104(a) of the act provides that foreign currencies accruing from the 
sale of surplus agricultural commodities may be used “to help develop neW 
markets for U.S. agricultural commodities on a mutually benefiting basis.” 
Overall responsibility for market development projects under this section of the 
act rests with the Department of Agriculture. 
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», Objective 

The objective of market development projects conducted with foreign cur- 
rencies is to maintain and expand present export markets or to develop new 
foreign markets for U.S. agricultural commodities. To the extent practicable, 
the Foreign Agricultural Service enters into agreements with trade groups, both 
United States and foreign, for the operation of these projects. However, this 
will be done only if the trade group will make a financial contribution. If a 
trade group is unable or unwilling to undertake a needed project, it may be 
carried out directly by the Foreign Agricultural Service. 

Approval of market development projects depends upon availability of funds, 
benefit to U.S. agricultural exports, whether trade groups concerned represent 
broadly U.S. commodity interests, and harmony with U.S. foreign policies. 

8. Types of projects 

A wide variety of market development projects is underway or planned with 
emphasis on the following : 

(a) Market surveys.—This type of project is designed to determine potential 
demand for specific agricultural commodities and how this demand may be 
developed and supplied. 

(ob) Nutrition education.—These activities improve the health and welfare of 
people abroad and at the same time expand the market for agricultural com- 
modities that can be supplied by the United States. 

(c) Two-way visits—Visits by foreigners to the United States and visits of 
U.S. citizens to foreign countries improve trade relations. The exchange of 
ideas and information in this manner is expected to result in greater con- 
sumption of U.S. agricultural commodities. 

(d) Promotion and advertising.—U.S. advertising and sales techniques are 
being used abroad with appropriate variations to meet local conditions. 

(¢) Demonstrations.—This market development technique is used to demon- 
strate types, varieties, grades, and classes of U.S. agricultural commodities 
available for export. 

(f) Trade fairs and exrhibits—Market development projects are also con- 
ducted through participation in international trade and food fairs. The U.S. 
participates in two kinds of fairs: One is the diversified fair of a largely indus- 
trial type; the other is the food fair, which is devoted exclusively to food items. 
Exhibits are planned where the greatest number of potential buyers of agri- 
cultural products are expected to congregate. 

(yg) Comprehensive economic studies.—While cooperator projects including 
trade fairs have been emphasized to date, a new type of activity has been devel- 
oped in fiscal 1958 which will increase activities in the non-cooperator area in 
the future. Comprehensive economic studies are being contracted for by the 
Foreign Agricultural Service in countries important to U.S. exports to determine 
long-range market development work abroad. 


4. Foreign currencies available 


Through November 30, 1958, foreign currencies equivalent to approximately 
$47.8 million at agreement rates were provided for market development activ- 
ities in title I sales agreements signed with 36 countries. Bolivia was originally 
included, but the agreement expired without any activity. 

The following table shows by country the dollar equivalent of the amounts of 
foreign currencies estimated to be available from title I sales agreements for 
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market development; the 1956, 1957, and 1958 obligations ; estimated obligations | 
for 1959; and the estimated amounts available for future years: 


















































| | 
| Estimated | Loss or | | Estimated 
amount gain from | Prior year Actual obli-| Estimated | amount —— 
Country available | changes in | obligations |gations 1958] obligations available Cot 
for market | exchange | | 1959 for future Dai 
develop- rates | | | years Fat 
ment Fru 
Tee as PT ee re erat a : SE he AE er ere Gre 
Argentina. .__....._.- $500,000! —$1.005| $2,694] $81,902 $70,000 | $344. am Yt 
Australia......__- ees oe 15,000 |_. cs gel atliaeaie Se ete § G00 1... eco Tra 
Austria ...--.------. 9C0, 000 | +399 331, 793 | 91.701 | £7, 000 19, 905 Oth 
Belgium Pele. 2 245, SS —345 47, 274 | 48,756 | 189, S11 |. neadae Ger 
Belgian Congo ait $2,000 |__ J ivatee= 2, 000 amu 
ION gas, es 2 600,000 | —213, 255 | 49, 342 603 667 237, 000 1, 396, 734 
Burma. - _..- pellets 900, C00 +84 | 11, 812 126 610 | 49, 000 712, 62 
SS on ee 800.000 | —I18, 344 23, 332 204, 200 | 90, 000 464, 14 — 
China-Taiwan ee 700. OOP |. ._-- ed aalhe sien swdewt ‘ 700, 0% 
Oe 1, 096,040 | —166, 185 | 282, 348 76, 366 312, 000 258, 14! 5 
Denmark___- ; at 420,000 |_- ay My. OOD he cae 
Ecuador _-____-- : 300, 000 | —12. 840 9,714 110 224 | 35, 900 132, 222 ] 
ee ter. So, oS aeak oe 500, 000 |... phdk cdl tans ad edb shamduaia 10, 000 490, 00 grt 
Finland sae os occu 5 500, 000 | —87, 92 | 7, 420 | 53, 291 122, 000 229, 587 : 
France Aiea a0 2,600 000 |_...-__.-- 529,859 | 623 431 288.000 | 1, 158,710 in 
Scmeor.....................| 08,00, et. -_..-| 899894] 97.729] 734,000 49, 758 
CON ce 2 sce edn ica ‘ 7 31, 000 |-.-..-.. St PR Seay | Te eee Set 31, 900 <a co 
“1 gota one hae 1, 459, 287 | +1, 028 | 180, 970 | 269, 842 | 429, 043 580, 460 
Guatemaia..__............. 690, 285 |. oo | 9960} 10,325]... AD 
NINDS fos is anon 100, 000 | St. bees Cpe Je! i 100, 000 AD 
Rane ee ek OS nas | 262, 928 695, 830 2, 624, 659 Bu 
I nD / 1,000,000 | 17, 660 —3, 072 | 27, 000 Q58, 412 . 
iron. ~- i. : 200, 0CO a -| 2, 271 95, 000 102,729 Ua 
Israel]... ste eS iiee sc, 919, 000 |____.- 2, 500 3, 000 141, 000 772, 0 Cf 
OO EEL 2, 318)000 1... 2-05. 987,430 | 478, 279 727, 000 55, 2 Co 
Japan____- Sank Oe 2, 163, 900 | 784, 875 | 396, 624 109, 225 
RMS wer: SR atari 500,000 |.......--- 28, 465 | 24, 885 50, 000 397, 180 Da 
|” Ee ee 10 45, 170 “uel t wk eeee ; | 45, 170 |}. .ccdeeee Di 
Mexico__..._...- Gre 2, 335, 051 64, 219 | 594, 051 1, 676, 781 Fé 
INOTROTINIIOS... .. ncn occcocens il 602, 152 —1, 202 35, 489 270, 474 223, 946 71,41 : 
ieee 2... ..- 12 57,000 |___- : nee ene eee 87, 000 T_.-. ee Fi 
NE oie Ses otis davied 1312, 000 |__.- aia. aan Git hak 12, 000 1.4..idee Ho 
ek oe as 2, 671, 000 | +-2, 292 60, 758 | 152, 887 | 66, 000 2, 393, 647 Ins 
Paraguay __-_- Sena 200, 000 eine _ ae ie ie ie ‘ 200, 000 : 
er... ....................1' 2900600 | £393 78,698 | 231, 780 | 72,000 | 1,317.95 | Le 
Philippines. __..-.-- eens ae S00 G00 jis 67, 701 258, 000 474, 0 Ma 
i eee wicca hi le eee —131, 880 |_.-.- 100, 655 286, 000 181, 46: Mi 
Portugal__._-- Ce De ve 33, 488 | 153, 000 113, 512 ma 
Ree et ot 3,069,000 |  —66, 164 614, 217 242244} 688,000 | 1,468,37 Mi 
Sweden Seid by 15 230, 000 | : pies ee st | | (290/000 |... 2a Na 
Switzerland 16 346, 007 | —329 149, 671 | 95,415 | 97, 800 2, 792 Ne 
Thailand. -__-__- | 700,000 | +12, 309 204, 769 220, O80 188, 000 99, 460 oe 
Wea at Seah oe 172 000 |_..- | pai etd | 2,000 |.--- No 
Turkey_. Pees 2, 900, 000 — 224, 342 | 48, 793 | 11,170 | 263, 000 2, 352, 685 Or 
United Kingdom 3, 600, 000 | | : 288, 534 312, 000 2, 999, 466 Pe 
Yugoslavia. bom : 971,000 | —120,000 257, 411 | 75, 676 | 384, 000 | 133, 913 Se 
NT Mise aod ss 47,900,000 |—1, 027, 078 6, 726,213 | 5, 804, 668 | 9,215,000 | 25, 127,04 Sey 



























bk ee eh ee peed a So. 
1 Estimated 1959 conversion of Indian rupees ($5,000). 7 . Su 
2 From 1958 conversion of German deutsche marks ($47,619), Grecian drachma ($50,000) and estimated To 
1959 conversion of Indian rupees ($138,000) and Grecian drachma ($9,967). Un 
’ Estimated 1959 conversion of Indian rupees ($2,000). 7 
4 Estimated 1959 conversion of Italian lira ($20,000). Un 
§ Includes $75,000 of sec. 104(f) funds for travel abroad of U.S. agricultural specialists. J 
6 Of this amount, a total of $429,000 is the estimated 1959 conversion of Brazilian cruzeiros ($100,00), We 
Grecian drachma ($125,000), Italian lira ($75,000) and Yugoslavian dinars ($129,000). 
7 Estimated 1959 conversion of Spanish pesetas ($31,000). a 3 
® From 1958 conversion of Colombian pesos ($9,960) and estimated 1959 conversion of Mexican pes 19 
($10,325). 
* Of this amount, $154,624 is the estimated 1959 conversion of Mexican pesos. mn 
10 Estimated 1959 conversion of Pakistan rupiah ($29,000) and Indian rupees ($16,170). Cli 
11 Of this amount, a total of $100,206 was derived from the 1958 conversion of Austrian schillings ($50,000 De 
and Indian rupees ($50,206) and a total of $201,946 is the estimated 1959 conversion of Grecian drachms Re 
($46,946) and Indian rupees ($155,000). ~ 
12 Estimated 1959 conversion of Israeli pounds ($57,000). Na 
13 Estimated 1959 conversion of Israeli pounds ($12,000). Nay 
14 Includes $114,583 of sec. 104(f) funds for travel abroad of U.S. agricultural specialists. \Y 
15 Estimated 1959 conversion of Grecian drachma ($100,000) and Italian lira ($130,000). va 
1*#rom the 1958 conversion of Italian lira ($150,000), Austrian schillings ($50,000), Indian rupees ($50,207) Nai 
and estimated 1959 conversion of Grecian drachma ($8,000), Israeli pounds ($12,000) and Italian lira ($75,000). No 


17 Estimated 1959 conversion of Italian lira ($2,000). 
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Obligations by commodity groups are as follows: 











—_ | 
Commodity Fiscal year | Fiscal year | F Fiscal yea 
1956 1957 Hames. § 1958 

ee a 
EE nce ene etne he Sécuc ance bdancedendebbwnatiecusadudeleas $83, 642 $1, 971, 648 — 675 
Dairy and poultry---.-------- VikakGuiactavh phasing sneiemes 4, 728 495, 053 1, 567, 338 
NNN DIRe. 6 one as dankiniie beak kicernameiaManden 77,615 404, 330 383, 182 
Fruits and veget tables... iriure in tots tata dol Gueiomaatin aeaecal ed Ae oh s 50, 000 176, 207 
WN GURL. clon as week dds esksdcadeudauac atthundigmania Dacian 404, 204 588, 418 945, 652 
Livestock and meat perenee ib eehhewilinghieame tae ieMisD sania ani 126, 337 12, 691 
Tobacco - . cieinatheccaneenndet Ditliheniinanden an Opbied 180, 437 326, - 619, 895 
Trade fairs.... onesie w eo tetera cntapgnen qo-esasggeatein ie hes eine 673, 994 1, 115, 15 687, 975 
Other projects ener Wiel & c5t55 25). 1250525 seek ceed eTonesite 90, 398 134, 010 
GeetE ONOTATINE OLIONIC a ion oon cn nc eds cniwnnstingcansdoasqees 1, 276 132, 788 295, 043 

Ts 5 ccncdwdcncdvencestsbacay cuseeoeeuncentepapnaasoen 1, 425, 896 5, 300, 317 ay , 804, 668 





5. Market development projects in 1958 
During the 1958 fiscal year, 144 new market development projects with trade 

groups as cooperators were started, bringing the total for such projects to 252 
in 30 different countries since this program began in fiscal year 1956. 
Following is a list of the trade groups that participated in the program as 

cooperators through fiscal year 1957: 

American Meat Institute. 

American Soybean Association. 

Burley and Dark Leaf Export Association, Inc. 

California Prune Advisory Board. 

California Raisin Advisory Board. 

Cotton Council International. 

Dairy Society International, Ine. 

Division of Wheat Development, State of Nebraska. 

Farmers’ Hybrid Popcorn Growers’ Association. 

Florida Citrus Commission. 

Holstein-F:iesian Association of America. 

Institute of American Poultry Industries. 

Leaf Tobacco Exporters’ Association. 

Maine Potato Council. 

Michigan State University. 

Millers’ National Federation. 

National Renderers’ Association. 

Nebraska Wheatgrowers’ Association. 

North Carolina State College. 

Oregon Wheatgrowers’ League. 

Peruvian National College of Agriculture. 

Servico Cooperativo Interamericano de Agricultura (Ecuador). 

Servico Cooperative Inter-Americano de Produccion de Alimentos (Peru). 

Soybean Council of America. 

Sunkist Growers, Inc. 

Tobacco Associates, Inc. 

University of Kentucky. 

University of Tennessee. 

US. Rice Export Development Association, Inc. 

Western Bean Dealers, Inc. 

ane following trade groups were added as cooperators in this program in 

1958 : 

Brown Swiss Cattle Breeders’ Association. 

Cling Peach Advisory Board, Inc. 

Departmento Tecnico Interamericano de Cooperacion Agricola (Chile). 

Escritorio Technio de Agricultura (Brazil). 

National Association of Margarine Manufacturers. 

National Federation of Grain Cooperatives. 

National Hide Association. 

National Independent Meatpackers’ Association. 

Northwest Horticultural Council, Inc. 

Oregon Seed Council. 

Pacific Seed Export Market Institute. 
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Purebred Dairy Cattle Association. facte 
Programa Cooperativo de Experimentacion Agropecuaria (Peru) West 
Stanford Research Institute, Leland Stanford Junior University. 1957. 
Washington Association of Wheatgrowers. (¢ 
Western States Meatpackers’ Association, Inc. Italy 
Following are examples of some of the market development projects started deve 
or in operation through fiscal year 1958: impr 
(a) Cotton.—Through 1958, market development activities were underway in Span 
26 countries. A new program was started in the United Kingdom toward the | (ons! 
end of the fiscal year. Work on the development of programs was also done in tiona 
Burma, Finland, Indonesia, Korea, Mexico, the Philippines, Portugal, and Thai- const 
land. Market development activities under these projects are aimed at the | Japa 
expansion of cotton consumption and the creation of additional market oppor- | [0 4 
tunities for U.S. cotton. The continuation of intensive promotional work in the | farm 
following countries made an important contribution toward increasing mill con- grou 
sumption and encouraging consumers to make greater use of textile products: persé 
Austria, Belgium, France, Federal Republic of Germany, Italy, Japan, Nether- | in th 
lands, Switzerland, and Spain. The coordinate programs of market research, prod 
sales promotion, and public relations are making consumers more cotton con- (d 
scious, improving the competitive position of cotton, creating a better appreciation follo 
of the unique qualities of cotton, contributing to increased consumption, and ex- (ern 
panding U.S. cotton exports. Mexi 
(b) Dairy and poultry.— Al 
(1) Dairy products: Market development for dairy products is underway in cure 
eight countries, of which the following four countries were added in 1958: Brazil, fii 
Burma, India, and Pakistan. An 
Promotional activities designed to increase consumption of dairy products are { Ft! 
being carried out in Chile, Colombia, Ecuador, and Thailand. While work in contt 
the first three countries has not progressed far enough to be properly evaluated, in th 
results in Thailand indicate that a new market for 300,000 pounds of dried skim (e 
milk, 100,000 pounds of butter oil annually has been created by the project. been 
Work in Brazil, Burma, India, and Pakistan, is designed to find new ways §°W!! 
of utilizing milk products, in combination with local foodstuffs in abundant and Finla 
inexpensive supply, in the various forms available for export from the United Pri 
States. The project is in the nature of product development, market testing, and | 
and commercial application through contracts with local firms and institutions tion 3 
in these countries. It is expected that project results will be of material assist [| ™P 
ance in increasing milk consumption and world exports of over 800 million pounds | ‘#ln 
of dried milk per year which the U.S. shares. rain 
(2) Dairy cattle: Market development projects have been undertaken with [ 
breed associations in seven Latin American countries. New countries added in |” ™! 
1958 were Argentina and Colombia. = 
These projects are designed to improve local dairy breeds through the use uuree 
of U.S. purebred catt’e. Promotional activities have included the organization | ™"* 
and support of local breed associations; the improvement of registration pro at) 
cedures and transfers; exchanges of technical, management, and other informa: eloba 
tion : exchanges of personnel; and the supply of U.S. livestock specialists to judge yes 
shows in these countries and point out U.S. breed characteristics and their ad- a 
ventnges. Promotional aids and literature have been prepared and distributed. toth 
These activities have been well received. porte 
(3) Poultry: Through 1958, surveys and promotional activities have been wom 
undertaken in 11 countries of which the Netherlands and Switzerland were added 2 
in 1958. in 
Intensive country promotional campaigns have been undertaken in the follow- > ° 
ing eight countries: Chile. West Germany, Greece, Italy, the Netherlands, Pert, Wock 
Spain, and Switzerland. Promotional activities have been well received and wuppl 
have included market research on utilization and consumer preference; event a 
promotion, such as Easter, “Poultry Day,” or “Poultry Month’; use demonstra- be I 
tions and consumer education; sales training at wholesale and retail levels; oe 
participation in trade fairs : and product development. forete 
Market development activities have helped to increase U.S. poultry exports, ia 
whieh totaled over 40 million pounds in the calendar year 1957. In addition, the 
activities to date have been instrumental in increased U.S. poultry imports by Pr 
Switzerland and West Germany. In the case of West Germany, the beginning fete 
of the project was coordinated with the introduction of U.S. poultry in this market pol", 
through a title I sales agreement under Public Law 480, and was a very important 
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factor in both product acceptance and in the increase of U.S. poultry imports by 
West Germany from 4.4 million pounds in calendar 1956 to 5.6 million pounds in 
1957. Similar activities in the Netherlands will be initiated soon. 

(¢) Fats and oils.—Development activities have been undertaken to date in 
Italy, Japan, and Spain. In Italy these activities are directed primarily to the 
development of new outlets for feedstuffs through promotion of mixed feeds, 
improved feeding practices, and expanded livestock and poultry industries. The 
Spanish project is devoted primarily to improving qualities of vegetable oils for 
consumers and also improved feeding for poultry and livestock through educa- 
tional work in the field of nutrition. The Japanese project consists mainly of 
consumer promotional activities of an educational nature designed to acquaint 
Japanese consumers with the benefits of soybean products in the human diet. 
In all instances, activities include the exchange of technical information and 
furnishing of technical assistance ; product demonstrations with trade and similar 
groups; preparation, translation, and distribution of promotional material: and 
personnel exchanges. They are contributing to an improved standard of living 
in the countries involved and to an expansion in markets for our agricultural 
production. 

(4) Fruit.—Surveys and promotional activities have been carried out in the 
following countries: Austria, Belgium, Netherlands, Sweden, Norway, West 
Germany, Switzerland, Brazil, Colombia, Ecuador, Peru, Venezuela, Panama, and 
Mexico. 

A brochure illustrating the wide range of U.S. fruits available and how to pro- 
cure them, printed in four languages, was distributed to importers and government 
ficials throughout the world. 

An intensive promotional campaign for fresh and processed grapefruit is now 
getting underway in West Germany. It is hoped that this and other projects will 
contribute toward developing a market for U.S. fresh and processed grapefruit 
in this market. 

(e) Grain, grain products, and seed.—Promotional activities to date have 
ben undertaken for grain, grain products, and seed in 23 countries. The fol- 
lowing new countries were added in 1958: Argentina, Austria, Chile, Ecuador, 
Finland, France, Germany, Guatemala, the Philippines, Portugal, and Spain. 

Promotional activities have assisted in maintaining U.S. exports of wheat 
and wheat products, feed grains, rice, and seed. For example, wheat promo- 
tion in Japan designed to improve nutrition has resuited in increased bread con- 
sumption of more than 15 percent. Under this project three hundred 2-day 
training courses have been carried out, over 10,000 Japanese bakers have received 
training, and demonstrations on preparation of balanced meals have attracted 
ver 500,000 homemakers. For feed grains, trade teams have been sent to Europe 
fo work with local trade groups and importers. Of total world trade in feed 
grains of approximately 16 million tons annually, Europe represents about 
three-fourths of this market. Two projects have been undertaken to develop 
markets for U.S. rice. Under one project, rice samples are being collected 
ind under the other project, rice trade information. Both projects are on a 
global basis and the results are expected to assist in improving the competitive 
lsition of the United States in world trade. Rice samples are being analyzed and 
(lassified by USDA in Beltsville. For seed, trade teams have been dispatched 
wth to the Far East and to Europe to establish better contact with seed im- 
orters and the government agencies concerned and to develop plans for future 
romotional activities. 

(f) Livestock and meat products.—Promotional efforts have been undertaken 
1l2 countries, including Finland which was added in 1958. Projects have been 
imed at increasing U.S. exports of both breeding stock and livestock and live- 
lk products. For breeding stock, primary emphasis has been given to 
‘upplying livestock specialists to judge shows and to explain U.S. breed char- 
‘teristics and their advantages. Such projects have been very well received 
iid have assisted in maintaining U.S. exports of approximately 5,000 head of 
logs, 25,000 head of sheep, and 36,000 head of beef cattle annually, principally 
' Latin America. In addition, U.S. trade associations have worked with 
‘reign groups to maintain U.S. exports of hides and skins, lard, and tallow. 
_9) Tobacco—Promotional projects to increase the consumption of U.S. 
libacco have been entered into in 10 countries. While additional funds were 
a for certain projects in the past year, no new countries were added 
ring 1958. 
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Promotional activities for tobacco have been designed to increase the consump 
tion of quality cigarettes containing U.S. leaf through the use of advertising; 
sample distribution ; the preparation and distribution of promotional literature: 
personnel exchanges; and technical cooperation on the handling, storage, ang 
blending of U.S. leaf. In France, consumption of U.S. tobacco has increased ip | 
spite of severe exchange problems and trade restrictions. In Japan, promotiona] 
efforts were instrumental in increasing the consumption of U.S. leaf from 7 mil. 
lion pounds of U.S. tobacco in 1956 to 9.1 million pounds in 1957. Promotiona) 
efforts in Thailand have been an important factor in the increase in the consump 
te U.S. tobacco imports from 8.8 million pounds in 1956 to 9.4 million pounds | 
in 1957. 


6. Projects planned for 1959 


Market development work in many of the projects listed above will be continued | 
into 1959. In addition, a number of new projects are planned as follows: 

(a) Cotton.—New cotton projects are planned in Australia, Chile, Colombia, 
Finland, India, Canada, and Sweden. The projects will involve coordinated 
programs of market research, sales promotion, and general publicity. 

(b) Dairy and poultry.—New projects are planned in Brazil, Colombia, India, 
Iran, Israel, Belgium, and Sweden. Commodities to be covered include dairy 
products, dairy cattle, and poultry. 

(c) Fats and oils.—Additional projects apart from extensions of old projects 
are planned for Austria, Germany, Israel, Greece, Ecuador, Colombia, Peru, 
and Chile. A survey to determine market development opportunities will be made 
in southeast Asia. Commodities concerned are primarily soybeans and soybean 
products. 

(d) Fruit—New work is planned primarily for the European markets, al- 
though a brochure describing U.S. fruit juices will be distributed to world mar. 
kets. New projects include promotion activities and market studies, as well as 
analyses of the quality and condition on arrival in European markets of fresh 
fruits from the United States and competing countries. 

(e) Grain, grain products, and seed.—Additional work is planned in Austria, 
Chile, Ecuador, Greece, India, Italy, Pakistan, West Germany, the Netherlands, 
and Venezuela. Activities will include the promotion of wheat and wheat 
products, feed grains, rice, and seed. Increased emphasis will be placed on feed 
grain and seed promotion. 

(f) Livestock and meat products.—New projects are planned for Argentina, 
Chile, Italy, the Netherlands, Switzerland, and Venezuela. Products to be it- 
cluded are breeding stock, meats and variety meats, tallow, hides and skins, and 
lard. 

(g) Tobacco.—Additional projects are planned for Austria, India, Indonesia, 
Spain, Malaya, and the Netherlands. Promotional activities will emphasize the 
exchange of visitors to improve processing abroad for U.S. leaf through better 
storage, handling, and processing know-how. 












7. Contributions to market development projects 

Table V shows the amounts contributed to market development projects by the 
Fereign Agricultural Service, the United States cooperators, and foreign ¢- 
operators (chart 13). 
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Taste V.—FAS obligations by commodities and miscellaneous projects and contri. 


butions by cooperators from the beginning of the market development Program 
through June 30, 1958 


[Stated in approximate dollar equivalents] 
ee 

















Contributions 
FAS obliga- | iat ae dn vol 
Commodity or project tions Total 
| U.S. co- Foreign co- 
operators operators 
| or others 
$$$ $$ — ee | eens | ee 
Cotton ‘ 3, 037, 965 | 352, 720 2, 131, 242 5, 521, 927 
Dairy and poultry--- 2, 067, 119 231,710 6, 222 2, 305, 051 
Fats and oils : | 86°, 127 160, 510 160, 583 1, 186, 22 
Fruits and vegetables | 226, 207 1 170 1... 368, 377 
Grain and feed | 1, 938, 27 189, 262 167, 826 2, 20, 362 
Livestock and meat products ‘ | 139, 028 | 37, 260 24, 961 201, 249 
Tobacco _ _- 1, 126, 520 | 66, 725 226, 241 1, 419, 486 
Miscellaneous: Austrian fruit catalog. _._...._-| 23, 430 | ‘ 23, 430 
The Economist Intelligence Unit, Ltd. (London | | 
Economist) ; 88, 900 
Publication-Italian: | 
W heat visitors om 5,600 
German food inspection aoe 8,72) 
Cattlemen visit to United States | 5,997 
Tobacco Market research studies 10, 105 
Sheep improvement and replacement 1,021 
Economic analysis_. 12, 58 
Student visit to United States 15, 133 
Development of promotional aids 25, 460 
Brazil economic study 6,917 
Translation and printing : | ced aes ‘ 3, 672 
Grain market studies : 16, 950 | .- : f 16, 950 
OC om enh ts chee mimes 9, 624, 648 1, 180, 357 2,717,075 13, 522, 080 








8. Market- promotion exhibits at international trade fairs 


FAS sponsored seven major agricultural market-promotion exhibits overseas, 
all of them designed to acquaint potential customers abroad with the availability, 
quality, and uses of U.S. agricultural commodities. The exhibits were 
held largely in connection with important international trade fairs where the 
exhibits met with great concentrations of buyers and sellers from many parts of 
the world. A major attraction in a number of the exhibits was the distribution 
of samples of U.S. products derived chiefly from surplus stocks of commodi- 
ties held by the Commodity Credit Corporation. 

All of the exhibits were held in cooperation with various U.S. trade ass 
ciations, with the associations providing exhibit material and technical personel 
as contributions to this cooperative effort. The Government organizes and 
manages the exhibits; rents the space; provides for the design, construction and 
operation of the exhibits; ships necessary exhibit material; and provides travel 
and per diem for industrial technicians and commodity specialists participating 
in the joint effort. 

A number of the exhibits were operated under an agreement between the De 
partment of Agriculture and the Department of Commerce through which both 
Departments exhibit their respective products. The joint payment of the total 
costs of the fairs by Commerce in dollars and Agriculture in foreign currencies 
makes it possible to participate in more fairs throughout the world. 

The following are fairs in which the Department participated during fiscal 
year 1958: 

(a) Twenty-sirth International Fair, Izmir, Turkey, August 20-September 2%, 
1957.—This exhibit demonstrated the availability, quality and uses of U.S. not 
fat dry milk solids and anhydrous butterfat. Free samples of recombined milk 
and ice cream made from U.S. ingredients were distributed to fair visitors and 
special guests. Attendance 951,000. 

(b) Twenty-second International Trade Fair, Salonika Greece, September 
1-22, 1957.—Demonstrations of advance U.S. poultry feeds and feeding methods 
were held as a means of stimulating the Greek poultry industry and expanding 
the Greek market for U.S. feed supplies. Attendance 678,089. 

(c) International Trade Fair, Zagreb, Yugoslavia, September 7-22, 1957— 
This exhibit, staged in cooperation with the U.S. Department of Commerce, col 
sisted of a full-scale supermarket showing U.S.-processed food products. At 


tendance 1,040,000. 
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(d) ANUGA Food Fair, Cologne, Germany, September 28-October 6, 1957.— 
A major exhibit of the year was held in Cologne, site of Europe’s largest inter- 
national food fair. Here a demountable pavilion previously used in Barcelona 
was set up as a showcase for U.S. agriculture products. Commodities displayed 
were citrus, deciduous, canned, and dried fruits; frozen poultry and poultry 
products ; honey ; fresh frozen and fresh prepared foods; lard and meat products ; 
wheat and wheat products; tobacco, and soybeans and soybean products. The 
exhibit was an effective meeting place for German and American businessmen 
and informal luncheons and conferences were held to promote trade relations. 
Attendance 325,000. 

(e) Japan International Trade Fair, Osaka, Japan, April 12-27, 1958.—The 
Department participated in the Japan International Trade Fair for the third 
consecutive year. A 15,000 square foot pavilion housed exhibits of cotton, soy- 
beans, tallow, wheat, and tobacco. As in previous years, the project was under- 
taken in cooperation with Japanese trade groups working with their American 
counterpart representatives and the Foreign Agricultural Service. Attendance 
608,000. 

(f) Twenty-seventh International Trade Fair, Poznan, Poland, June 8-22, 
1958 —The exhibit demonstrated the superior performance and quality of Amer- 
ican cotton for use in textile manufacture. The exhibit showed advanced tech- 
niques and methods of cotton textile processing, utilizing American cotton. 
Attendance 600,000. 

(g) National Poultry Meat Fair, Varese, Italy, June 14-16, 1958—Purpose of 
this exhibit was to develop an expanded market in Italy and other European 
countries for U.S. feed concentrates, of which soybean meal is the principal in- 
gredient, and feed grains. It demonstrated to poultry raisers of the area how 
more meat and more eggs can be obtained in less time and at less cost through 
the use of balanced feeds available for export from the United States. Attend- 
ance 30,000. 


9. Fairs scheduled for fiscal year 1959 
Fairs scheduled for 1959 include the following: 





Country Type of exhibit Dates 
Immir, Turkey | Demonstration of U.S. feed supplies in poul- | Aug. 20-Sept. 20, 1958, 
try feeding. | 
London, England Fruits and vegetables, grain and grain prod- | Aug, 28-Sept. 11, 1958, 


ucts, tobacco, lard and canned meats, poul- | 
try and egg solids. 
Zagreb, Yugoslavia Demonstration of manfacture of ice cream | Sept. 6-20, 1958. 
bars from U.S. recombined milk ingre- 
dients with sampling to public. 
Vienna, Austria. - Fresh, dried, canned, and frozen fruits, | Sept. 7-14, 1958. 
canned and frozen juices, tree nuts, grains 
and grain prod cts, and a complete line of | 
U.S. frozen foods 


Bari, Italy Demonstration of U.S. feed supplies in poul- | Sept. 7-25, 1958. 
try feeding. 
Munich, Germany __. Canned, fresh, dried, and frozen fruits and | Sept. 25-Oct. 5, 1958. 


vegetables, canned and frozen juices, tree 
mits, wheat and wheat products, rice, | 
honey, and soybean products. 


New Dehli, India___- Recombined milk, grain products and soy- | Dec. 10, 1958-Jan, 10, 1959, 
bean products. 
Verona, Italy ....| Demonstration of U.S. feed supplies—pri- | Mar. 8-16, 1959. 
| marily feed grains and soybean meal. 
Cagliari, Italy (Sardinia)_..| Demonstration of animal feed products.....| Mar. 15-29, 1959. 
Caleytta, India____-.____- Demonstration of dairy products, soybean | April 1959. 


and wheat products. 
Demonstration of U.S. feed supplies—pri- | May 8-22, 1959. 
marily feed grains and soybean meal. 


Bologna, Italy 


Madrid, Spain Demonstration of dairy products and soy- | May 23-June 23, 1959. 
bean products. 

Barcelona, Spain A complete supermarket demonstration...) June 1-20, 1959, 

Poznan, Poland Cigarette manufacturing demonstration | June 7-21, 1959. 
with American tobaccos. 

Lausanne, Switzerland .-_- Demonstration of American processed foods, | June 13-28, 1959. 

- including prepared mixes and frozen foods, 
Trieste, Italy... 2 Demonstration of U.S. feed supplies—pri- | June 21-July 5, 1959. 


marily feed grains and soybean meal 
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10. Contributions to trade fairs 


Table VI shows the amounts contributed by the Foreign Agricultural Service 
and cooperators for exhibits at trade fairs. 


TariE VI.—List of trade fairs in which the U.S. Department of Agriculture purtici- 
pated showing obligations from foreign currencies, during the fiscal year 1958 and 
contributions from other sources. 


{In dollar equivalents} 





Contribu- 


tions from 
FAS obliga- | other sources 


| 











































Trade fair tions | (Department 
of Com- 
merce) 

Sao Paulo, Brazil_- ea ss ikudebed atten nieekibee > ames : | 139, 968 | 10, 000 
Cologne, Germany -_--- E ; fc 2 5 Seeereeecean Pic 2,000 | 50, 000 
Salonika, Greece.__- ; ’ i lac ieee nate tates 109, 412 | 175, 082 
Bari, Italy... ad sh ets ine eioenaee : ” 8, 360 | 151, 108 
Varese, Italy__- sant ; sa 58, 467 3, 000 
Osaka, Japan ‘ ‘ Paci 133, 997 181, 553 
Tokyo, Japan... ‘ 7 MA Aci clad } 
RINT TNT oe ng te cess San 2 ‘ 100, 000 | 340, 474 
Barcelona, Spain-_-_ ‘ 52, 283 |.-- ; 
Izmir, Turkey onSS. Poe 5 ‘ 10, 824 172, 192 
Zagreb, Yugoslavia.. eee ere ‘ : ‘ 71, 903 | 300, 992 
Vienna, Austria_- ee a ee ee ee eae eee ‘ | 221, 373 
Munich, Germany-.--- % ‘ “ 121, 226 
New Delhi, India : : ast 43, 159 
sek. Screws Siete abe adkaaia ae ee a : 687,975 | 1, 770, 159 


Mr. WuirrEen. We will be glad to have any general statement you 
care to make. 

Mr. Mutter. Thank you. I have a prepared statement that I will 
read. 
GENERAL STATEMENT OF ASSISTANT SECRETARY 


We are pleased to meet with you today to present this statement on 
the budget request of the Foreign Agriculture Service for 1960. 

Before going into some of the progress highlights, I would like to 
take just a moment to review the general responsibilities of the For- 
eign Agricultural Service. 

The Foreign Agricultural Service represents the Department of 
Agriculture in foreign matters. Its primary responsibility is helping 
American agriculture develop foreign markets for its products. 

The agency has three avenues of work: (a) It carries on a contin- 
uous program of analyzing and reporting foreign agricultural produc- 
tion, markets, and policies as a service to the U.S. farmers and agri- 
cultural trade groups; (6) it helps to develop foreign markets for 
U.S. farm products through improvement of international trade con- 
ditions and administration of special export programs, and (c) it 
coordinates Department of Agriculture activities and relationships in 
the foreign field, including relations with international organizations 
and foreign governments. 

The Foreign Agricultural Service accomplishes its work through 
agricultural attachés stationed in 54 posts in 51 countries, and through 
a Washington staff of commodity, area, and other specialists who work 
closely with the attachés. A rotation program is followed, enabling 
attachés and many of the Washington staff to trade places periodi- 
cally, thereby giving each broader experience. 
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AGRICULTURAL EXPORT STATUS 


The work of the Foreign Agricultural Service is part of a broad, 
aggressive effort to build cal maintain foreign markets for U.S. agri- 
cultural products. To that end, the Congress, the administration, and 
a large number of private agricultural aia trade groups have been 
working closely together. The results of this teamwork have shown 
up in the very high levels of agricultural exports that have been at- 
tained in the last few years. 

For the past 3 fiscal years, agricultural exports averaged $4.1 bil- 
lion—higher than for any other 3- year period in the Nation’s history. 

Mr. W nirren. At that point I would like for you to tell me what 
part of that represents sales for cash, and what part represents 480, 
and what part represents barter. You say: 

For the past 3 fiscal years, agricultural exports have reached $4.1 billion— 
higher than for any other 3-year period in the Nation’s history. 

I want you to compare the cash sales with other periods and see how 
they rank. I would like that in the record at this point. 

Mr. Minter. We will be glad to do so. 

(The information referred to follows :) 

Commercial sales for dollars during the past 8 fiscal years averaged $2.6 billion 
and were one-fourth larger than the 10-year average for the postwar period 
1946-55. Commercial sales for dollars equaled 63 percent of total agricultural 
exports for the decade ending in 1955—the same as for the past 3 fiscal years. 

Mr. Wuitren. Do you have the information now? 

Mr. Minor. The figures on sales through commercial channels 
appear later on in the statement. 

Mr. Wurrren. My purpose in having it inserted at this point in 
the record is to point out the true situation. You retain markets by 
sales through normal sales for cash, and I think that they should be 
separated so as to make the picture clear. 

Mr. Mitter. We will be glad to insert the material. 

(The information requested follows :) 

For the past 3 fiscal years agricultural exports averaged $4.1 billion—higher 
than for any other 3-year period in the Nation’s history. A total of $2.6 bil- 
lion, 63 percent of the $4.1 billion, represented commercial sales for dollars. 
The remaining $1.5 billion was exported under Government financed programs. 
Sales for foreign currency under Public Law 480 totaled $670 million while ex- 
ports for foreign currency under mutual security were $326 million. A total of 
$267 million went for barter, $173 million for donations, and $90 million for 
emergency relief. 

Mr. Wuirren. You say, eat a of U.S. farm products in the 
fiscal year 1958 came to $4 billion, the third highest on the record.” 
I want the same information that I previously requested for the fiscal 
Vear 1958. 

Mr. Mitier. We will insert it in the record. 

(The information requested follows :) 

Exports of U.S. farm products in fiscal year 1958 came to $4 billion, the third 
highest on sneak Commercial sales for dollars equaled $2.8 billion, 69 percent 
of the total. Exports under Government financed programs totaled $1.2 billion 
and equaled 31 percent of all exports. Sales for foreign currency totaled $658 
million under Public Law 480 and $227 million under the Mutual Security Act. 


Uther exports under Government financed programs included $173 million for 
donations, $100 million for barter, and $92 million for eme rgency relief. 
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Mr. Wurrren. And you say, “The current estimate for the fiscal 
year 1959 is $3.8 billion.” I want the same information with regard 
to the estimate for the fiscal year 1959. 

Mr. Mitier. We will be happy to show it, the cash sales, sales under 
480, barter, and foreign programs. 

(The information requested follows :) 

The current estimate of U.S. agricultural exports for fiscal year 1959 is $328 
billion. Preliminary estimates indicate that of this total $2.5 billion, or 66 
percent, will move commercially for dollars and $1.3 billion, or 33 percent, will 
be exported under Government-financed programs. Sales for foreign currency 
are expected to reach approximately $1 billion, of which Public Law 480 will 
total close to $800 million; therefore, leaving $200 million under the Mutual 
Security Act. Other shipments, including donations, barter, and emergency 
relief, are projected at $340 million but at this date it is difficult to indicate 
precisely the breakdown by individual programs. 

Mr. Mitier. The current estimate represents an encouraging recoy- 
ery in export volume. Export in January—June 1958 dipped 21 per- 
cent from the same period a year earlier. But shipments began to 
pick up and the decrease for July-December 1958 was only 7 percent. 
The decline for the calendar year 1958 amounted to 14 percent from 
a year earlier. However, agriculture wasn’t alone in this decrease. 
Exports of nonagricultural products also declined 14 percent in cal- 
endar year 1958. 

In the foreign market development work, in which the Foreign 
Agricultural Service is a leading participant, emphasis is placed on 
expanding commercial sales. During the past fiseal year, about 70 
percent of U.S. agricultural exports were commercial sales for dollars. 

Mr. Wuittren. May I interrupt again? Can you give me any esti- 
mate as to what the present holdings of the ( ‘ommodity Credit. Cor- 
poration would have been had the Department in 1953, 1954, and 
1955 offered commodities at competitive prices, and if you had had 
the success that you had in 1957 and 1958, when 70 percent of your 
total sales were for cash? Could you tabulate that and give us the 
information ? 

Mr. Mitier. We will be glad to, based upon the assumption that 
we could sell 70 percent cash of the total holdings that we had. 

Mr. Wuirren. Let us presume that in 19538, 1954, and 1955 you 
had offered commodities competitively. At that time the Secretary 
refused to use that authority, from the testimony that we have had. 
If he had sold from the Commodity Credit Corporation holdings 
the same quantities during 1953, 1954, and 1955 that you are 90 
proud of having sold here, what would have been the effect. on the 
present holdings of the ¢ ‘ommodity Credit Corporation ¢ 

Mr. Minter. We will be glad to take that figure and subtract it 
from the holdings we had in each of those years. 

(The information referred to follows :) 

It is very difficult, of course, to determine how much effect a different price 
level from 4 to 6 years ago might have had at that time and how much of this 
effect would have carried through to the present time. 

In reviewing the situation for the commodities in the stocks of Commodity 
Credit Corporation as a result of price support operations, it has been found 
that. competitive cash export prices in the 3 marketing years, beginning 12 
1953’ and ending in 1956, probably would have had a substantial effect on the 
present level of CCC stocks in the case of cotton and in a smaller degree in 


the case of tobacco but probably little if any effect in the case of the other 
commodities. 
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The U.S. carryover stocks of cotton on August 1, 1958, amounted to 8,745,000 
pales of which 2,927,000 bales were in the CCC inventory as compared with the 
carryover stocks on August 1, 1953, of 5,605,000 bales of which 2 million were 
in the CCC inventory. On March 1, 1959, 1,865,000 bales were in the CCC in- 
yentory and 6,497,000 bales were under price-support loans. 

An estimate of the amount of cotton that would now be in these price- 
support stocks if export prices had been competitive in every year beginning 
August 1, 1953, to the present time, should take into consideration the amounts 
of foreign production increases that occurred in Soviet bloc countries, in cot- 
ton-importing countries and in the extra long staple cotton producing coun- 
tries of Egypt and Sudan. In these three groups of countries, the increases 
in production were not greatly influenced by the levels of free world prices 
and U.S. price supports. The total increase in foreign production during this 
period amounted to 7.5 million bales of which 5.6 million occurred in the three 
groups of countries cited. The remainder of the increase or about 1.9 million 
bales occurred mainly in Latin America and the Middle East where the price 
level apparently provided a strong stimulus to increased production although 
sme of these increases may be attributed to programs for economic develop- 
ment in a number of underdeveloped countries where there seem to be no good 
alternative crops for expanded output other than cotton. 

Most other exporting countries seem to be unwilling to hold cotton stocks for 
more than a year and therefore usually sell or barter their exportable surpluses 
almost regardless of fluctuation in the world price levels. Meeting this kind 
of sales practices by foreign competitors, especially in 1955-56 and 1958-59 would 
have required a sharp reduction in U.S. export prices below those which were in 
effect and would have resulted in additional heavy losses to the Commodity Credit 
Corporation. Such reduction in U.S. export prices, especially in those 2 years, 
one of which is in the earlier 3-year period and the other being the current season, 
would have had some effect in reducing production in other countries below that 
which otherwise could have been expected. By the present time the reductions 
in the earlier year might have resulted in CCC stocks of 1 to 1%4 million bales 
below the current inventory of 7.9 million bales. 

In the case of tobacco, U.S. prices have generally been competitive with the 
better world tobaccos produced abroad. On the other hand, they have not been 
competitive in the low and middle grades. Asa result, U.S. price levels, not only 
during the years 1953-55, but also in subsequent years have tended to encourage 
production abroad. 

If prices for U.S. leaf had been lowered in an effort to become more competitive 
during the years 1953-55, there likely would have been some increase in U.S. 
exports perhaps 6 to 8 percent more than has been exported since 1953, mainly to 
the more price-conscious markets. Any increase in exports during this period 
would have been limited by the existing use of bilateral trading agreements, prefer- 
ential tariffs, guaranteed purchase arrangements, the limited availabilities of 
dollars for tobacco purchases in the United States and the growing desire for 
self-sufficiency on the part of countries constituting important foreign markets. 
These factors would not have permitted U.S. tobacco to compete freely in many 
areas regardless of price. 

Assuming that somewhat larger exports during the period 1953-55 would have 
provided the basis for more optimism regarding export markets in the establish- 
nent of U.S. marketing quotas for subsequent years, tobacco production in the 
US. might have been larger in recent years. Therefore stocks might, under such 
circumstances, be as high as they are currently. On the other hand, assuming 
that tobacco production since 1955 would have been at about the same level as 
actually occurred, total stocks in the hands of dealers, manufacturers, and the 
lan associations probably would be 125 to 150 million pounds less than at present. 
This does not necessarily mean, however, that current price support inventories 
would be substantially lower than the 1,078 million pounds (farm-sales weight) 
level of January 1, 1959. <A substantial portion of flue-cured tobacco produced in 
recent years has not possessed the quality characteristics most in demand by the 
domestic and export buyers. This has been an important factor in the current 
level of CCC stocks. 


Mr. Mitier. About 30 percent were under the special Government 


programs, mainly Public Law 480. (To clarify the 70 percent figure, 


kt me add that it includes commodities that moved commercially 
under subsidy and those sold under credit programs. The 30-percent 
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figure is made up of commodities that moved under foreign currency 
sales, barter, and relief or donation programs. ) 


PRODUCTION IN OTHER COUNTRIES 


Export volume in the years that lie ahead will depend upon many 
factors. Of these, the most important is the competition of foreign 
producers. 

Today this competition is increasing. In the current season, foreign 
output of farm products is at a new record—28 percent above the 
1935-89 average. There are record crops of wheat, rice, corn, sugar, 
cotton, cottonseed, and soybeans. Most other major crops except 
tobacco are up from last year. 

This heavy production of farm commodities abroad has meant re- 
duced demand for U.S. farm products. As importing countries have 
tried to step up their own production of food and fiber, some have be- 
come less dependent upon the United States and other exporting na- 
tions for supplies. By the same token, as foreign exporting countries 
have increased production levels, competitive pressures on the United 
States have risen. 

Mr. Wurrren. Do you have available the amount of money we have 
spent during that period through foreign aid in furnishing county 
agents or agricultural technicians, to help these foreign countries to 
increase their production? Isthat available to you? 

Mr. Mitier. ICA’s expenditures? 

Mr. Wuirren. For technical assistance and in connection with pro- 
moting foreign agriculture. I would like to have that in the aaa 

Mr. Mitirr. We can supply that, Mr. Chairman. 

(The information referred to follows :) 


AGRICULTURAL IMPACT OF ICA PROGRAMS 
SCOPE OF AGRICULTURAL AID 


At present ICA operates technical cooperation programs for agricultural de 
velopment in 54 countries. About 1,000 U.S. agricultural technicians are as- 
signed to these field programs. The funds allocated for project aid in food and 
agriculture have been decreasing steadily, from $78 million in fiscal year 1955 
to $48 million in fiscal year 1959. The total for all 5 years is about $288 million. 
These annual amounts have included commodity assistance and some economic 
aid. This decline is partly explained by the fact that newly developing countries 
coming into the program are less able to absorb economic assistance. The share 
of pure technical advice, including training of foreign nationals, has averaged 
about $30 million a year. Most of these amounts have gone to underdeveloped 
areas in Asia, Africa, and Latin America. Prior to 1955, substantial aid was 
given to Western Europe, but this has declined steadily, until only three pro 
grams are left—one each in Spain, Yugoslavia and Greece. 

In addition to direct aid for agriculture, funds have been allocated to such 
broad fields as defense support and economic development. Some of these ex- 
penditures (especially those for water resources) have undoubtedly benefited 
agricultural development in the receiving countries. 


APPRAISAL OF THE PROGRAM IMPACT 


There is no doubt that U.S. aid has contributed to agricultural revival and 
development in various regions of the world. During the first few years it was 
ainied primarily at building up productivity and meeting critical world needs 
for food and fiber after World War II. Aid was extended to all crops, and there 
was no problem of overproduction. In the past 4 or 5 years, however, as US. 
and world agricultural surpluses developed, emphasis was shifted to production 
of crops in short supply. Thus aid has been practically terminated for Eure 
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pean agriculture; and in underdeveloped areas it has been directed at growing 
more food for undernourished people. Extension work has been emphasized, 
go that people could be helped to help themselves. Assistance to crops that are 
in world surplus has been curtailed drastically, and in no case allowed when 
aimed at increasing competitive exports. On the other hand, there are a number 
of chronically food-deficit countries, which are not likely to have the foreign 
exchange for food imports in the foreseeable future. It would be in the interest 
of the United States to help these countries increase their agricultural produc- 
tion and meet their needs, instead of having to depend permanently upon U.S. 
id. 
' During this phase of change in the objective and emphasis of the program, 
USDA counselled regularly with ICA on trends of growing surpluses, interests 
of U.S. agriculture, and possible impact of ICA projects upon competitive crop 
production. This cooperative endeavor resulted in the development of a policy 
for the guidance of ICA agricultural aid along the lines discussed above. Also, 
it was the basis for a joint policy on insect control activities undertaken by the 
two agencies in other countries. Furthermore, the shift in emphasis (away 
from competitive surplus production) has been reflected in the careful selection 
and screening of foreign nationals for training in agriculture in the United 
States. Of over 1,000 such training applications processed by ICA and USDA 
annually, only rarely is one allowed in competitive surplus crops. 

The magnitude and momentum of the program durnig the early years may 
have contributed in a few cases to the problem of world agricultural surpluses 
that developed later. It is certain, however, that such effect must have been 
relatively insignificant. This is so because U.S. aid to any one country has been 
quite small, compared with the total national effort aimed at agricultural devel- 
opment. For example, Syria, the Sudan, and Uganda became large producers 
and exporters of cotton without the benefit of any U.S. aid. 

On the other hand, total U.S. aid in agriculture an‘ in other flelds has had 
much more impact in increased consumption and trade. Western Europe is an 
outstanding illustration. Sustained U.S. aid effort over a period of a few years 
assisted materially in reviving the economy of that region striken by the war. 
As a result, Western Europe is now a leading area in world and U.S. trade. It 
takes about one-half of U.S. agricultural exports. 

It is likely that U.S. aid programs will have a similar impact upon the growing 
economies of cooperating countries in the underdeveloped areas of the world. 
This has been demonstrated in Turkey, where total U.S. economie assistance has 
been substantial. Steadily rising standards of living have stimulated demand 
for a variety of items, including wheat and cotton. Turkey has become an 
importer of wheat (mostly from the United States) and its growing textile 
industry (for internal consumption) has almost caught up with its once large 
export surpluses of cotton. 


Mr. Mutter. Production records will not be set every year, of course. 
Variable weather conditions around the world will take care of that. 
But a rising production trend in foreign importing and exporting 
countries adds up to an increasingly competitive situation for Ameri- 
can agriculture. 

SINO-SOVIET DEVELOPMEN'TS 


Developments in Russia and China merit special attention. 

In 1958 the organizational structure of Soviet collective agriculture 
was changed in two ways. First, the State-owned machine-tractor 
stations were absorbed by the collective farms. Second, there was a 
simplification in the way the Soviet Government acquires and pays 
for farm products. These changes, generally interpreted to mean 
more freedom for the farms and the farmers, have been accompanied 
Y improved technology. With tractor power and large-scale equip- 
ent, the Russians have brought about 90 million acres of new land 
into production since 1953. Large crops were harvested in 1958, and 
production of meat and other livestock products was expanded. But 
although Russia has increased her output of farm products, particu- 
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larly of wheat, this has not had any significant effect on her exports 
to free world countries to date. 

Unlike the situation in Russia, the trend in China has been toward 
less freedom for farmers, rather than more. After a limited experi- 
mental period, the regime launched a drive to convert collectives into 
communes. In lessthana year, a substantial percentage of the peasants 
have been forced into these beehive-type organizations. The com: 
munes function both as labor and military battalions subject to the 
direction of the authorities. Whether because of, or in spite of, the 
communes, there apparently were substantial increases in agricul 
tural production in Communist China in 1958. 

Also unlike Russia, China is stepping up exports. Complete infor. 
mation is lacking, but we do know that China has exported substantial 
quantities of rice. Her cotton textile exports also have expanded 
tremendously during the past 2 or 3 years, totaling an estimated 450 
million yards of piece goods in 1958. "This has cut into the traditional 
markets of Japan and India. 


COMMODITY STUDIES 


Studying, appraising, and reporting on competition is one of the 
major activities of the F oreign Agricultural Service. Findings of 
FAS are made available promptly to agricultural, trade, govern- 
mental, and other interested groups. Early this year, for "example, 
FAS released a series of commodity reports on “Prospects for Foreign 
Trade.” The six reports issued to date cover cotton; dairy and poultry 
products; food and feed grains (also dry beans, dry peas, seeds, hops) ; 
fruits, vegetables, and tree nuts; livestock and’ me: it; and ‘oilseeds 
and oilseed products. These reports comprehensively cover for each 
commodity the world situation, foreign trade outlook, factors affect- 
ing the outlook (including competition), and efforts being made to 
expand our exports. 

The European Common Market represents a potentially competi- 
tive situation. We are analyzing and evaluating that development 
and participating in various types of consultations with respect to 
it. There are other areas of competition around the world which are 
being studied as part of our regular program. As specified by this 
committee, a sum of not less than $400, 000 is being used by F AS each 
year in support of our very active competition study program. 


TRADE LIBERALIZATION 


In all of our foreign market development work, we have the basic 
objective of building commercial markets in which maximum quanti- 
ties of U.S. farm produce ts can be sold for dollars 

One of the principal keys to commercial marketing i is the gold and 
dollar position of importing nations. In this connection, it was 
good news when a group of European countries announced a few 
weeks ago a limited convertibility of currency. Each of these coun- 
tries now allows “nonresidents”—foreigners, firms, or governments— 
to freely convert their earnings of that country ’s currency into any 
other currency. It is a necessary step toward complete conv vertibility 
and liberalization of trade controls. 
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Our representatives overseas have been able on many occasions to 
obtain easing of import restrictions. For example, as a result of 
negotiations, the United Kingdom has recently relaxed import restric- 
tions on American fruit. Before World War II, the United Kingdom 
was our best fruit market overseas. In Germany, American repre- 
sentatives have obtained further relaxation of restrictions on dollar 
imports of such items as oranges, table grapes, raisins, and canned 
tomatoes, which have been placed on the liberalization list. 

Mr. Wuirren. Our subcommittee through the years has been active, 
along with the Department of Agriculture, in trying to improve the 
situation. Any business concern inside of the foreign countries in 
most cases has to get an import permit. That, in turn, makes it 
imperative that our country keep our commodities offered competi- 
tively in world trade, truly competitive, as authorized by the charter 
of the Commodity Credit Corporation. The man who wants Amer- 
ican products has to run the gantlet of other Ee who want to use 
what dollars they have. The way to get the foreign businessman 
within the country to fight his way for an import license for our 
commodities is to first show him that he can buy commodities on a 
truly competitive basis. And, because the dollars are short, it is im- 
perative that we have the help of the business interests within that 
country in competition for one of those import. licenses. 

Mr. Minter. You have to use all the facilities available and take 
advantage of all opportunities that you are going to get into this 
competitive business of selling agricultural commodities, 

Within the framework of the General Agreement on Tariffs and 
Trade, we are constantly pressing for liberalization of restrictions on 
imports of U.S. agricultural commodities. At the GATT session last 
fall restrictions on imports of » number of U.S. farm products were 
removed. These include fruit and vegetables (in various forms), 
some feed grains, certain livestock and poultry products, and cotton. 

The Department of Agriculture and other departments are now 
analyzing and assembling the facts that will be required for the general 
round of tariff negotiations that are planned to begin in 1960. A 
major objective will be to keep at the lowest possible level the external 
a to become effective under the common market on January 1, 

962, 

MARKET DEVELOPMENT PROJECTS 


An important part of the effort to build sales for dollars is the 
foreign market promotion work in which the Foreign Agricultural 
Service is working in partnership with 47 trade groups in 36 countries. 
In this work we use a wide array of promotional techniques, including 
market studies, exhibits, promotional contests, advertising, education, 
style shows, motion picture films, leaflets, demonstrations. and others. 

Mr. Wurrren. Would it be possible to supply the committee the 
details of each of these things? The reason I ask that is because 
[come from a cotton section of the country. My particular district is 
nore livestock, but members of the committee know that I have a deep 
interest in cotton. In that connection, I have had reports from France 
and Italy that, through our foreign agricultural program here, style 
shows are being put on to show these modern cotton creations. Now, 
in France and Italy, if you would put on some exhibits on how to san- 
forize or preshrink the cotton goods before they made up into cloth 
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you would be doing some good. If you buy a shirt over there it is 

tailormade and that is the reason it costs $7 or $8 in Rome or Paris, 

It is handmade of cotton that has already been preshrunk. Instead 

of putting on a grandiose style show, you should use your funds ina 
yractical way, and I think you would do the cotton business some good. 
‘hat thought comes from people who are supposed to know. 

I wonder if we are not just having a big time with a lot of these 
funds and putting on a spectacle, while we should be getting down to 
brass tacks and promoting cotton where it could be used by the people. 
Our investigative report shows that Spain is charging its own domestic 
mills from 50 to 70 percent more than it-is paying us for this cotton. 
We have asked your agency to supply us with information as to what 
happens to American commodities that are handled under 480. We 
give or sell them to foreign countries, to the governments. The Amer- 
ican public does not seem to realize that. The foreign governments in 
turn sell them. If I read Public Law 480 correctly, we are supposed 
to give attention in the agreements to see that these commodities are 
made available to the people in those countries at reasonable rates so 
as to increase the consumption. But, when I asked about this early in 
the hearings, your agency did not seem to know what was happening 
to the commodities. I asked them to supply us with a list of the com- 
modities of any real consequence that go out under Public Law 480 
to all countries, and what those countries in turn sell them for to their 
own people. Do you have that information now, or have you made any 
progress in obtaining it ? 

Mr. Mitrer. I will refer that to Mr. Ioanes. I think that came up 
to him at another hearing. 

Mr. Wuirren. It was with the top-level people. We made that 
request of them. 

Mr. Ioanes. We have supplied certain information which has gone 
into the record of the hearings, but we are compiling additional data. 

Mr. Wurrren. Although it may be repetitious, may we have the 
whole story in the record at this point ? 

(The information referred to follows :) 


PRICES AT WuIcH ForEeEIGN CountTrIES SELt TO THEIR CONSUMERS COMMODITIES 
PURCHASED UNDER TITLE I, PusBLIc Law 480 


Sales of commodities to foreign countries under title I, Public Law 480 agree 
ments are through private trade channels. Under provisions of the law, the 
U.S. Government arranges for dollar financing of the commodities whereby 
importing agencies may contract with private U.S. exporters for the procurement 
and delivery of the commodities. Accordingly, the U.S. Government does not 
have detailed information by country on the prices at which the commodities 
are resold in the recipient country. 

Basically, title { transactions differ from ordinary dollar transactions only in 
the mechanics of financing. Surplus agricultural commodities obtained under 
title I of Public Law 480 move into foreign consumption channels at the price 
of identical commodities obtained through dollar purchases. The supplies come 
from the same pipelines in the United States and enter foreign channels subject 
to the same price making forces. 

Procurement procedures under title I, Public Law 480 vary by countries and in 
rare instances, by commodities within the same country. These procedures 
assume two general forms: 

(1) Issuance by the foreign government of suballocations or import per- 
mits to private importers. 

(2) Direct procurement by the foreign government through supply 
missions, or other agencies of the state. 
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Where import permits or similar authorizations are granted to private im- 
porters, the subsequent commodity transaction is directly between the foreign 
importer and the U.S. supplier. In such instances, and in countries where import 
permits are normally required, a Public Law 480 transaction is identical to a 
normal dollar transaction. Therefore, the price of the Public Law 480 com- 
modity to the foreign consumer is subject to the same factors which determine 
the price for the identical commodity when imported through normal financing 
methods. 

Where there is direct procurement by the foreign government through supply 
missions or other agencies of the state, the price of the Public Law 480 com- 
modity to the foreign consumer is determined by the Government based either 
on (1) the current prices for the commodity produced domestically, (2) cost 
of imports from other sources, or (38) on a fixed scale of prices set by the gov- 
ernment. In countries following this type of procurement and sale practice, 
it is possible that Public Law 480 commodities may be sold at prices in local 
currencies either higher or lower than their cost. Sales at prices higher than 
their cost may occur in some cases where the official rate of exchange of the 
local currency to the U.S. dollar is lower than the free market rate of exchange. 
Sales at prices lower than their dollar cost may occur in some cases where the 
government subsidizes the cost of agricultural products to its consumers in 
order to keep the cost of living from rising. 

In some cases where it has become apparent that the Government is selling 
commodities acquired through financing under Public Law 480 agreements at 
prices higher than their cost, such as to result in a profit to the government 
on the transaction, the U.S. Government has undertaken to induce the govern- 
ment to institute corrective measures. 

Examples of procurement and sale practices of a number of countries and 
commodities for which we have information are given below. 


COLOMBIA 


Wheat: At the time a 3-year wheat agreement was being considered, the 
price of wheat in Colombia was too high to encourage expanded consumption. 
In order to insure that the low price of Public Law 480 wheat would be passed 
on to the users by the Colombian Government Wheat Purchasing Agency, a 
price-stabilizing provision was included in the April 16, 1957, Public Law 480 
Agreement with Colombia. This is the so-called “blend price” provision and 
requires that all wheat imported from the United States be sold at a price at 
least as low as the average of the CIF cost of commercial imports, plus taxes, 
fees, and other charges and the CIF cost of the title I wheat without such 
taxes, fees and charges. The provision also applies to flour imports from the 
United States. In effect this means that all imports of wheat and flour from 
the United States are sold at a blended lower price insuring that the advantage 
of the low price is passed on to the users and that there is no discrimination 
against commercial purchases. Furthermore, this blend price has contributed to 
stabilizing the price of wheat at a fairer level relative to prices of other com- 
nodities which have been tending to increase. As a consequence, during the 
period of this agreement, there has been a considerable expansion of consump- 
tion of wheat in Colombia from 225,000 tons in 1956-57 to approximately 272,000 
tons estimated for 1958-59. 

FRANCE 


Tobacco: The tobacco industry in France is controlled and operated by a 
tobacco monopoly. The monopoly has an official stationed in the United States 
Who selects and purchases France’s requirements of U.S. tobacco from U.S. 
exporters. Purchases under Public Law 480 are made in the same manner as 
dollar purchases. There is no import duty on U.S. tobacco sold to France. How- 
ever, France does make only limited dollar allocations for purchases of U.S. 
leaf. There is no resale or markup on the price of U.S. tobacco prior to manu- 
facture. U.S. tobacco is blended with French and other imported tobaccos into 
tobacco products which are sold at competitive prices to consumers. 


INDIA 


The Government of India controls the importation and distribution of food 
stains, including grains financed under title I, in an effort to obtain equitable 
distribution at reasonable prices. 
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All food grains imported by India under title I are bought and shipped by the 
Indian Supply Mission located in Washington on the account of the Government 
of India. The Government of India establishes the wholesale price which is 
often subsidized for the sale of these commodities through fair-price shops, 
These are retail stores approved by the State governments for food distribution 
and are subject to inspection by the Central and State Governments. In many 
of the States family identity cards are used to insure distribution at fixed 
prices to ultimate consumers. 

Indian wholesale prices of title I food grains are often subsidized. For example 
during the period July 1956 and June 1957, the wholesale price of rice at Caleutta 
was $40 to $50 a ton less than the c. & f. price of title I rice. 

Owing to unusual scarcity of food grains in the State of Punjab early in 
January 1959, the prices of locally grown wheat in that State, in New Delhi, 
and in the entire Federal area of Delhi rose from around 19 rupees per maund 
($2.92 per bushel) to over 24 rupees per maund ($3.68 per bushel). To alleviate 
the situation, the Central Government increased the flow of imported wheat to 
Delhi and Punjab, where this wheat was made available in fair-price shops at 
14.5 rupees per maund ($2.23 per bushel). 





ISRAEL 





The Israel Supply Mission in New York buys and ships title I commodities 
for the account of the Government of Israel. The Israel Ministry of Commerce 
and Industry sells these title I commodities to millers, processors and/or whole- 
salers at controlled prices, which, under Israel Government policy, are at or 
below cost. In cases where commodities are sold at prices below cost losses are 
absorbed by the Government. The Ministry controls the foreign exchange ex- 
penditures, domestic prices, and the distribution of foodstuffs as the supply and 
demand situation may warrant. This service gives the assurance that imports 
(including title I and title I-type commodity) are sold to the people of Israel 
at reasonable prices. 

ITALY 


Cotton: In Italy, the Government subauthorizes dollar credits made available 
under Public Law 480 agreements to Italian textile mills. The mills then buy 
directly from agents of U.S. suppliers, thereby obtaining U.S. cotton at the 
cheapest possible price to the mills direct. 


PAKISTAN 





The Commercial Secretary of the Pakistan Embassy in Washington buys and 
ships title I wheat and rice for the account of the Government of Pakistan. These 
commodities are sold by the Government at fixed prices. 

Wheat, rice, and white sugar are the only three commodities which the Goy- 
ernment imports and sells at fixed prices. These products are produced in the 
eountry but imports are needed to cover shortfalls in domestic requirements. All 
domestic wheat offered for sale must be sold to Government-appointed buying 
agents at fixed prices. All stocks held and movement of wheat must be under 
Government permission. 

With regard to profits made by the Government of Pakistan through State trad- 
ing operations, our agricultural attaché reported in June 1958 that “* * * 
Generally, the Government breaks even in her monopoly operations of domestic 
procurement and distribution of rice and wheat. It has to subsidize the price 
to some extent on imported wheat and rice.” 



















SPAIN 





Cotton: Spanish imports of cotton under title I are handled on exactly the 
same basis as nontitle I imports. In both cases, the cotton is imported by the 
National Cotton Center and the profits made go to the Spanish Treasury. A 
large percentage of these profits are used for the benefit of the Spanish cotton 
textile industry. Strenuous efforts have been made to get the Spanish Govern- 
ment to change its practice of selling cotton acquired under Public Law 480 and 
section 402 of Public Law 665 to Spanish textile mills at a significantly higher 
price than the Spanish Government pays U.S. exporters for it. We have re 
peatedly remonstrated with the Spanish Government to change this practice. 
We have done this at the time of negotiation of the title I agreement, and have 
sent special missions to Spain. Through both of these means and through col- 
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tinuing diplomatic pressure, we have tried to get the Spanish to: (1) Allow 
Spanish mills to buy cotton directly from U.S. exporters, (2) allow Spanish 
mills to buy at a lower price so that the Spanish Government would no longer 
make a profit on cotton imported under U.S. Government programs. So far, the 
Spanish Government has not agreed to make these changes. 

Fats and oils and feedgrains: These commodities are sold in Spain at prices 
fixed at each stage of the distribution process including processors and the re- 
tail consumer. Prices for feedgrains are set, based on the Spanish Govern- 
ment’s domestic support prices. Soybean or cottonseed oil prices are based on 
the consumer retail price. 

As these commodities are purchased and imported by the Spanish Government 
agency, the cost varies with changes in U.S. f.o.b. prices, so that at some times 
the Spanish Government agency may sell to Spanish users at somewhat less than 
it paid; at other times, it may sell at somewhat more than it paid. If it sells 
at more than it paid, the excess goes into an equalization fund which is main- 
tained to reimburse the Spanish agency for occasions when it sells for less than 
it paid. 

Mr. Wuirren. I would also like for you to show the places where 
you cannot furnish the information. 


PROMOTING COTTON 


Mr. Ioanes. There are really two things that we are talking about 
here. First is the dications that our market development program 
has taken, and secondly what you do in those situations where foreign 
governments do the buying of commodities instead of private tr ade. 
We have concern also about how these funds are expended, and with 
regard to your particular comment about the so-called high style cot- 
ton shows, they are designed to show that cotton is just as good a 
fabric as other fabrics where people have thought for years that if 
you really wanted quality fabric you had to use something other than 
cotton. So a portion of these funds is being spent to try. to convince 
the people who influence fashions in Europe that the cotton can be 
made high style values. 

Mr. Wuirren. That is mighty good. I have told the National Cot- 
ton Council that before, even if you got your fair share of all that 
kind of market, you would not get rid of any pounds or bales of cotton. 
If you would make the same effort to regain the bag trade which uses 
some quantity, that would be something else. I think it is ridiculous 
to use this money to do this, without some followup. Perhaps it is 
good to show that cotton is after all a spectacular commodity—but to 
move bales of cotton we have to sell something that appeals to the 
people in the price range that they can pay. Here you are spending 
your funds on a style show and are not spending it on an effort to 
show them the values of preshrinking the cotton so that these people 
can begin to use it. 

I have a letter from a man over there who says that his wife tries 
to promote this cotton clothing, but that the customers will throw up 
their hands and say that by the time they wash it they cannot recog- 
nize it. 

Mr. Ioanes. That isa part of the program. It is not the only thing 
being done. It is just one facet. The lower quality items also are 
being pushed. 

Mr. Wuirten. I wish that you would supply us information with 


regard to the number of personnel involved in this and the number 
of contracts. 
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Mr. Miter. We will be glad to furnish the information, Mr. Chair- 
man. 

(The following statement prepared a short time ago by the Cotton 
Council Internstional provides details on the programs being carried 
out :) 


Cotton Council International currently has cooperative programs to expand 
cotton consumption with industry groups in 11 countries: United Kingdom, Italy, 
Spain, France, Austria, Belgium, Holland, Germany, Switzerland, Finland, and 
Japan. We are negotiating market research programs in India and the Philip- 
pines to explore possibilities in the underdeveloped countries. We are also 
providing technical assistance to producing countries for their own programs, 
particularly Mexico, Colombia, and Greece. 

The total budget for these programs currently is about $38 million annually. 
Of this, Foreign Agricultural Service is supplying about a third in foreign 
eurrencies under Public Law 480. About two-thirds is supplied by the foreign 
industry associations on a private and voluntary basis. 

More important, the joint industry programs have stimulated private manu- 
facturers and retailers to undertake their own research and promotion to expand 
cotton sales. We estimate the new expenditures by these individual groups are 
more than $10 million annually. Thus, the foreign contribution is more than 
$10 for every $1 USDA provides. 

The National Cotton Council spends around $150,000 annually of its own funds 
supervising these programs. 

The most impressive fact is that 90 percent of this activity did not exist 4 
years ago. Most of these programs came into being because of the incentive 
of funds and technical assistance through the mechanism of Public Law 480. 

About 218 separate projects are currently being carried on by abont 150 
specialists in the foreign associations under the general direction of Cotton 
Council International. 

The promotion programs are guided by careful studies of the market, the 
distribution system, the products, the competition, and the customers. Supple- 
mented by fundamental research in the influences on demand of income, price, 
quality, and custom, and so forth. 

Some 68 separate market studies have already been published. 

The studies show one of the biggest opportunities to expand consumption 
is through cutting fabrication and distribution costs. Though we haven't fin- 
ished the stndies I am personally convinced that clothing prices in many coun- 
tries could be reduced as much as 25 percent by simple and relatively inexpen- 
sive improvements in fabrication and distribution. No other single improvement 
could have as significant an effect on consumption, especially in the low-income 
countries. 

Market research is locating reasons for high costs and pointing ont oppor- 
tunities for cost reduction. Making these facts known through education and 
publicity like at the recent European conference on textile distribution, are 
furthering the objective of reducing these costs and increasing consumption. 

Another real problem is the high cost of maintaining a wardrobe. To cut 
these costs we are encouraging use of minimum-care finishes—encouraging tex- 
tile groups to work with washing machine companies to make better home 
machines available at prices people can afford. Incidentally, a lot of textile 
money has recently gone into the washing machine industry. 

In Germany we found a wavy to cut laundry costs in half just by changing 
the cut of the shirts and arranging the buttons so the shirts ean he ironed by 
machines instead of by hand. Now instead of changing his shirt three times a 
week the Germans can change every day for no extra cost. We have a better 
chance to increase his wardrobe. 

In the more advanced countries of Eurone we found textiles are not bene- 
fitting by the higher incomes, primarily because they are being outpromoted by 
the consumer durables. Textile manufacturers have been inclined to make what 
they have made for years. Retailers have been inclined to put their goods on 
the shelves and hope people would come along and buy them. 

In this country largely through the techniques of research, development. and 
promotion, we expanded the consumption of cotton in apparel 46 percent from 
1947 to 1957, while consumer expenditures generally increased only 37 percent. 

We are simply trying to show industry groups in these other countries how 
to apply these established American marketing techniques. 
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We start with fashion for a simple reason. 

The cbjective is to get people to be better dressed and to make their homes 
more comfortable and more attractive with cotton. Fashion is the means, first 
of making people conscious of their wardrobes and then by stimulating desire 
for a better wardrobe. 

Fashion is the locomotive that pulls the big volume train. 

Fashion is also the easiest way to get public attention. 

The first step is to enlist the cooperation of the designers—thuse who create 
fashion. 

The next step is to tell the rest of the world of the designers’ acceptance of 
cotton. 

Last year in Venice we helped arrange the first international cotton fashion 
show. It included the finest and newest in cottons from the world’s top de- 
signers. This classic design from the United States, Switzerland, Indonesia, 
France, Japan, and Italy. 

The event was covered by the world’s leading fashion magazines, wire services, 
radio, and television. Movies of the show are still circulating on TV and at 
meetings of women’s clubs all around the world. This was the greatest pub- 
licity event cotton has ever known. For your private information, the cost to us 
was under $25,000. 

We use the personal-appearance technique in fashion shows, television, and 
expositions as much as possible, but the best media for the mass audience is still 
the printed page. 

Photos, mats, stories, and bulletins are distributed regularly to some 5,000 
newspapers and magazines in 10 countries. The results include thousands of 
pages of newspaper and magazine space. Practically, all obtained free because 
of the news value. 

In addition to high fashion, the promotions include street and sportswear, 
children’s clothes, aprons, blouses and lingerie, men’s wear, outerwear like 
raincoats, household furnishings, and industrial items like canvas awnings. 


Stretching the season 


The cotton season in Europe has been 4 warm months. We are stretching it to 
12 with linen campaigns in January and February, back-to-school campaigns in 
the fall, household and all-weather coat campaigns for winter and cotton for 
Christmas. 

New fall and winter cottons are revolutionizing the European fashion industry. 

Paris ads now proclaim, “Cotton Laughs at Winter.” 

In Italy 46 percent of the last fall and winter collection was cotton. Before 
there were almost none. 


Public relations 


As part of the general education program our movie—to tell what cotton does 
for you—has already been translated into 6 languages and shown in some 40 
countries. Plans are being made for it to be shown in the public schools in 
France, in some 5,000 women’s clubs in Holland and in 123 publie theaters in 
Mexico. 


Ready-to-wear 

Until very recently little ready-to-wear clothing was available outside this 
country especially for women and children. Market research revealed the big 
problems were poor quality, small selections, high prices, and prejudice. We are 
working directly with the manufacturers to improve quality, style, and selections 
and lower costs—we are encouraging advertising campaigns to build prestige for 
ready-to-wear, or Pret-a-Porter as the French say. The common market in 
Europe could greatly expand consumption in ready-to-wear. 
Retailers 


One of the most important is the retail sales training program to teach store 
managers better selling methods and teach individual clerks the best and most 
effective arguments for selling cotton products. Sales training books, copies of 
our “Why Cotton?,” have been translated into seven languages. About a quarter 
of a million copies have been distributed. 

These are supplemented by lectures and training courses. 

More than 20,000 retail stores in 5 countries last year participated in national 
cotton weeks, modeled after our own, 

Others organized “white weeks” like our own for the first time. 
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Window contests created special national interest in many countries. 

They publicized the special events in many ways—like parades in Japan. 

Many of the retailers are now proudly promoting cotton products inside their 
stores, in their windows, and with their own paid newspaper advertising for the 
first time in history. 

They loveit. They are clamoring for more. 


Maid of Cotton 


Our own Maid of Cotton has been outstandingly successful in glamorizing and 
popularizing cotton at home and abroad. As an illustration the magazine and 
newspaper publicity from her visit in Belgium last year would have covered 27 
miles of Coca-Cola billboards. In this show from which this picture was taken 
she introduced fall and winter cottons to the representatives of 45 cotton pro- 
ducing and consuming countries in London. Most of them had never seen them 
before. They all indicated an interest in using these new materials to lengthen 
the cotton season and increase cotton competition in their own countries. 

These programs are infusing new spirit into the cotton industry around the 
world—changing the attitude from defeatism to optimism. 

The goal of another 2 pounds of cotton per person around the world—another 
10 million bales in consumption—is getting closer every day. 

More important, industry and Government are cooperating in a practical dem- 
onstration of fundamental American philosophy—selling American concepts of 
market elasticity in preference to the static concepts of the Old World—helping 
the industry groups of other countries apply established American marketing 
techniques to provide more goods and services for the people of their countries— 
bigger export opportunities for the United States. 


FINANCING OF COTTON MILLS IN FOREIGN COUNTRIES 


Mr. Wuirren. I would like to ask Mr. Pope if he would put this 
line of questions back where I discussed cotton earlier. 

Has anyone explored the possibility of promoting cotton exports to 
France and Italy? I recall following World War IT our foreign aid 
program aided in the construction of rayon mills which had a bad 
effect on the export of cotton. I would like you to place in the record 
whether the Export-Import Bank or any other Government agency, so 
far as you know, would be available for a loan for cotton mills in case 
you could promote local interest there? 

I would like you to supply it for the record. 

(The information requested follows :) 

U.S. Government agencies which finance the export of industrial machinery, 
including the specific type mentioned, are the Export-Import Bank and the 
Development Loan Fund. Also, as part of the Mutual Security Act, and under 
certain conditions, U.S. financing of textile machinery is available through the 
auspices of ICA. Two international organizations, the International Bank for 
Reconstruction and Development (World Bank) and the International Financing 
Sorporation, also finance exports of industrial machinery. 

Mr. Wurrten. In my opinion, you are doing a good job and you are 
equally as interested as the members on this side of the table. But this 
is a problem that we have had for a long time. It is one that the 
committee is very, very deeply interested in. 

I recall going over to E urope in 1954 and attending an agricultural 
attachés’ conference in Paris. At that time our Sec retary of Agri- 
culture would not sell these commodities competitively. I asked ‘the 
attachés in Paris this question: “Do any of you know whether or 
not we have the authority in the United States to sell these commodities 
compétitively, and if so, hold up your hand.” There was not a single 
hand held up. So th: at shows that we were not letting anyone know 
that we could match prices. 
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I would like to say to you, Mr. Myers, we appreciated very much 
= courtesies extended when we attended the conference in Paris last 
year. We thought the conference was very beneficial to all of us. I 
al that you are just as interested as we are, but the purpose of this 
inquiry is to try to promote a better progr am, working together. 

Mr. Myers. Mr. Chairman, it was exceedingly helpful + to our at- 
tachés to see the interest shown by the presence of the Members of 
the Congress, you and others, at that meeting. We are holding 
another conference for the Latin-American attachés at Bogota April 
i to April 8, and we hope some of the Members will attend, 

Mr. Wuirren. We regret that we will be unable to attend, due to 

wessure of matters here. 

Mr. Mituer. I was privileged to visit the International Trade Fair 
in Osaka, Japan, last summer, in company with Mr. Ioanes and we 
saw a trade-development team at work on five commodities—wheat 
soybeans, cotton, tobacco, and tallow or fats. We had a st yle show 
for cotton there which was one of the main features of the fair. It 
created a great deal of interest. 

Mr. Wuirren. Did it sell any cotton ? 

Mr. Mitier. Frankly, yes, I think that it did. 

Mr. Wurrren. If 1,000 ladies in attendance had each bought 10 of 
the dresses shown, in volume of cotton that would equal about 3 bales. 

Mr. Mitier. I am not counting the number of people who would 
buy. 

Mr. Wurrren. The purpose of this is not to put on a good show 
and have a good time, but to sell cotton. 

Mr. Mituer. Yes. 

Mr. Wuirren. I was trying to get your idea of about how much 
cotton was sold. 

Mr. Minter. We were later privileged to visit the principal plants 
in Japan where they were using American machinery to spin the 
cotton, and American machinery to both bleach and preshrink Amer- 
ican fabrics, and they were not making the fancy creations that you 
see in Paris but the everyday printed materials that are made with 
this offset type of printing. They were doing a wonderful job. 

Mr. Wurrren. How many countries of the free world to whom we 
can export cotton preshrink their cotton goods prior to sale? Could 
you get that information up for us and insert it in the record? Let’s 
see how fertile a territory we have to work in. Glamorizing cotton 
is one thing, but on a comparative basis, it is a mighty poor start 
in some of these for eign countries, where money is a ‘litile harder to 
come by than in the U Inited States. 

(The information referred to follows :) 

_ The cotton textile industry in all the countries throughout the world that 
import U.S. cotton are using the preshrinking process on increasing proportions 
of the output of cotton fabrics. This is especially true in Italy, France, Japan, 
United Kingdom, and other countries where the use of readymade cotton clothing 
and other fitted cotton products is expanding. The preshrinking of cotton fabrics 
is being done in all the countries where Public Law 480 projects are operating. 

The Sanforized process developed in the United States and a comparable 
British process are the ones most widely used. All of the wash and wear fabrics, 
Which are now growing rapidly in volume, are preshrunk by a chemical process. 
While it is generally known that the volume of preshrunk cotton fabrics is rising 
all over the world, there are no statistical data available to show the exact pro- 
portions in different countries. In countries like India, Burma, and, to some 
extent, Japan, where loose-fitting clothing is worn, preshrinking is not as impor- 
tant as it isin Western Europe and in the United States. 
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Mr. Ioanes. The purpose of the high styling, to use a trade expves- 
sion, is to do a little bit of promotion. As you know, in Europe, if 
you.want a dress that means anything, you get it tailormade. Your 
wife and my wife can go down to a department store here and get a 
readymade dress. In Europe that is not so. ‘The purpose is to show 
them that they can get readyma ide dresses out of cotton just as good as 
the dresses made in tailor shops. It is a pump-priming thing. 

Mr. Wuitren. You meet yourself coming back, if I follow you. 
We are letting them know that they can buy readymade dresses out of 
«otton that Icok as good as the others. Then you say that the dresses 
are tailormade dresses. 

Mr. loanrs. We are trying to get them to adopt the American styles, 
We are trying to get them to get the same degree of automation and 
technology we have so that the end product will be a good-looking 
product and a cheaper product. 

Mr. Wurrven. But getting these people to wear Sanforized cotton 
and preshrunk cotton is the key to it. 

Mr. Ioanrs. That will help. 

Mr. Wurrren. You have explained your purpose in having those 
style shows, which to me is glamorizing. But the purpose of Public 
Law 480 and the fund is to promote use. This other way is not to 
my mind the best way of promoting use. If you will promote the 
change of cotton goods into a nonshrinkable material then it becomes 
less important to us whether they tailor make their dresses or handle 
them through regular shops. I think that you are off on a dead end 
here. 

Mr. O’Leary. If I could add one thing on the cotton-promotion pro- 
gram, it is true that there is a certain degree of high-style emphasis 
and high-style shows put on. They are not the bulk of the program. 
The bulk of the funds is spent in promoting the bulk market, pri- 
marily through working with the retail outlets and especially at the 
point of sales promotion—working with the sales people in the stores 
who sell cotton products to the population at large. The high-style 
business does get some publicity. It gets publicity in the high-style 
magazines first. It also gets public city in the daily newspapers. This 
is followed up by advertisements of cheaper goods. 

Mr. Wurrren. These statements that I have been giving you are not 
from strangers to the cotton trade. J received letters from people in 
Italy and France, and they know their business. They know cotton. 
They also know about this program. You have just said that you are 
working with sales people trying to help them sell cotton that is not 
preshrunk and will not hold after it is bought. How far do you think 
vou will get when the customer goes home and the cotton shrinks on 
him ? 

I repeat again, somebody ought to give some attention to going about 
this thing right. If you want to sell a product in a permanent mat- 
ket, the f first thing to do isto have a good product. 

Mr. O’Leary. That is right. 

Mr. Wuirren. If in these areas the process they use does not shrink 
the cotton, then you are promoting an inferior product and you will be 
ruining yourselves. I would like to have the details of what you are 
doing in this field. 

Mr. O'Leary. I will see that we include the details of the situation as 
regards what is being done about preshrinking. 
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(The information referred to follows :) 


The Cotton Council International and the cooperating foreign industry groups 
in each of the countries where Public Law 480 cotton market development pro- 
grams are in process are encouraging the textile processors to produce and make 
available cotton products to better meet consumer demands. In each country the 
cooperating industry group is conducting continuous market research among 
wholesalers, retailers, and consumers to find out the likes and dislikes for cotton 
materials. This information is being used to guide the development and operation 
of sales promotion and public relations programs for cotton products. Pre- 
shrinking is not set out in the programs as a separate campaign, but it is em- 
phasized along with other means of improving cotton products and the promotion 
of their greater use. 

Mr. Mitxer. A small part of the local currency obtained from the 
sale of agricultural supplies under Public Law 480 is being used to 
help finance this work. In the work, we are enjoying outstanding co- 
operation from private U.S. trade groups. These cooperative projects 
have helped to set in motion a lot of helpful activity that did not 
exist before. 

When we started this work 4 years ago, relatively few trade groups 
were active in trade promotion. The cotton industry was well or- 
ganized, however, and was one of the first to get started abroad. But 
for some commodities, comparable trade groups did not exist. Today, 
inits overall market development program, FAS is wor king with trade 
organizations—many of which are newly formed—covering all major 
U.S. export commodities. 

Here are some typical examples of joint market development 
activity : 

We have successfully introduced U.S. ready-to-cook poultry into 

the European market. A real foundation for dollar sales of U.S. 
poultry to Europe now exists. For example, our exports of poultry 
meat to Switzerland—our largest foreign customer—nearly doubled 
in 1958. 

Mr. Myers. Despite these difficulties of habit and practices, there 
have been some real breakthroughs in getting the acceptance of the 
kinds of markets which will sell these ready. -to-cook products, and 
Ihave had one or two experiences myself to see how these are working, 
and I am going to ask Mr. O’Leary if he will add to this in a moment. 


SUPERMARKETS IN FOREIGN COUNTRIES 


Just as an example, I was in Singapore the first of February. They 
have a supermarket there. It is relatively new. It has been going 
long enough to be a test, and the produc er has only one compl: “int— 
that he did not build it two or three times larger. And in several 
places in Europe not only have supermarkets begun to take hold, but 
the sales of these specially prepared products have gone up. But 
it took a real effort to get them started. 

Mr. O’Leary. One-stop merchandising is of great interest all over 
the world now, not only among merchandisers themselves, but also 
among the governments. It is catching on. Iran is showing interest 
in setting up supermarkets now. Italy has them; Yugoslavia is con- 
centrating on supermarkets. I believe they have started one and 
have two more beginning. 

While this is not of much direct interest to us at the present time, 
it is illustrative of the interest in this type of merchandising that 
is growing throughout Europe. 
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Switzerland, of course, has gone into it. France is barely begin. 
ning. Germany is in the supermarket business in certain areas to 
a pretty good degree. 

Mr. Miter. We do not want to labor you with too many details, 
Mr. Chairman. I will proceed with the statement. 

In Japan, through cooperation of both United States and Japanese | 
producer and trade groups, as well as the Japanese Government, a | 
well-rounded program is now in operation to teach Japanese people 
better nutrition through greater use of wheat and soybean foods, 
Kitchen buses, with home economics extension personnel, are touring 
Japanese cities and villages, demonstrating wheat and soybean cook- 
ing methods to housewives. A training school is teaching the future 
bakers of Japan. Assistance is being given to a national school lunch 
program featuring balanced meals, which include wheat and soybean 
foods. 

Also in Japan, this is the third year of market promotion of to- 
bacco. The U.S. tobacco trade and FAS have a close working rela- | 
tionship with the Japanese tobacco monopoly. The work has been 
effective in expanding sales of Japanese brands of cigarettes: con- 
taining U.S. leaf. 

It might be of interest to you, Mr. Natcher, to know that I per- 
sonally witnessed this and went to the factories manufacturing ciga- 
rettes from American leaf tobaccos and they told us through their 
trade promotional activities in conjunction with ours that the in- 
crease in consumption of cigarettes in Japan containing American 
tobacco has been phenomenal. We have a good working relationship 
with some of our own tobacco exporting associations, in both our 
State and others, and they are doing a very excellent job. : 

Joint projects to promote greater use of cotton are being carried 
out in 11 countries representing a population of over 235 million 
people, and additional countries are being added to the list. Tech- 
niques employed include style shows, modern advertising and dis- 
play methods, training of sales people, and public showings of an 
outstanding color motion picture, “Cotton: Nature’s Wonder Fiber.’ 
These projects are an effective part of the effort to maintain the com- 
petitive position of cotton. ty i. 

Cooperating trade groups are furnishing technicians to assist I 
U.S. agricultural exhibits at foreign trade fairs. To date, we have 
taken part in 31 international exhibits reaching over 18 million people. 




























AGRICULTURAL IMPORTS 





The dollar value of U.S. agricultural imports last fiscal year con- 
tinued a little below the value of farm products exported. The major 
portion of imports represented complementary items such as coffee, 
cocoa, tea, bananas, spices, vegetable fibers, and similar products, 
which are not commercially produced in the United States, and two 
sizable supplementary products, sugar and wool. These imports are 
important dollar earners and help other countries to buy from us. 

No new quotas were imposed last year on competitive imports under 
section 22 of the Agricultural Adjustment Act of 1938, as amended. 
Section 22, as you will recall, authorizes the regulation of farm product 
imports when they interfere with a Department program. ‘To deter- 
mine whether there is interference or not, the Department contint- 
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ously analyzes the import and price situation with respect to the com- 
modities or groups of commodities which come under price support 
and marketing agreement programs. 

At the present time, commodities under section 22 controls include 
certain dairy products, wheat, cotton, rye, peanuts and peanut oil, 
flaxseed and linseed oil, tung nuts and tung oil. 


AGRICULTURAL ATTACHES 


Our worldwide corps of agricultural attachés continues to be a key 
part of the FAS organizational structure. Several members of this 
committee have had a chance to work with our attachés at their 
official stations and observe their work at firsthand. 

The many responsibilities of the attachés fall into three broad 
categories. The attachés function as reporters—sending back to this 
country facts and figures on foreign agricultural Goer This 
information helps farmers, shippers, processors, exporters, importers, 
and others compete effectively in world markets. Attachés also are 
trade promoters. In this capacity they seek in constructive ways to 
expand markets for American farm products. Finally, the attachés 
work with foreign governments and United States and ‘foreign busi- 
nessmen to create under ‘standing and goodwill for the United States 
in agricultural matters. 

Attaché work undoubtedly will become more important in the years 
that lie ahead. Keeping a healthy volume of U.S. farm products 
moving into world trade channels under the highly competitive con- 
ditions that will prevail from now on will require more—not less— 
facts, trade promotion, and understanding. 

As a result of suggestions by this committee and the Senate Appro- 
priations C ommittee, the post has been reopened at Quito, Ecuador, 
and new posts were established at Tel Aviv and Hong Kong. Assist- 
ant attachés have been asigned to Argentina, India, and Turkey. Ad- 
ditional local assistants have been provided at some other posts. 

I also want to report that, effective November 27, 1958, our attachés 
of grade GS-15 and below were placed in the competitive civil service. 
That move, we believe, will strengthen the attaché service and make 
more effective the assignment of key personnel. 


AGRICULTURAL TRADE DEVELOPMENT AND ASSISTANCE ACT 


Title I of Public Law 480 has been helpful in maintaining the value 
of U.S. agricultural exports in the past 4 years, over and above what 
could be moved through commercial means alone. This program is 
administered by the FAS. 

It has been recommended that Public Law 480 be extended for 1 
year with an additional $1.5 billion authorization for title I sales of 
agricultural products for foreign currencies. 

About 25 percent of total U.S. agricultural exports during the 
past 4 years has moved under provisions of Public Law 480. Under 
title I alone there has been exported: 190 million pounds of tobacco; 
29 millions bags of rice; 3 million bales of cotton; more than 600 mil- 
lion bushels of wheat (and flour) ; 180 million bushels of feed grains; 
14 million tons of fats and oils; 185 million pounds of dairy products. 
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UNITED STATES-SOVIET EXCHANGE PROGRAM 


An unusual but fruitful activity in the past year has been the 
exchange of agricultural delegations between the United States and 
the Soviet Union. The program has been carried on under the overall 
United States-U.S.S.R. agreement for cultural, technical, and educa- 
tional exchanges. The transportation for the U.S. groups was paid 
from finmarks and zlotys—acquired under title I commodity sales. 

The U.S. agricultural delegations that visited the Soviet Union 
were interested primarily in agricultural economics, crops, soils and 

vater use, veterinary science, mechanization of agriculture, and cotton 
ticdarhlie! The Russian groups that toured this country studied, in 
general, similar fields. 

We feel that through the exchange program we now have a fairly 
comprehensive picture of Soviet agr iculture, including statistics on the 
major commodities and production potentials. 

Reports on the observations and findings of each of the six U.S. 
delegations will be issued soon. Three additional exchanges are pro- 
vided for 1959. 

1960 BUDGET REQUEST 


The budget request for salaries and expenses for 1960 is for $4,268,- 
300. In addition, the budget proposes that not to exceed $2,593,000 
of section 32 funds be merged with the appropriated funds for meet- 
ing the expenses of the Foreign Agricultural Service. These amounts 
are the same as are available for the current fiscal year, except for 
anticipated 1959 pay act costs, and $100,000 to put on a full-year basis 
in 1960 an increase in the allotment from section 382 funds which was 
made in 1959 for essential activities. 

The 1960 language also provides that not to exceed the equivalent 
of $560,000 in foreign currencies derived from sales under title I of 
Public Law 480 shall be available for expenses of the Agricultural 
Attaché Service and for general operating expenses of the Foreign 
Agricultural Service in carrying out the purposes of section 104 (a) 
of that act. The $560,000 is equ: al to the approximately $200,000 being 
used this year for attaché activities and $360,000 for expenses at at- 
taché posts which are directly associated with Public Law 480 activi- 
ties. ‘These funds are necessary to maintain the current level of ac- 
tivity in the Service. 

We appreciate the opportunity of appearing before you in support 
of our budget request and will be glad to answer any questions and 
provide additional information which you may desire, if we are able 
to do so. 

PROPOSED LANGUAGE CHANGE 


Mr. ANpeERsEN. I have a few questions regarding the new language 
proposed by the budget. First, I see that you have a proposed Jan- 
guage change affecting section 32 funds and also foreign currency 
used for market dev elopment. What is the effect of this language! 
Will this increase your funds or give you additional authority to carry 
out market development activity ? 

Mr. Mitirr. The amounts stated in the language are the same as 
those available for the current fiscal year except for the addition of 
$100,000 of section 32 funds to put the present level of operations on 4 
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full-year basis in 1960. It does not provide any additional authority 
for carrying out market development activity. The language limits 
the amount of section 32 funds which may be allotted to FAS by the 
Secretary and the amount of foreign currencies which may be used 
by FAS for agricultural attaché and general operating expenses at 
foreign posts. 

Mr. ANDERSEN. Second, I am particularly concerned with the item 
of $560,000 of foreign currency. ‘That item consists of the $200,000 for 
agricultural attachés and the $360,000 used for market development 
work last year, does it not? 

Mr. Miuier. Yes. 

Mr. Anpversen. Third, Mr. Chairman, I have some doubts as to 
the advisability of this language. It might well be subject to a 
point of order and that would open up some other questions and might 
even jeopardize these funds which I personally believe we should be 
using for the good of American agriculture. The Department already 
has the authority to use these funds for these purposes and as far as 
I can understand the language it is more a limitation than it is an 
authorization. 

Mr. Secretary, do you interpret this language as being a limitation 
on use of these local currencies for market development activity ? 

Mr. Mirier. The language limits the amount of foreign currencies 
which may be used for expenses of the Agricultural Attaché Service 
and for general operating expenses of “the Forei ign Agricultural 
Service in carrying out the purposes of section 104-(a) of the Agri- 
cultural Trade Development and Assistance Act of 1954 including 
supervision of market development projects. It does not limit the 
amount of local currencies which may be used for market development 
projects. 

Mr. Anversen. If it is a limitation and you do not need any addi- 
tional authority, what is the purpose of including the language? 

Mr. Mruier. The purpose of the language is to limit the amount of 
section 32 funds which the Secretary may allot to the Foreign Agri- 
cultural Service and to limit the amount of foreign currencies which 

may be used for expenses of the Agricultural Attaché Service and 
for general operating expenses of the Foreign Agricultural Service. 

Mr. AnpErsen. Did the Department propose this language change 
or did it come out of the Bureau of the Budget ? 

Mr. Mutter. In this particular instance, ‘the language was prepared 
by the Department of Agriculture at the request of the Bureau of 
the Budget. 

Mr. Wuirren. Do you havea general statement, Mr. Myers? 

Mr. Myers. No, sir. 

Mr. Wuirren. Mr. Myers, I mentioned earlier we appreciated very 
much your cooperation and ‘consideration in connection with our at- 
tendance of your meeting in Paris. We are pleased at the efforts 
which your agency is making. You seem to be getting along fine. 

I think, since this is your first appearance before this committee, 
it might be well to put in the record a listing of your background and 
experience, which seems to be very excellent, indeed. I think it is 
well for the record to show that at this point. 
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(The biographic sketch referred to follows :) 


MAx MYERS, ADMINISTRATOR 


Date of birth: September 5, 1913. 

Legal residence : South Dakota. 

Education and training: 

B.S., 1938, agricultural economics, South Dakota State College, Brookings, 
S. Dak. 

M.S., 1942, agricultural economies, Cornell University, Ithaca, N.Y. 

Ph. D., 1950, agricultural economics, Cornell University, Ithaca, N.Y. 

Graduate work at University of Minnesota in agricultural economics, 1948, 

Employment history: 

July 1, 1958 to present: Administrator, Foreign Agricultural Service, USDA 
Washington, D.C. 

January 1957 to July 1958: Director, agricultural experiment station and pro- 
fessor of agricultural economics, South Dakota State College, Brookings, S. Dak, 

1950-57: Head of department, agricultural economics, South Dakota State 
College. 

1946-50: Assistant professor, associate professor of agricultural economics, 
South Dakota State College. 

1958-40: Instructor and research assistant, South Dakota State College. 

1934-38: Student worker and enumerator, South Dakota State College. 

1925-34: Farming. 

Organizational activity: 

International Conference of Agricultural Economists. 

American Farm Economics Association. 

American Society of Farm Managers and Rural Appraisers (college vice pres- 
ident, 1957). 

Phi Kappa Phi (scholarship). 

Pi Gamma Mu (social science honorary ). 

Pi Kappa Delta (forensics honorary). 

Rotary International, 

American Legion. 

Reserve Officers Association. 

Armed services: 

January 29, 1942, to August 6, 1946: Commissioned officer (lieutenant through 
lieutenant colonel, infantry) U.S. Army. Overseas service—Pacifie area. 

August 7, 1946 to present: C olone l, U.S. Army Reserve. 

Marital status: Married. 

Family data: Ruth Fuller Myers (wife), Kathleen Anne Myers (daughter), 
John Kenneth Myers (son). 
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Mr. Wuirren. I notice your request for $100,000 from section 32 
funds. In that connection, how much of section 32 funds did you 
have in 1959, how much would you have in 1960, and what is the 
purpose of the $100,000 increase ? 

Mr. Minor. We have this year $2,493,000, including the Pay Act 
costs, and $2,593,000 for 1960. ‘The $100,000 increase is to put the 
increase whic h was provided in the fall of 1959, on a full year basis. 

Mr. Winrren. What are those particular funds being used for? 

Mr. Mrnor. This is from section 32 and it is for some support work 
and managers for trade fairs, for additional people who were neces- 
sary to implement the 480 sales program, issuing the purchase authori- 

zations, keeping necessary records, and preparing necessary and re- 
quired reports on the Public Law 480 activity. 

Mr.-Wurrren. Could we have a listing of those fairs, the total num- 
ber of personnel and their location, and what additional ones you 
would have if this budget request is allowed ? 

Mr. Minor. Yes, sir. 
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(The information requested follows :) 


The personnel responsible for the trade fair program are paid from section 32 
funds allotted to the Foreign Agricultural Service. 

In calendar 1955, we exhibited at three fairs with one man and one secretary 
on the payroll, and a second man borrowed part time from another Department 
agency. 

In calendar 1956, we participated in nine fairs, with two men and two girls 
full time, two men part time on the payroll, and one borrowed part time from 
another agency. Of the nine fairs, four of the exhibits were handled by FAS 
alone; 4 were in cooperation with the Office of International Trade Fairs, De- 
partment of Commerce; and one was in cooperation with the U.S. Information 
Agency. 

In calendar 1957, we participated in eight fairs with four men and two girls 
full time and two men part time. Five of these exhibits we did alone and three 
were in cooperation with the Department of Commerce. 

In calendar 1958, we participated in 11 fairs with four men and two girls full 
time, three men part time, plus six additional men borrowed for brief periods 
from other units in the Foreign Agricultural Service. We handled six of these 
exhibits alone and five were done in cooperation with the Department of Com- 
merce. 

In calendar 1959, we plan to participate in 16 fairs. We have eight men and 
two girls full time, one man and two girls part time, and expect to take on an- 
other part-time man. FAS will handle 10 fairs alone and will show its new 
mobile exhibit in six of these; the remaining six fairs will be done in cooperation 
with the Department of Commerce. 

These personnel are responsible for planning and directing the trade fair 
program. The cost of construction and operation of the fairs is paid with for- 
eign currency. 


International Trade Fairs participated in by the Foreign Agricultural Service 


4gricultural exhibits Calendar year 
1955: 
Cologne, Germany__--- ss tacind seca ates aes das ek Oct 1-9, 1955 
Ne a 00 a a ec ee mshi, Nov. 25—Dee. 11, 1955 
APUG NBN ick eared eens mene _._.___.. Dee. 20, 1955—Feb. 27, 1956 
1956 : 


Osaka, Japan incaaiaiadeaaaeas Apr. 8-22, 1956 
marcelona, SpGin= «cow cee dian eee eaccaaeae _. June 1-20, 1956 
NS: a a cr _. June 30—July 18, 1956 
RR A I a ee Aug. 28—-Sept. 15. 1956 
BRIODIEG, (SPOQNO 8 cme mic sat anceseacil elec Sept. 2-18, 1956 
nT <r a Sept. 9-16, 1956 
AANA IA Nt sca Mies will Sept. 9-16, 1956 
sogota, Colombia__-_- service sat sesiaaal bn intinsin ts TOON cates eh Ae 
mm NRMUICEDI TEN ON RENNIN 5s sess cs cs sng cess estamos Dec. 7-31, 1956 

1957 : 
OUT MAIN sd ct SOE es le ees yee Mar. 10-19, 1957 
ST A a a May 4-19, 1957 
RMON TIO, PUIG os ese econ a ea te May 24—June 10, 1957 
ARSENATE eee June 1-20, 1957 
ismir, Turkey... Je ooh Le ers Aug. 20—Sept. 20, 1957 


BROMINE SIVOROR 5b hi el ak Sept. 1-22, 1957 
SAMSON) SAO EE oe eect ess csi ph oa aches ati Sept. 7-22, 1957 
‘ ORIEN CIT EN hee i a ee Sept. 28—Oct. 6, 1957 
958 : 
ReMIe A ONMNI Soe SSL Se ie a es . Apr. 12-27, 1958 
RE PP ONMING ieee een Soe idecc cnc FERRE, eS 
RUN PE er iN ee June 14-16, 1958 


Be ET SRO se ci cornses Sates acta aeidaedanharaaeel July 5—Aug. 5, 1958 

pmnir, Tarkey. ra 5 ee eres ie Aug. 20-Sept. 20, 1958 

a nsthiyia; MimestanGe® Joi. es Aug. 28—Sept. 11, 1958 
Depends. Salaries ah ag Ne eS eet Sept. 6-21, 1958 

POUT MEIN ehh ce ea ae Sept. 7-14, 1958 

Bari, Italy soca ph anil tee ate ee _.. Sept. 7-25, 1958 

Munich. Germany... ..... Lote Sept. 25-Oct. 5, 1958 

RI RRR ARIANA OD eee ee Dec. 10, 1958—Jan. 10, 1959 
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Foreign Agricultural Service, 1959 trade fair program (tentattve) 


{Fairs in italics represent independent FAS exhibits; all other fairs represent joint participation with 
Commerce] 
nea as ; 





City Dates Fair 


a — a - - oul 


Verona, Italy d Mar. 8-16__- 6ist International Agricultural Fair (FAS mobi 
exhibit). 

Cagliari, Italy (Sardinia)... Mar, 15-29 lith Samples Fair of Sardinia, 

Calentta, India_- __| Mar. 15-Apr. 15___| U.S. exhibit (solo). 

Bologna, Italy_- May 8-22 ; 2°d Samples Fair (FAS mobile exhibit). 

Madrid, Spain... ...-| May 23-June 23...| Spanish Agrienltural Fair. 

Barcelona, Spain_-_ Sea E International Samples Fair. 

Poznan, Poland -_- June 7-21__.. 28th International Trade Fair. 

Lausinne, Switzerland ‘ June 13-28 AIDA International Food Exhibition. 

Trieste, Italy... --- June 21-July 5.-.-- a {International Samples Fair (F AS mobile 
exhibit). 

Roverto, Italy.......----- Aug, 2-10 . llth Inter-Provincial Exposition of Handicrafts 
Industry and Agriculture (FAS mobile exhibit), 

Madras, India..........--.-- August-Septem- U.S. exhibit (solo). 

ber. | 

Salonika, Greece_____---- = Sept. 1-22 _.| 24th International Fair of Thessalonika. 

Cremona, Italy .-} Sept. 12-21. -| 14th International Fair of Dairy Cattle (FAS mobile 
exhibit). 

Cologne, Germany -.-- ----| Sept. 26-Oct. 4.- 5th General Provisions and Fine Foods Exhibition 
(ANUGA). 

Lima, Pert___- Oct. 1-18__.-- Pacific International Trade Fair. 

Foggia, Italy. Nov. 23-30 e National Cattle Fair (FAS mobile exhibit). 


AGREEMENTS UNDER PUBLIC LAW 480 


Mr. Wuirren. We have an investigator’s report that will be placed 
in the record at the conclusion of this hearing. In order to bring it 
down to date, I wish you would put in the record the number of agree- 
ments that you have outstanding under Public Law 480, the total 
number of agreements in process, and those that have been signed 


and the items shipped. 

(The information requested follows :) 

The number of countries with which title I, Public Law 480 agreements have 
been signed up to the present time is 38 and the total number of agreements, 
amendments, and supplements signed with these countries is 147. The number 
of countries to which an appreciable amount of the commodities are still to be 
shipped under outstanding Public Law 480, title I agreements is 18. A large 
part of these shipping balances is the result of agreements which have been 
signed recently and under which there has not been sufficient time for shipments 
to be completed or in some cases even to be started. The detailed table inserted 
at page 1200 of the transcript of this testimony shows the export market value 
of the individual items shipped by countries to date. 

Mr. Wuirren. Then I would like a statement as to how much in 
foreign currencies you are spending in 1959 and for what purposes. 
You might give it to us roughly and correct it for the record if you 
wish. 

Mr. Minor. We have available this year $9,215,000 of foreign cur- 
rencies. Not all of that will be obligated in the fiscal year. 

Mr. Waurrren. That has to do with projects that you approve. 
Tell us the story about the military housing, Is that cleared through 
your agency ? 

Mr. Myers. No, sir. 

Mr. Wurrren. That is handled entirely separately ? 

Mr. Mrnor. As far as Foreign Agricultural Service is concerned, 
we have funds under section 104(a) for market development. We 
have a relatively small amount under 104(f) to finance transportation 
only for the Russian exchange, but these are the only foreign cur- 
rencies that we have available to us. 





On with 


1515 


TOTAL FUNDS AVAILABLE 


Mr. Wurrren. I would like to have in the record the total funds 


———} that you have available to you from all sources, separated according 
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' to source, and the total number of employees that you have. 


Mr. Minor. That is in the budget. We will be very glad to put a 


statement in here, also. 
(The information referred to follows :) 


' Foreign Agricultural Service—Estimated amounts available, by source of funds and 


estimated employment, fiscal year 1960 














Average 
annual Total funds 
positions 
Direct appropriation: 
Salaries and expenses: 
Analysis of foreign agriculture and trade...........-...-...-...--...- 144 $1, 266, 200 
Dr SREITURIT ET TR ae isa wins nqnceencdusacasatncdsdsaccsseenben 216 3, 002, 100 
TOUR), COIN TUG CIO sin ciccnietcetecsivchbvikuudnnincnjeendnael 360 4, 268, 300 
Transfer from— sf ag 
Removal of surplus agricultural commodities: 
POpGISS WRETIOS DROUROUIOR  nscivincceccc ccd. ccdesainndonwmemmeand 261 2, 348, 400 
SIRES QUIN smn conindunevkiuysidinnnnuunsanscenepaansa wales 29 244, 600 
Total, removal of surplus agricultural commodities. -_-......-......-. 290 2, 593, 000 
Allocations and working funds: International Cooperation Administration... (4) ) 
Allotment from— 2% 
Agricultural Trade Development and Assistance Act of 1954 (in dollar 
equivalents): 
PINE INI ooo co cnamenemnda amoeba mum aaiaaiaaaiy eta dubciewinnd a maa 6, 440, 000 
CO NE 8 os vain etic nanniabeiewundeswehans 34 360, 000 
PRICED BREE TIT don coe cscs onckaonesheunveosiwunadsadnanatienes 35 200, 000 
Total, Agricultural Trade Development and Assistance Act of 1954- 69 7, 000, 000 
POG DING FOMMDTNDUODIN, « . cc casnccdndsnnenweseoradetdadbadedenvacecune 26 236, 100 
Mastek, £5 ookoceun oes sostiincsamentaitoniateLedantuddcsadalarete 745 14, 097, 400 


'ICA figures for 1960 are not yet available. In 1959, the estimated amount available from ICA 
is $3,613,235, and the estimated employment under ICA funds is 82 man-years. 


AGRICULTURAL ATTACHES 


Mr. Wuitren. How much time do the attachés spend on the proj- 
ets in regard to Public Law 480% Do you have separate personnel 
in posts for that ? 

Mr. Myers. No, sir; we do not have separate personnel. 

Mr. Wurrren. What would be an approximation ? 

Mr. Myers. At most of the posts there would be one American 
attaché, an American stenographer, and a local agriculturalist to help. 
An attaché has to divide his time. I have had different estimates 
from attachés on the division of their time. 

I do not believe we have an estimate on this. I would like to ask 
Mr. Tetro if he has an estimate on this. 

Mr. Wurrren. If you do not have anything more detailed than 
that, I can understand easily why you would not. The amount of 
work done in each field would likely be dependent on the amount of 
work pressing at the moment ? 

Mr. Terro. That is right. It varies from post to post. In many 
posts we have no 480 program. 

Mr. Wuitren. Does each agricultural attaché report directly in to 
Mr. Myers, or do you have some area managers ? 

33913—59—pt. 3—17 
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Mr. Myers. We have four area men who work under Mr. Tety 
to help ‘with the problems of regions in the world. 
Mr. Wuirrten. Are they located i in W: ashington ? 
Mr. Tretro. They are in Washington, sir. 
Mr. Wuirren. How are those areas broken down ? 
Mr. Terro. One area is Central and Latin America; one for Europe; 
one for the Far East, which would include South Asia; and the fourth 
is the Middle East and Africa. 






























CHANNELS OF ATTACHE 





REPORTS 


Mr. Wuitren. We were the ones on this committee along with 
several others that promoted the transfer of the attachés to agricul. 
ture. Under this system the attachés report directly to the Depart 
ment. Some of us think one of the problems comes because of the 
fact you have so many layers between the man at the top and the man 
in the field. Sometimes that in itself slows things down. 

We have the attaché where he is supposed to report to the Secretary, 
In reality, does he have to report to his area manager, the area man- 
ager to Mr. Myers, and Mr. Myers to the Secretary, if you find him 
intown? Isthat the way it works ? 

Mr. Myrrs. No. Reports come to whatever part of FAS is con- 
cerned. ‘They are reports that have to be analyzed by people her 
in Washington. They come to the people concerned, but we are al 
very close together, and Mr. Tetro and his assistants are very clos 
to me, too. 

What I am getting at, there is no delay between the attaché who 
makes the report on a given market, or a given commodity, and the 
people who have to use that material. 

Mr. Wuirren. Does this report have to go through all these peo- 
ple to reach the Secretary ? 

Mr. Myers. To reach the Secretary ? 

Mr. Wuirren. Yes. 

Mr. Myers. If it is routine material, it goes through the processing 
and analysis people. If it is an important matter, that should k 
called to the Secretary’s attention, it will be brought to me and on 
to Mr. Miller and the Secretary as r apidly as we can. 

Mr. Wuirren. How can you determine whether it is important, if 
you do not go through all of those people? You say if it is routine, 
it goes through these various people to the Secretary. If it is very 
important, it does not have to do all that. Unless it goes through 
channels to you, when are you going to decide it is important ? 

Mr. Myers. The attaché does both, actu: illy. If he thinks he has 
something really urgent, he marks it so and it is immediately brought 
to my attention. I have to depend on the judgment of people who 
are commodity specialists and the regional men to help me evaluate. 
Mr. Miller and the Secretary have to depend on the judgment of others 
to help decide, but we try to run the kind of an organization where We 
are not bound by rigid layers, where we improvise if we have to, and 
keep the others informed. That is one of the first things I said when 
I came here, and we are trying to run a shop which does not get to 
rigid. 

Mr. Wuirren. The reason I asked that question was not to indict 
anyone or even indicate I have had any complaint. But the purpos 
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originally was to try to get the reports of our attachés directly to 
the Secretary of Agric ulture because of delay and sometimes not get- 
ting it if it came “through regular State Department channels. I 
wanted to be certain we did not end up with more lawyers between us. 
Formerly we just had the Secretary of State between us. 

Now it looks like we could have four or five. I am not saying that. 
[am asking. 

Mr. Miter. Mr. Chairman, let me say we operate in pretty close 
contact, Foreign Agricultural Service and our Office up front. “Some- 
times we do not go through too many formal approaches to resolve 
a problem. We hhave an unde ‘standing over there that if we have 
a problem that needs to be expedited, we can do it immediately. I 
sometimes get the impression, Mr. Chairman, that these fellows get 
some pretty 1 ‘apid service with the number of problems they bring up. 

Mr. Wuirren. My questions do not come from any complaints I 
have had, may I say for the record. 

Mr. Minor. I think one of the problems here is on the word 
“reports.” We have over 1,100 scheduled regular reports that come 
in on various commodities or areas and some 3,000 special reports 
that the attachés prepare that do move through channels. I had a 
feeling that you were talking about things that were spot and urgent, 
et cetera, rather than these routine reports. The routine reports are 
the ones that go through the channels. 

Mr. Wurrren. I am aware that you have these regular reports, and 
as I have tried to express in times past, it is so highly vital that we have 
statistics, now that we have such a problem i in connection with exports 
into foreign trade. I think these regular reports are the basis for our 
statistical information about the w orld and world trade, and I think 
it should be done regularly, in addition to spot problems or major 
problems. 

LANGUAGE TRAINING 


In our own contact with the attachés we find that we do have some 
very excellent attachés who do not happen to talk the local language, 
certainly not as well as some others. 

On the other hand, we do notice that it is much easier for those 
who have a working knowledge of the language in the country to 
which they are assigned. How much attention is given toward select- 
ing people who already know the language or in training the people 
touse the language before going? What are the requirements that 
you have, or do you have to do the best you can ¢ 

Mr. Myers. We are working at that, sir, and we can say that as 
of the present, 75 percent of our attachés and assistant attachés can 
we a language which is legally acceptable in the country. 

We are trying ig, on both the points you mentioned, to select where 
possible a person with the language and we are pushing for more lan- 
guage instruction before they go out. You will appreciate that Agri- 
culture took this over quite recenth 7; that it has been expanded, and 
ina number of cases it has been more important to get a trained agri- 
cultural observer to the country than to wait until he learned the lan- 
tage, or to try to find someone who knew the language but did not 
know the agriculture. I can assure you this is a continuing campaign 
with us and one of my own efforts now is to try to arrange our rotations 
‘that a man who learns a major foreign language, suc h as Spanish or 
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French, can carry out more of his career in countries where the lan. 
guage he learned can be of use. 

Weare working at that, also. 

Mr. Mrnor. You would be interested to know we have a young lady 
who is going to Caraccas, Venezuela, that is now spending 2 months, 
8 hours a day, on language training. We have tried very hard to geta 
person with the language tosend. We were unable to do so. 

She had some of it; so she is spending 2 months, full time, all day, 
The attaché says it would be more helpful to him to give her the 
language training than it would be to have her there now. 

Mr. Wuirren. Do you issue an agricultural attaché handbook, with 
directions, et cetera? Do you have such a handbook that you issue to 
all of them? 

Mr. Myers. We have a body of such information, but if it has been 
put into one book, it has not come to my attention. 

Mr. Tetro. No,sir. We have been working on that, Mr. Chairman, 
and I think we hope to have a working manual out this year. 

Mr. Minor. Except for some illness, the first part of it would already 
have been out. It is out there, but it is in three or four series. It is 
being codified into a complete set of instructions and procedures for the 
whole Foreign Agricultural Service. 

Mr. Myers. You will remember, sir, at Paris we were working 
with the attachés on Operations Memorandum 7 part of the time you 
were there, which was on market development. We went over that 
with the attachés in the conference at New Delhi. It is part of this 
body of information. 

Mr. Minor. That will be the first title issued in the new series. 


APPOINTMENT AND ASSIGNMENT OF ATTACHES 


Mr. Wuirren. Your attachés are under schedule A, or are they civil 
service appointments ? 

Mr. Myers. Through grade 15 they have just come under the regu: 
lar civil service. 

Mr. Wuirren. How would that divide your people, then, as to what 
number is in class A ? 

Mr. Myers. It is relatively few above. 

Mr. Minor. There are 10 above grade 15 and all the rest came under 
the competitive service on November 27. There are some of thos 
that have to file an application and establish their eligibility. All 
those who have previously had competitive status are simply reit- 
stated. There are 62 attachés, assistants, and secretaries who are be 
ing reinstated and about 30 that will have to file. They are in proces 
of doing that now. There are about half a dozen more that are res 
dent Americans at the post and they will be under limited appoint: 
ments at the post, because they are not available for transfer to other 
posts. 

Mr. Wurrren. What is your normal exchange or rotation betwee! 
the field and Washington ? 

. Mr. Minor. The period ? 

Mr. Wurrren. Yes. 

Mr. Minor. Our policy is that at the so-called hardship posts, ! 
man will stay for the minimum of 2 years. If his health and his 
family’s health is all right, and he is willing to go back, some ° 
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them go back for a second tour to a hardship post, but we do not re- 
quire it. , 

In other posts a tour is usually 4 years, with home leave in between 
and in some cases 6 years. 

I believe the pores has been pretty well followed thus far. 

Mr. Terro. Thus far I think it has been rather closely followed. 

We have rotated from all !evels in FAS, including one adminis- 
trator, one deputy administrator, one assistant administrator and two 
division directors. In the field, we have tried to slow down rotation, 
and have returned some people to hardship posts when they were will- 
ingtoreturn. ‘This is their decision. We believe the longer we keep 
aman at a post, so long as that time is reasonable, the more exper- 
ienced he is in the language, custom, and ability to serve American 
agriculture. 

Mr. Mrnor. We have a number of attachés that were brought back 
into Washington to serve 2 or 3 years ago that have had a tour here 
and have gone back to the field. 

Mr. Wuirren. Mr. Natcher? 


EFFORTS TO REDUCE FOREIGN IMPORT DUTIES 


Mr. Natcuer. Mr. Miller, I am glad to hear your report on tobacco 
and its increased use in Japan. 

I would like to call your attention to page 122 of the justifications, 
and especially that section which requires removal of the restrictions 
against U.S. agricultural exports under GATT. 

Assuming a country such as Burma, that has a 200-percent import 
tariff on unmanufactured tobacco, refuses to decrease this unreason- 
able tariff. What procedure, if any, does the Department of Agricul- 
ture take with countries that are not a member of GATT? 

Mr. Mitter. Let me refer that to Mr. Burmeister, who can give you 
the steps that we are able to take in such a case. 

Mr. Burmersrer. Outside of GATT there are countries with which 
we have bilateral agreements. With all the other countries, we have 
no opportunity, other than economic argument and persuasion. Until 
wecan bring them into a negotiating position, that is, to negotiate with 
us for the reduction of duties, we cannot do much other than persuade 
= through discussion, asking them to reduce the duty if it is too 

igh. 

_ Mr. Natcner. Can you tell me what action, if any, has been taken 
insofar as Burma is concerned ? 

Mr. Burmeister. I believe Burma is in the GATT, is it not ? 

Mr. Narcuer. I do not know. 

Mr. Burmeister. I think so. We have negotiated with Burma. I 
would have to check that, though. 

_ Mr. Narcuer. Suppose you check it. You might want to insert 
in the record any arrangement or agreement or anything that has 
been done recently insofar as Burma is concerned. 

Now, just generally speaking, where the nation involved is not a 
member of GATT, what procedure do you take? 

Mr. Burmetster. We discuss the problem with them, asking them 
to reduce the duty. We cannot offer them anything much in return 
until we get them into a negotiation under the terms of the Trade 














Agreement Act. That would mean entering into a broad trade agree. 
ment with them, but we do try to use persuasion, the economic situation, 
and prove to them that it is uneconomic for them to operate at those 
levels of duties. In most countries, on tobacco, you understand, there 
is also some sort of a tax. These taxes are for revenue purposes. In 
many countries tobacco is handled by a state monopoly. That makes 
it very difficult for us to get much out of them on that basis. 

Mr. Natcner. In a great many of the countries that you refer to 
this tax is placed on the finished product, not on leaf tobacco or on 
unmanufactured tobacco. 

Mr. Burmerster. That isright. They also have high import duties, 

Mr. Narcuer. In some instances, that is correct. 

The reason that I point out Burma to you is that it is exceedingly 
difficult for me to tell my people why Burma should be in the foreign 
aid bill each year for several million dollars when they in tarn would 
place a 200-percent import tariff on unmanufactured tobacco that 
means so much to my section of the United States. 

These exact figures are classified, but I can say this to you: That 

surma has received several millions each year for the past 2 years and 
notwithstanding the fact that they are one of the recipients of our 
foreign aid program, they have placed an unconscionable tariff, I 
think, on tobacco. 

Mr. Burmetster. It is for revenue purposes entirely. 

Mr. Natrcuer. That may be so but it is a right peculiar position to 
take as far as we are concerned. As I understand, in Burma they 
produce a little Flue-cured tobacco. 

Mr. Burmetster. Yes, sir. 

Mr. Mitter. Let us look up the specifics on this one instance and see 
if this is a revenue derived on the import tax of the tobacco, as well 
as a tax on the product, and we will give you full details on that one. 
1 would be interested to see that myself. 

Mr. Ioanes. It is an import tax of 200 percent recently imposed for 
the stated pur pose of protecting a very small domestic industry; that 
is, domestic production of tobacco. We have been concerned about it, 
it has been the subject of cable exchanges with our Embassy in that 
country. 

Mr. Natcuer. This small amount of tobacco produced locally in 
surma is not adequate to supply Burma’s needs? 

Mr. Ioanrs. They need quality tobacco from outside, we think. 

Mr. Narcrer. Can you tell me what import tariff we have on u- 
manufactured tobacco in this country? Isn’t it about $11 or $124 
hundred ? 

Mr. Miiuer. I was thinking of 16 cents. 

Mr. Narcner. You are pretty close. It is somewhere in that neigh- 
borhood. I wondered if at this point in the record you would insert 
that figure, the import tariff that we place on unmanufactured tobacco. 
(The information referred to above follows:) 






(GENERAL STATEMENT ON PROCEDURE USED BY THE U.S. GoveRNMEN'T IN THOSE 
CASES WHERE A FOREIGN GOVERNMENT INCREASES ITS IMPORT DUTIES 






I, 





GATT COUNTRIES 
There are at the present time 37 countries participating in the yeneral Agree 
ment on Tariffs and Trade (commonly referred to as GATT). These are Aus 
tralia, Austria, Belgium, Brazil, Burma, Canada, Ceylon, Chile, Cuba, Czecho 
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slovakia, Denmark, Dominican Republic, Finland, France, Federal Republic 
of Germany, Ghana, Greece, Haiti, India, Indonesia, Italy, Japan, Luxembourg, 
Malaya, The Netherlands, New Zealand, Nicaragua, Norway, Pakistan, Peru, 
Federation of Rhodesia and Nyasaland, Sweden, Turkey, United Kingdom, 
Union of South Africa, United States, and Uruguay. The United States and 
Czechoslovakia do not exchange tariff concessions nor extend to one another 
the most-favored-nation treatment on tariffs. 

Whenever a GATT country increases an import duty on an item bound in its 
GATT schedule, and that item is of some trade importance to the United States, 
the U.S. Government promptly submits a formal request for consultation. 
Usually, in the subsequent consultation the U.S. representatives attempt to dis- 
suade the foreign government from increasing its duty. If this is not success- 
ful, then the United States requests adequate compensation in the form of tariff 
reductions, preferably on related items. Such has been done in numerous 
instances. 

Should a GATT country increase an import duty on an unbound item (i.e., 
an item not in its GATT schedule), which is of trade importance to the United 
States, then the United States in most instances would attempt to get the country 
to withdraw this increase in duty. However, the principal argument which 
has been used in such cases would be that the United States did not feel this 
action Was in accord with the general principles of promoting more friendly 
trade relations which would be to the mutual advantage of both countries 
concerned. 


Il, COUNTRIES WITH WHICH THE UNITED STATES HAS BILATERAL TRADE 
AGREEMENTS 


There are at the present time eight countries with which the United States 
has bilateral trade agreements. These are Argentina, El Salvadore, Honduras, 
Iceland, Iran, Paraguay, Switzerland, and Venezuela. 

Whenever any of these countries increase an import duty, whether it be an 
item in the trade agreement or not, that is of trade importance to the United 
States, then, in general, the United States would follow the same procedure 
asisindicated above for the GATT countries. 


Ill, COUNTRIES WITH WHICH THE UNITED STATES HAS NO TRADE AGREEMENT 


Should any country, with which the United States has no trade agreement, 
increase its import duty on an item of trade importance to the United States, 
then the United States usually submits an informal complaint through its 
Embassy. In such cases, we usually say that the U.S. Government does not feel 
that such action is in accord with the general principles of promoting more 
friendly trade relations which would be to the mutual advantage of both 
countries, 

TOBACCO IMPORT DUTY IN BURMA 


On September 1, 1956, the Burmese import duty on unmanufactured leaf 
tobacco was increased from 100 percent ad valorem to 200 percent ad valorem 
to increase revenue earnings and stimulate domestic production. 

The U.S. import duty rates on unmanufactured tobacco are attached. The 
US. rate in ad valorem equivalent ranges from approximately 15 to 35 percent. 

Our agricultural attaché in Rangoon, Burma, reports that he has made it a 
point to protest the increase at every opportunity in his dealings with Burmese 
Government officials. As recent as December 4, 1958, our attaché addressed a 
letter to the Secretary of the Ministry of Trade Development pointing out, 
among other things, that the drop in imports of leaf tobacco is related directly 
to the increased duty which has resulted in a loss in revenue and excise-tax 
anne. A similar letter was addressed to the Secretary of the Ministry of 
nance, 

Burma is a participating country in the GATT. However, the Burmese import 
en unmanufactured tobacco is not a concession or bound rate in the GATT 
schedule, 
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U.S. import duty on unmanufactured tobacco 


a 


Per pound 


Unstemmed Stemmed 





Leaf tobacco, the product of 2 or more countries or dependencies when mixed 
or packed together 


Wrapper tobacco, and filler tobacco when mixed or packed with over 35 per- 
cent of wrapper tobacco 
If product of Cuba 


Filler tobacco not specifically provided for: Cigarette leaf (having the flavor 
and aroma of smoke-cured Latakia leaf tobacco) 
Other than cigarette leaf 
If product of Cuba 
Product of the Philippines: 
Within quota. 
Over quota 
Scrap tobacco: All quotas and tariff rates on scrap tobacco are the same as 
those given above for unstemmed filter tobacco (except cigarette leaf) not 
specifically provided for: 
Unmanufactured tobacco not specifically provided for 
Stems, not cut, ground or pulverized 





Mr. Natcuer. Thank you, Mr. Chairman. 

Mr. Myers. One of the main purposes among the odd jobs of the 
attaché is that he, as an agricultural man, knowing that kind ofa 
situation, can keep working within the embassy to keep the embassy 
working on it, and by his personal contacts with appropriate goy- 
ernment people in the other government, to keep reminding them 
that there is a way in which it would be desirable to them to change 
their policy. 

Mr. Natcuer. Thank you, Mr. Chairman. 

Mr. Wutrren. Mr. Santangelo. 

Mr. Santanceto. I am very pleased to see Dr. Myers here. We 
have not seen each other since I was fortunate to go to the agricultural 
attaché conference in Paris. 


FARM EXPORTS TO VARIOUS COUNTRIES 


I was looking over your justification with respect to the major ex- 
ort markets: I was quite alarmed that we had dropped the sum of 
726 million in exports as between 1957 and 1958. That is on page 

108 of the justifications. 

In looking them over, I notice that in 11 of the countries, the ex- 
ports have decreased and in about four they have increased. 

In looking over the four that have increased, we find Cuba, Vene- 
zuela, Poland, Mexico: In Cuba we had a revolution; in Venezuela 
they stoned Vice President Nixon; in Mexico I do not know what 1s 
happening; in Poland we have been having a great deal of trouble. 
I wondered whether there was any correlation between the inc 
exports to these countries and these revolutions. 

Frankly, I am serious about the question, whether it is an under- 
standing that things are bad and you are increasing them, is there 
any correlation between the increases and the trouble? 

Mr. Miter. I think it is coincidental. I know of no conditions 
prevailing in these countries that would cause us to increase these be- 
cause of the circumstances around the country. 
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Generally, the decline has been due to the decline in exports as a 
whole from the United States, agricultural as well as nonagricultural. 

Mr. Mutter. I think it would be a fair thing to look Gaels to the 
commodities to see the volume of exports. 

Mr. Myers. On page 106 there is a comparison between 1957 and 
1958 of some of the leading commodities. 

Mr. Mitter. Cotton is the large one. As we have said, we have 
sold considerably less cotton this year than we sold in 1957. Feed 
grains kept relatively a good position. We lost in wheat. 

Tobacco actually showed a little increase. 

Livestock products are down 17 percent. 

Largely we can say wheat and cotton accounted for the majority 
of the decrease, almost 40 percent of the decrease. 

Mr. IoaNngs. The biggest single reason for the decrease shown in 
a number of these countries where there is a decrease is because of 
the decline in cotton exports. In the case of the United Kingdom, 
in the case of Japan, and in the case of West Germany I am sure 
we exported less cotton in 1957 and 1958 than the previous year. 
The same is true of European countries on wheat. And so in most 
European countries you will find them importing less wheat from 
us than in the previous year. 

Taking the countries where there has been an increase, in Mexico 
the big difference was in corn. 

Cuba, this was prior to any difficulty there and reflected the good 
economy at that time. 

Mr. Santanceto. What items do we sell in Cuba in greater quan- 
tities than in 1957? 

Mr. Ioanes. Corn, rice, and perhaps wheat; those three. 

Mr. SanTANGELO. Do you want to give any explanation with regard 
to Venezuela ? 

Mr. Ioanrs. In Venezuela the economy is based largely on oil. 
Their income from oil up through this time has been very good and 
it was a relatively open market and this reflects the fact that they had 
dollars to buy. 

Mr. Santanceto. What type of food products do you send to 
Venezuela ? 

Mr. Ioanrs. We send wheat, we send flour, we send some eggs. 

Mr. Terro. It is the biggest egg market we have. 

Mr. Ioanrs. And some canned goods. 

Mr. Santance.o. At the time the Vice President was there it was 
thought we would put restrictions on Venezuelan oil. Do you know 
if we have done that ? 

Mr. Ioanes. There are voluntary quotas in effect now in crude oil. 

Mr. Santancevo. Higher or lesser quotas than before ? 

Mr. Ioanes. I would say the quotas probably have the effect of 
limiting the imports below what they would be without the quotas. 

_Mr. Santanceio. We have not raised our tariffs on imports from 
Venezuela, have we? 

Mr. Ioanrs. No. It is voluntary. 

Mr. Sanrancexo. Do these figures include relief, and 

Mr. Ioanrs. Everything. 

Mr. Minter. Donations, charities, everything. 
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EXPORTS TO ITALY 


Mr. Sanrancevo. Can you give me what the decline of exports in 
Italy was? 

Mr. Ioanrs. I would have to guess, but I would say cotton was one 
of the big decreases in Italy, and probably edible oils. They hada 
better olive crop last year. 

Mr. Sanranceo. After I left you fellows in Paris, I was in Rome 
and talked to the Director of the Soy bean Council. Can you tell us 
whether or not the program of trying to get an increase of exports of 
soybeans to Italy has succeeded or is it static or what is our position 
in connection with the export of soybeans to Italy ? 

Mr. O’Leary. Are you speaking in terms of oil and meal or soy- 
beans? 

Mr. SantanceLo. They wanted to expand the import of soybean oils 
into Italy because even though they have olive oil, they have a shortage 
and are trying to get soybean oil, which is cheaper. 

Mr. O'Leary. The exports of oil from the United States to Italy, as 
you might imagine, are residual. They fill a gap at a time w hen the 
domestic production of olive oil for domestic use is in short supply, 
Therefore, it is not a constant thing, and because of a good crop the 
imports from the United States have been going down in the last 8 or 
10 months. They may go up again. 

Mr. Sanrancero. Are we shipping soybeans to It: aly ? 

Mr. O’Leary. They are buying some soybeans and are buying some 
soybean meal. 

The basic part of the program in Italy at this time is more oriented 
toward encouraging a mixed feed which will utilize protein and feed 
grains from U.S. sources. While this program has not gotten to the 
point where it has expanded considerably, yet it has made some prog: 
ress in the 2 years it has been in effect toward creating interest in mixed 
feed and encouraging the farmers to shift from haph: azard feeding 
to a balanced feed ration. This is a coming thing in Italy for the rea- 
son not only that the industry and the feeders themselves are becoming 
interested, but also the Italian Government has shifted its policy and 
is disc ouraging excess production of wheat and encouraging a shift 
to livestock produc tion. 

Mr. SantanGeto. What about relief exports to Italy ? 

Mr. O'Leary. I do not have that information. 

Mr. SanTance.o. The next question is, will relief exports go to the 
northern part or the southern part of Italy? I have information that 
the southern part of Italy, which is the poorer section, does not get 
as much and that there is a need of getting relief exports to the south- 
ern part of Italy where the population is and where the poverty 1 

Mr. O’Leary. The volunteer organizations have large programs in 
southern Italy. Southern Italy has a large program under title II], 
section 416, carried out by voluntary agencies. Most all of the activi- 
ties are in southern Italy. 

Mr. Santanceto. I have had organizations come to me and say 
there was a lack of services in southern Italy. 

Mr. O’Leary. As to whether the program is large enough, I do not 


know, because they are carried on by the ICA, but the program 1s 
sizable, 
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Mr. Mituer. It largely depends on the ability of the volunteer or- 
ganizations, CARE and others, to handle the quantities needed. 

Mr. SANTANGELO. I would like to have for the record the extent of 
the relief exports to the southern part of Italy. 

Mr. Mitier. We will try to break it down as best we can. 

Mr. Sanranceno. Break it down between area south of Rome and 
north of Rome. 

Mr. Mitzter. We will get it for you. 
(The information requested follows :) 









TiTLe III. Pustic LAw 480 DoNATIONS To ITALY 
The attached table shows the size of title III foreign donations to Italy. 
Statistics are not readily available showing the amounts distributed in the 

area south of Rome. However, on the basis of plans of operations submitted 

by the U.S. voluntary agencies in requesting commodities, it is estimated that at 
least 80 percent of the volume of commodities is distributed south of Rome. 














Agricultural Marketing Service—Quantity and cost of surplus commodities donated 
to Italy under title III, Public Law 480, fiscal years 1956-58 











| 
| 
Fiscal year 1956 | Fiscal year 19577 | Fiscal year 1958 












Commodity | se ee eee | 
Quantity Cost Quantity Cost |} Quantity Cost 


(thousand | (thousand | (thousand | (thousand | (thousand | (thousand 







| 
| 












pounds) | dollars) pounds) | dollars) pounds) | dollars) 
| } | 

BB ON op a de | 3,179 | 293 | 7,340 | WEE feck Bo, eee ogee 
ig Ors aa — 26, 740 | 17, 301 sere Mako aeaat a 

RNG 5 cnscscetabbineddeel 392 | a ee eee ace Riheee 
Cheese Rete 25, 602 11, 290 8, 914 4, 059 12, 297 5, 127 
SRS a ET 19, 600 | 723 | 23, 850 | 1,000 | 20, 000 946 
Cornmeal] Pr eee 64, 740 | 4,784 | 63, 112 | 4, 569 
Cottonseed oil________- re 835 | 175 104 ean La os ee 
Milk, nonfat dry...........---| 26, 579 | 4, 891 | 13, 009 | 2, 667 | 23, 610 | 4, 363 
ies cdaitas chaetkae sas 2 315 | 38 | 2, 198 360 | 80 | 5 
Shortenins at eS ite ins cate a chess 750 OG fan deddeoot ithe areas Skee dentate baetes 
OE a Ee re ie 186, 676 | 9, 240 | 41, 544 Oe I eo ed 2 te sas 
mueat flour... ..-......2...- BO eae ye ie Reel 145, 462 11, 329 | 275, 142 21, 461 























| 
27, 098 | 394, 241 | 36, 471 


OU sindcan cabeaeeckwos 290, 668 | 44, 442 | 307, 161 
| | | 


Note.—Quantity figures represent approved requests and do not necessarily represent the actual amount 
shipped during the fiscal year. Cost figures represent total cost to the Federal Government. 












EFFECT OF EUROPEAN COMMON MARKET 






Mr. SantanceLo. Does the Common Market which went into being 
during the early part of the year have any effect on our exports? 

Mr. Mittrr. Mr. Burmeister can answer that. 

Mr. Burmeister. The external duties will not go into effect until 
1962. That means the averaging up of the duties in the lower duty 
countries and the higher duty countries. Until that time, of course, 
it will not have any appreciable effect. 

One of the things we are going to do as soon as they establish those 
external duties—and we expect to get that information about January 
1, 1960—we are preparing to negotiate with the six countries in order 
to get these duties down. Even after they are established we will 
hegotiate for a reduction in them before they come into effect in 1962. 

Another thing that is bothering us is the agricultural program 
which they plant to institute for the six countries. They made a special 
case for agriculture. The individual country programs are different 
how, so they have to bring them into line to where they hope there 
will be one agricultural program in from 6 to 12 years. 
















MARKETING OF FROZEN POULTRY IN ITALY 


Mr. Santance.o. What has happened to the program which I heard 
about in Paris on the sale of frozen poultry, poultry pieces, to Italy? 

Mr. Myers. It is being talked about in respect to several countries, 

Mr. Santrancevo. They said there was resistance to it in Italy, 
What happened there ? 

Mr. Terro. I wasthere last month and it was still stalled. 

Mr. Santanceto. They said something about large chainstores 
taking hold in Italy. 

Mr. O’Leary. I think this will come, sir, but in Italy the move- 
ment of poultry has been almost all on the day of the kill to the 
housewife for innumerable years. In going to an entirely new product 
there is something of a risk involved; and a storekeeper, even though 
it is a large supermarket storekeeper, would have to pay the cost of 
putting in a large stock and hoping it would catch on. T think it will 
come eventually. I think somebody, perhaps a group, will get together 
and pay the cost of getting a large stock and putting it into cold 
storage until they are able to sell it, but so far this has not been done, 

Mr. Sanranceto. Personally, I think there is a tremendous market 
for good poultry in Italy after going to Sicily and other areas around 
there and seeing how sickly the chickens looked there. I think they 
might be in the market for some good poultry, and since we have a 
glut of poultry in the United States I thought that might be a market 
where we could sell it. 

Mr. O’Lrary. I think so, but in something new like this it takes 


some time to determine whether a person would make a profit or a 
loss. 

Mr. Santance.o. That is all. 

Mr. Wmirren. Mr. Horan. 


TRADE BARRIERS 


Mr. Horan. I wonder if we could have the trade barrier picture 
supplied for the record? Are you making some headway in removing 
trade barriers ? 

Mr. Myers. Weare working at it, and with some success. 

Mr. Toanrs. One is the action taken by the United Kingdom to 
make available $20 million annually for the importation of North 
American fruit. The United Kingdom had been our biggest single 
export market. before the war, and everybody, including Members 
of Congress, has been trying to find a way to open this market up 
again, and finally last year the United Kingdom did authorize $20 
million annually for the importation of North American fruit. 

Mr. Horan. Could you supply a report on that for the record ? 

(The information requested follows :) 


MAJor DEVELOPMENTS IN TRADE AGREEMENTS FIELD, Juty 1958 THroven June 1959 


On August 20, 1958, President Eisenhower signed the Trade Agreements Exten- 
sion Act of 1958. Thus, the United States will continue to exercise influence and 
leadership in world trade problems. At the 13th session of the GATT in the 
fall of 1958, the United States indicated it was now prepared to participate ™ 
tariff negotiations with the members of the European Economic Community and 
other GATT countries, to the end that mutually beneficial tariff concessions could 
be agreed upon. At the coming 14th GATT session, contracting parties are e* 
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pected to decide upon the particulars regarding such a general round of tariff 
negotiations sometime in 1960. 

Work is now in progress within the Department of Agriculture and within other 
departments in preparation for these tariff negotiations and particularly with 
regard to negotiation with the Common Market countries. On January 1 of this 
year, the six Common Market countries—Belgium, the Netherlands, Luxem- 
pourg, France, West Germany, and Italy—took the first step in the gradual process 
of eliminating tariff barriers and bilateral quotas among themselves. The first 
step toward establishing a common external tariff will be taken on January 1, 
1962. 

In this connection, data and analytical material on literally thousands of indi- 
vidual tariff items, including agricultural, are being assembled to assist in examin- 
ing the general incidence of the proposed common external tariff, to help in nego- 
tiating the problem of compensation for impairment resulting from changes in 
pound rates. Preparatory work is also underway for negotiating possible new 
reductions in the common external tariff. During the 13th session several inter- 
ested countries, including the United States, consulted with the Common Market 
countries with regard to trade problems on tobacco, coffee, cocoa, bananas, and 
sugar, arising out of the association of the overseas territories with the European 
Economie Community. <A second series of consultations on these same commodi- 
ties was held in February. 

The United States participated at the 13th session of GATT in multilateral 
consultations with five member countries. These countries, under special pro- 
visions of the agreement, maintain import restrictions for balance-of-payments 
reasons. Shortly after consultations, Ceylon announced it was abolishing its few 
remaining discriminatory import restrictions. Under new agreed procedures, the 
first series of annual consultations with countries who maintain import restric- 
tions to conserve foreign exchange will be conducted in 1959. Sixteen countries 
will be required to consult. 

In January, the United States, along with other interested countries, consulted 
jointly with West Germany concerning the quantitative import restrictions of 
the Federal Government. Emphasis was directed toward obtaining a maximum 
degree of liberalization for both agricultural and industrial products, as well as 
eliminating the discriminatory application of import restrictions. 

The United States consulted bilaterally with certain countries maintaining 
import restrictions (Japan, Denmark, Norway, Ceylon, Australia, Brazil, the 
Netherlands, the United Kingdom, the Dominican Republic, and the Federation 
of Rhodesia and Nyasaland), with a view of easing specific problems which have 
arisen in U.S. trade with these countries, Among the agricultural commodities 
discussed in these informal conversations were fresh fruit, canned fruit and 
vegetables, tobacco, turpentine, hops, grass seeds, and pork. A full and frank 
exchange of views was achieved in all cases, and some relaxations of existing 
restrictions on specific goods were obtained. 

There has been a greater easing of import restrictions for both agricultural 
and nonagricultural products in 1958 and thus far into 1959 than in any other 
period since World War II. The United States benefited from easing of 
restrictions on vegetables, cotton, some livestock products, grains, poultry prod- 
ucts, and fruit and fruit products. Among some of the important import countries 
which have taken recent steps to further liberalize imports were Denmark, Nor- 
way, France, West Germany, and the United Kingdom. 


Mr. Horan. That is all. 
Mr. Wuirren. Mr. Michel. 


COMMODITIES IMPORTED 


Mr. Micueu. I was surprised in noting the graph just preceding 
page 109 showing the amount of agricultural imports. ile we have 
had a favorable balance the last 2 years, prior to 1957 imports have 
pretty uniformly exceeded exports. It somewhat surprises me. I 
confess that already I’ve forgotten what I should have retained in my 
geography classes. 

6 oe makes up the bulk of these imports? I note for 1950 it was 
illion. 
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Mr. Myers. Coffee, tea, tropical fruit, wool, and sugar. The first 
we do not grow. Sugar and wool are commodities we grow to some 
extent. 

Mr. Mitirr. Coffee isthe principal one. 

Mr. Micuer. We do not have an agricultural attaché in every coun- 
try that benefits from our Public Law 480 program; do we? 

Mr. Myrrs. No. And we also have agricultural attachés in some 
countries where we do not have a Public Law 480 program. 


USDA-ICA LIAISON IN DISTRIBUTING PUBLIC LAW 480 COMMODITLES 


Mr. Micuev. In those countries where there is no agricultural at- 
taché would you say it would be beneficial to have one from the stand- 
point of a better liaison between ICA and the Department of Agri- 
culture in the distribution of these surplus commodities under Publie 
Law 480? 

The reason I inquire is because in another committee of the Congress 
on which I served in the last Congress, we got into this matter of 
purchases from Commodity Credit going to a middleman, who in 
turn sold at a higher price to ICA for foreign distribution. We 
mulled this question around as to the lack of liaison there is between 
ICA and the Department of Agriculture that would allow in some 
cases for pretty exorbitant prices being charged by a middleman. 
Some people on the committee said this should be eliminated alto- 
gether since Agriculture and ICA were both agencies of the Federal 
Government and there should not be a middleman. Some of us said: 
“Yes, but you cannot discount the fact there are transportation prob- 
lems and currency problems which are better handled through com- 
mercial channels.” 

Do you think we should have a better liaison between the Depart- 
ment of Agriculture and ICA ¢ 

Mr. Myers. I would like to say first I have no knowledge of the mat- 
ter which you mention. We work very closely in the United States 
with the agricultural people of the ICA. In the other countries — 
tiations concerning any Public Law 480 program are carried on by 
the American Embassy. If there is an agricultural attaché in that 
Embassy he, of course, advises the Ambassador on that side of it. If 
there is not, the other people in the Embassy, the economic officers or 
the ICA mission people that will work on it advise the Ambassador. 
There have been some instances—I know of one in the recent past— 
where we loan an agricultural attaché from a neighboring country to 
go to a country that did not have an agricultural attaché to advise 
the Ambassador, and I visited that country soon afterwards and they 
were very appreciative. 

Mr. Micuen. I would think people from the Agriculture Depart- 
ment would be better qualified to state the case for this countrry than 
some of the ICA people we have sent to get the job done. Maybe 
T am wrong. 

Mr. O’Leary. I just wanted to mention that of the title I coun- 
tries the ones we do not have attachés in are Formosa and Korea— 
and you know the situation there—and then Vietnam and Tceland, 
Ceylon and Paraguay: Those are the only ones where we do not have 
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agricultural attachés. Iceland is a small market. Ceylon is small 
but becoming more important as a market. 

Mr. Mriter. I think you referred to section 416 funds that ICA 
was spending for commodities from the Commodity Credit Corpora- 
tion and they were distributed under their own program ? 

Mr. Micuet. I think that is right. 

Mr. Mitxer. That had nothing to do with Public Law 480 and was 
of no immediate concern to the Department of Agriculture after the 
products had been sold by CCC to ICA or had been sold and ICA 
picked it up later on. — j ; 

Mr. Micuet. In this whole 480 program who is the moving force 
where we have an agricultural attaché, is it ICA or the agricultural 
attaché ? 

Mr. Mitter. I would say the agricultural attaché. 

Mr. Micuet. He is the real moving force? 

Mr. Miniter. Yes. 

Mr. Micuent. What I would like to get firmly in my mind is pre- 
cisely who makes the first move, who takes the first step and how is 
it developed ? 

Mr. Myers. The request for a title I purchase under Public Law 
480 comes from the other country through diplomatic channels. It 
probably has been discussed both in Washington and in the other 
country and in those discussions many people have taken a part, 
including the agricultural attaché and personnel in Washington, but 
the request comes from the other country. 

In this country it is studied by people of various departments and 
agencies concerned to the point where a decision is reached as to 
whether a title I sale is feasible and if so what will be its composition. 

Mr. Mitier. What is the name of the committee that takes Public 
Law 480 applications ? 

Mr. Myers. It is a 10-agency committee. 

Mr. O'Leary. The Interagency Staff Committee on Surplus Dis- 
posal, 

Mr. Myers. The Interagency Staff Committee which coordinates 
day-to-day Public Law 480 operations is chaired by the Department 
of Agriculture, and has representatives of the Departments of State, 
Commerce, Defense, Treasury, the Bureau of the Budget, Interna- 
tional Cooperation Administration, Export-Import Bank of Wash- 
ington, U.S. Information Agency, and the Office of Civilian and 
Defense Mobilization. 

The same working group considers the general use of the foreign 
currencies to be acquired, not the specific use but the general use. Once 
the U.S. position is attained it is sent to the Embassy abroad to be 
negotiated with the other country. During that stage the agricultural 
attaché can be very helpful to the Ambassador. Once it is negotiated, 
the process of their acquiring the commodities begins. 


ROLE OF ATTACHE IN ADMINISTERING P. L. 480 
Mr. O’Lmary. The Ambassador, of course, as the representative of 


the Secretary of State, has the responsibility for negotiating with thie 
foreign government. He will havea negotiating team in the Em, sassy. 
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Depending on the nature of the country and the nature of the person. 
nel, the agricultural attaché may be the head of the negotiating team 
or the ec onomic counselor may ‘be the head of the negotiating team, 
It will vary in different countries. 

Mr. Micuex. You mentioned that the foreign country makes the 
initial request, but I would suspect if we are really interested in 
disposing of as much as we can, that the seed for the request would 
be planted by somebody, and I am wondering if it would be planted 
by the Agriculture Department or the Department of State! 

Mr. Howarp. The agricultural attaché, in his day-to-day work, is in 
constant contact with the people who determine the import policy 
of that country. If it is a controlled economy he is working with 
the Ministry of Supply who issues the import licenses. Those } people 
pretty quic kly develop an intimate knowledge of the situation, odliy 
encouraging or discouraging, the attaché has a vital influence on ‘the 
request. F ‘requently the Government will tell the attaché, “We do not 

vant to be turned down for political reasons. If we ask for some 
wheat, would you consider it favorably ?” 

Mr. Micuen. What is the average length of service in the Agri- 
culture Department for these agricultural attachés. 

Mr. Myers. I am not sure. We will supply that for the record, 

Mr. Trerro. We have a table that gives the average. 

Mr. Micuexr. I would suspect they would be people with pretty 
long periods of service, would they not? 

Mr. Minor. Yes. 

Mr. Trrro. The average is about 15 years. 

Mr. Mirter. Mr. Tetro is head of our agricultural attachés. 

Mr. Myers. I was quite startled to discover the training, back- 
ground, experience, and caliber of people now serving as agricultural 
attachés, There are three former deans of agriculture of land-grant 
colleges. They are a very competent group. 

Mr. Natcner. Will the gentleman yield ? 

Mr. Micue.. Yes. 

Mr. Natcuer. I would like to say one of those gentlemen is Bill 
Edens from my hometown, who is an outstanding man and is doing a 
good job. 

Mr. Micuet. That is all. 

(The information referred to follows:) 


Agricultural attachés and assistants: Length of service in agriculture and in U.S. 
Government 


Length of service SDA Total Federal 
Government? 


Under 5 years 

a Ei oikci db che Siena he Rake bane ba kudenehdamedsesebomasee 
10 to 14 years 

eer re scm gee eipaiaiswalwsieeeciod Wataba ade 
RIN NIE ose EEE Bisa ocn eau auaduebs aewitiaantemescnaseud ee 
25 years and over 


Re ais ico decco nn Re eRe aan TERep amen pienteaaeomban 
| 
eee errenereneegneerenginn ernment ee arena I 
1 Ificludes all time served as agricultural attaché. 
3 Includes military service. 
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STATUS OF TITLE I, PUBLIC LAW 480, PROGRAM 


Mr. Wuirren. Gentlemen, we have had some investigations of the 
operations under Public Law 480. The most recent report points up 
two or three things, one of which is that the agreements do not specify 
the time period for shipments. Another is that of about 600 purchase 
authorizations, over one-third have been extended one or more times, 
and 12 percent have been extended 6 months or more. 

Also, as of December 31, 1958, the total authorized program is ap- 
proximately $6.25 billion, and reimbursements for currencies used 
total $195.9 million, leaving a total available of $6,445,900,000. Agree- 
ments entered into, including CCC interests, total $4,752,700,000. The 
amounts shipped are about one-half of that amount. 

Also, I note that in Spain the Spanish Government charges some 
mills 50 to 70 percent above the price paid by the National Cotton 
Center. 

We asked FAS to make a further study of similar practices in other 
countries. 

If you have a chance, we will be glad to have your reply to these 
points. 

Also, we will insert in the record the investigation report just 
received, together with pertinent portions of a report submitted last 
year on Public Law 480, at the end of today’s hearing. 

(The report will be found beginning on p. —.) 

Mr. Mixer. We would like for Mr. O’Leary to answer the first 
part especially. 

Mr. Wuirren. He can doit for the record. 


(The information requested follows :) 


Sratus oF TITLE I. Pustic Law 480 Programs 


The status of the Public Law 480 program as stated by Mr. Whitten may be 
clarified as follows: 

The amounts of $6.25 billion, $6,445,900,000, and $4,752,700,000 discussed 
by Mr. Whitten are program costs in terms of estimated costs to the Commodity 
Credit Corporation. The title I authorization by law is in such terms. 

Title I agreements with foreign countries are negotiated at export market 
values since commodities under title I move at world market prices. The 
export market value of commodities under title I agreements (not including 
ocean transportation costs to be financed by CCC) was $2,960,200,000 as of 
December 31, 1958. Shipments made against these agreements as of December 
81 totaled $2,418,300,000 or 82 percent of the market value of the agreements. 
A schedule showing programed amounts and shipped amounts in export market 
value by country and commodity is contained in the report to the committee 
by the surveys and investigations staff. The report furnishes reasons why 
substantial balances for any particular country or particular commodity were 
shown in the schedule. Many of the balances result from the fact that agree- 
ments were very recently signed. 

A schedule of programed amounts and shipped amounts by country and 
commodity brought up through February 28, 1959, is attached. This report 
shows that as of this date the status of the shipments remains the same, i. e., 
82 percent of the total program had been shipped. 


33913—59—pt. 318 
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Programed under sales agreements. 
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Mr. Minor. I havea a of the situation by commodities that 
you have for several years carried in the record, a statement of finan- 
cial conditions of tule countries and status of exchange converti- 
bility and trade liberalization, and a statement on the imports control 
program and with your permission I offer them for the record. 

Mr. Wurrren. Without objection they will be included in the record 
at this point. 

(The statements referred to follow :) 


MasoR DEVELOPMENTS IN TRADE AGREEMENTS FIELD, JULY 1958 THROUGH JUNE 
1959 


On August 20, 1958, President Eisenhower signed the Trade Agreements Ex- 
tension Act of 1958. Thus, the United States will continue to exercise influence 
aud leadership in world trade problems. At the 13th session of the GATT in 
the fall of 1958, the United States indicated it was now prepared to participate 
in tariff negotiations with the members of the European Economie Community 
and other GATT countries, to the end that mutually beneficial tariff concessions 
could be agreed upon. At the coming 14th GATT session, contracting parties 
are expected to decide upon the particulars regarding such a general round of 
tariff negotiations some time in 1960. 

Work is now in progress within the Department of Agriculture and within 
other departments in preparation for these tariff negotiations and particularly 
with regard to negotiation with the common-market countries. On January 1 
of this year, the six common-market countries—Belgium, the Netherlands, 
Luxembourg, France, West Germany, and Italy—took the first step in the gradual 
process Of eliminating tariff barriers and bilateral quotas among themselves. 
The first step toward establishing a common external tariff will be taken on 
January 1, 1962. 

In this connection, data and analytical material on literally thousands of 
individual tariff items, including agricultural, are being assembled to assist in 
examining the general incidence of the proposed common external tariff, to 
help in negotiating the problem of compensation for impairment resulting from 
changes in bound rates. Preparatory work is also underway for negotiating 
possible new reductions in the common external tariff. During the 13th session 
several interested countries, including the United States, consulted with the 
common-market countries with regard to trade problems on tobacco, coffee, cocoa, 
bananas, and sugar, arising out of the association of the overseas territories 
with the European Economic Community. A second series of consultations on 
these same commodities was held in February. 

The United States participated at the 13th session of GATT in multilateral 
consultations with five member countries. These countries, under special pro- 
visions of the agreement, maintain import restrictions for balance-of-payments 
reasons. Shortly after consultations, Ceylon announced it was abolishing its 
few remaining discriminatory import restrictions. Under new agreed procedures, 
the first series of annual consultations with countries who maintain import re- 
strictions to conserve foreign exchange will be conducted in 1959. Sixteen coun- 
tries will be required to consult. 

In January, the United States, along with other interested countries, con- 
sulted jointly with West Germany concerning the quantitative import restrictions 
of the Federal Government. Emphasis was directed toward obtaining a maxi- 
mum degree of liberalization for both agricultural and industrial products, as 
well as eliminating the discriminatory application of import restrictions. 

The United States consulted bilaterally with certain countries maintaining 
import restrictions (Japan, Denmark, Norway, Ceylon, Australia, Brazil, the 
Netherlands, the United Kingdom, the Dominican Republic and the Federation 
of Rhodesia and Nyasaland), with a view of easing specific problems which have 
arisen in U.S. trade with these countries. Among the agricultural commodities 
liscussed in these informal conversations were fresh fruit, canned fruit and 
vegetables, tobacco, turpentine, hops, grass seeds, and pork. A full and frank 
exchange of views were achieved in all cases, and some relaxations of existing 
restrictions on specific goods were obtained. 

There has been a greater easing of import restrictions for both agricultural 
‘ld nonagricultural prodvéts in 1958 and thus far into 1959 than in any other 
leriod since World War II. The United States benefited from easing of restric- 
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tions on vegetables, cotton, some livestock products, grains, poultry products, 
and fruit and fruit products. Among some of the important import countries 
which have taken recent steps to further liberalize imports were Denmark, 
Norway, France, West Germany, and the United Kingdom. 


IMPORT CONTROL PROGRAM 


Section 22 of the Agricultural Adjustment Act, as amended, provides, in 
part, that if the Secretary has reason to believe that imports of any article 
or articles are being, or are practically certain to be imported in such quantities 
as to render or tend to render ineffective or materially interfere with price 
support or other progams of the Depatment, he shall so advise the President. 
If he concurs in this belief, the President directs the Tariff Commission to make 
an investigation of the facts and report to him with recommendations the final 
decision as to interference, and the appropriate action is made by the President. 
Remedies available include quantitative limitations on imports to, but not less 
than, 50 percent of the quantities entered in a representative period or fees not 
in excess of 50 percent ad valorem. 


Responsibilities of the Department of Agriculture 


i 
The Department of Agriculture has numerous responsibilities under section 22. 
1. Pursuant to presidential proclamations, Nos. 3019 and 3025, both issued in 
June 1953 under section 22, the Department of Agriculture has the responsibility 
of apportioning imports and issuing import licenses for certain dairy products; 
these include butter, dried whole milk, dried buttermilk, dried cream, dried skim 
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milk, malted milk, cheddar cheese, edam and gouda cheeses, blue-mold cheese, 
and Italian-type cheese from cow’s milk. 

During fiscal year 1958, the Department computed and issued over 1,900 
licenses for importation of the various cheeses subject to control, and 135 
licenses for the other dairy products. In addition, the Department issued 786 
authorizations for changes in ports of entry; authorized the transfer of source 
of imports in 293 cases; received and processed 251 petitions for relief from 
hardship, and handled 1,150 letters and 23 telegrams during this period. So far 
in fiscal year 1959 (July 1, 1958, through January 15, 1959) 1,332 licenses for 
importation of cheese have been issued and 201 for the other dairy products. 
There have been 28 transfers authorized in country of origin, 299 letters written 
authorizing port changes, 76 petitions for relief from hardship were received 
and handled, and 561 other pieces of correspondence prepared. 

2. The Department also has the responsibility for issuing permits for the in- 
portation of wheat and rye for planting purposes and wheat for experimental 
purposes. 

3. The Department of Agriculture must make preliminary investigation and 
present testimony on commodities concerning which section 22 cases are initiated 
and reopened. 

By the end of fiscal year 1959, the following commodities may come up for 
reconsideration: Rye, tree nuts, tung oil and nuts, figs, dates, lemons, and 
certain dairy products. 

4. In addition to cases that are reopened, it is necessary for the Department 
of Agriculture to examine many of the commodities or groups of commodities 
which are under price support or other programs of the Department to determine 
whether imports are interfering or are practically certain to interfere with 
the Department’s undertaking for the commodity. 

So far in fiscal year 1959, the Department has completed several preliminary 
Surveys of commodity problems which may result in Tariff Commission investi- 
gation before the end of the fiscal year. 


FINANCIAL CONDITIONS OF FOREIGN COUNTRIES AND STATUS OF EXCHANGE CON- 
VERTIBILITY AND TRADE LIBERALIZATION, YEAR 1958 


Foreign* gold and short-term dollar assets (public and private) increased 
$893 million during the third quarter (July-September) of 1958. At the end 
of that period the total gold and dollar reserves of foreign countries had reached 
a new peak of $32.5 billion. 


1 Excludes Seviet bloc countries ard international institutions. 
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Most important, however, is the fact that in the first 9 months of 1958 these 
reserves have increased $2.7 billion. Estimated on an annual rate basis, this 
gain indicates a yearly increase well in excess of $3 billion. An annual gain 
of this magnitude would be the largest recorded to date. 

The main reason for the increase was the outflow of gold and dollars from 
the United States. In the third quarter this outflow amounted to about $877 
million; down from the 2d quarter. The balance of the increase in reserves was 
derived from newly mined gold, and U.S.S.R. gold sales. 

The distribution of the increase resembled that of January—June 1958—that 
is, the bulk of it accrued to the industrialized countries of Western Europe 
and Japan. The main exception to the trend was Canada, which increased its 
reserves in the first half of 1958 but dropped $56 million in the third quarter. 
The rest of the world continues to face balance of payments difficulties. In 
general, these countries experienced a modest decline in their gold and dollar 
assets in the third quarter 1958. This loss represents a marked slowdown in 
the drain on these assets which began around mid-1957. 


Growth of gold and short-term dollar assets of industrialized and all other 
countries 


{Million dollars] 








Dec. 31, | Percent | Dec. 31, 
1949 of total 1957 


Percent | Sept. 30, | Percent 
of total 1958 of total 














13 industrialized countries_............-.-. 9, 274 58.7 20, 852 70.0 24, 136 74.4 
Be CRE BOUIN. 3 occ neceecceneennan 6, 519 41.3 8, 941 30.0 8, 319 25. 6 
WOOL: .cckccpedscbeckesbabakmenedbos | 15, 793 100. 0 29, 793 100. 0 | 32, 455 100. 0 


Individual country developments 


Developments in a number of countries during the third quarter of 1958 
are of special interest because of the magnitude of the changes or because of 
their importance as markets for U.S. agricultural exports. 

The United Kingdom’s gold and dollar assets increased $37 million to a total 
of $4.1 billion, only slightly below their record holdings of 1952. Preliminary 
indications are that reserves continued to increase in October and November; 
in December, loan payments to Canada and the United States amounting to 
about $180 million were made. 

France’s gold and dollar assets rose for the first time since mid-1956. The 
$116 million increase resulted from earlier corrective measures. Although 
French reserves amounted to $1 billion September 30, 1958, they were still 
$500 million below the peak reached in 1956. On December 27, 1958, France 
devalued the franc from 420 per dollar to 493.7 and at the same time announced 
acomprehensive program at reducing inflationary pressures. 

The Netherlands, Belgium, and Japan further increased their gold and dollar 
assets and at the same time reduced their indebtedness. All three had repaid 
part or all of their International Monetary Fund drawings (in total, $244 
nillion) by end of September 1958. 

At present, the only foreign countries with freely convertible currencies are 
Switzerland, Canada, Mexico, Cuba, six Central American countries, Venezuela, 
and Liberia. 

Ten Western European countries* made their currencies externally con- 
vertible, effective December 29, 1958. 

The major change is that each country now allows nonresidents—such as 
foreign individuals, firms, or governments—to freely convert their earnings of 
that country’s currency into any other currency. 

In practice, some European currencies were convertible before December 29, 
morta through central bank levels and at discounts below official exchange 
‘oe new convertibility does not apply to citizens of the country concerned. 

ids are not convertible for Englishmen or deutsche marks for Germans. 
LK 


ters United Kingdom, France, West Germany, the Netherlands, Belgium, Luxembourg, 
po Denmark, Norway, and Sweden. Austria, on Jan. 2, 1959, also made its currency 
vertible. Portugal indicated it may grant convertibility but at a later date. 
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The limitations apply equally, of course, to other residents of the same eur. 
rency area (e.g., sterling area). The restrictions also apply to some countries 
which have bilateral trade and payments agreements with the 10 Western Euro- 
pean countries. Nor has convertibility been extended to movements of foreign 
investment capital. Exchange controls which in part dictate method and cur. 
rency of payments and receipts will be maintained for the present. 

Full formal convertibility, which would allow residents of any country to 
obtain any foreign money they want, is still a goal- 

E ee s convertibility move means an end to the European Payments Union 
(EPU). The EPU was a clearinghouse arrangement used by the Organization 
for imaiain Economic Cooperation (OEEC) countries to facilitate payments 
among themselves. Foreseeing such a move, these countries pledged in 1955 to 
settle their payments accounts through a new organization called the European 
Monetary Agreement (EMA). The ability of convertibility to function 
smoothly is enhanced by the substantial nature of the gold and short-term dollar 
assets of these countries. On September 30, 1958, they totaled $15.1 billion, or 
47 percent of total foreign holdings. Moreover, exports of the 10 countries in 
1957 amounted to $36.3 billion, or more than one-third of total free-world trade, 
Since 1950—the year following the general devaluation of foreign currencies, 
and the year that the EPU started—exports of these 10 countries have more 
than doubled. 

Freeing of trade from restrictions continued in 1958. A number of western 
European countries further liberalized import restrictions. France and Austria 
liberalized cotton. West Germany freed fresh and dried citrus fruits and lesser 
items. Norway, Sweden, and Denmark also liberalized more products. Few 
countries deliberalized trade because of financial difficulties. Australia, al- 
though experiencing balance of payments deficits, continued to free trade from 
restrictions. 

Although freeing of trade and payments made great progress in 1958 many 
countries still maintain controls- In the main, these are newly developing 
countries that are experiencing balance of payments difficulties. Controls are 
used in an effort to correct their adverse payments situation. Inflationary 
pressures, reduced export earnings and the import needs of development pro- 
grams have all contributed to their payments difficulties. 

Colombia, Chile, Peru, Argentina, and Turkey all instituted stabilization pro 
grams backed by financial assistance from the United States and the Interna 
tional Monetary Fund. 


COTTON 


World situation.—1958-59 is characterized by larger supplies, smaller trade, 
leveling-off in consumption, and declining prices, compared with 1957-58. World 
production of 44.1 million bales in 1958-59 is up 3 million from last season and 
0.8 million more than estimated world consumption of 43.3 million. World 
stocks, therefore, will increase, almost entirely in exporting countries, revers- 
ing trend of past 2 years when consumption exceeded production and world 
surplus was reduced. World exports will total about 12.6 million bales in 1958 
59, down 1.4 million from last year. Smaller trade and declining prices reflect 
lower consumption and larger stocks of cotton and textiles in foreign importing 
countries, and pressure of actual and prospective increases in world supplies 
of cotton. 

U.S. situation.—Production in 1958-59 of 11.5 million bales is 0.5 million above 
last year, despite 12 percent acreage drop to lowest since 1876. High yields 
more than offset 5-million-acre soil bank reduction below allotments. Consump- 
tion may be slightly higher than last year’s 8 million bales, but still below the 
1950-56 average of 9.2 million. Exports in 1958-59 are estimated at 3 million, 
down 2.7 million from last season and 4.6 from the 23-year high of 7.6 million 
in 1956-57. Favorable factors of competitive export pricing, high foreign con- 
sumption, low stocks in most exporting countries prevailing in last 2 years were 
reversed in first half 1958-59. Indications are export demand may improve 
later in season, depending on price relationships. Sales by CCC for export in 
1958-59 and payment-in-kind total 2.1 million through January 19, 1959, com- 
pared with 4.8 million a year earlier. Total U.S. stocks were down to 87 
millten bales on August 1, 1958. from 11.83 million year earlier and record 145 
million 2 years previous, but likely will rise to about 9.1 million bales by AU 
gust 1, 1959. 

Short-term outlook.—World production expected to resume upward ae 
trend in 1958-59 and next year after 2-year decline. Discontinuance of U8 
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soil bank acreage reserve and new legislation providing larger plantings points 
to larger U.S. production in 1959 and possibly 1960. Foreign production likely 
will continue its upward trend in next year or two, but at more moderate rate. 
Consumption abroad expected to begin recovery in 1959 from textile recession. 
Excess of foreign consumption over production should widen in 1959 from the 
295 of 1958-59. With adequate supplies, volume of world trade will depend 
largely on price stability and relationships, and market confidence. 

Long-term outlook.—Recent projections indicate foreign production may in- 
crease about 25 percent in next 8 to 10 years. More than half of gain would be in 
Communist areas, with sizable gains in Africa and some other areas. U.S. sup- 
plies apparently will be ample to meet foreseeable demand. Foreign consump- 
tion should increase with expected population growth and gains in per capita 
consumption, especially if larger indicated supplies are accompanied by more 
stable prices at lower levels. Under these conditions foreign consumption likely 
will exceed foreign production by 5 or 6 million bales. This would mean an 
export market of this amount for U.S. cotton. Cotton will face keener and 
broader competition from manmade fibers, especially noncellulosics. Cotton’s 
position in world fibers markets hinges on relative prices of various fibers and 
success of research and promotion. 

Accomplishments tn analysis and competition.—World cotton information of 
interest to American readers has been analyzed and circulated in regular publica- 
tions. Nine reports covering world production, consumption, trade, and stocks 
were issued as circulars in 1958. Also, 229 cotton articles appeared in Foreign 
Crops and Markets, and several special articles were pubilshed in trade and 
Government publications. A continuous series of world price data was main- 
tained to show the competitive position of U.S. cotton in foreign markets. 

During 1958, on-the-spot investigations were made of inter-fiber competition 
in eight Western European countries, and of the raw cotton and cotton textile 
situation and outlook in the U.S.S.R., and three South American countries— 
Peru, Columbia, and Ecuador. Work on the reports growing out of these 
investigations is in process. An analysis also was made of Red China’s penetra- 
tion in the cotton textile markets of southeast Asia. A comprehensive report was 
prepared on the future prospects for foreign trade in cotton, scheduled for early 
release. 

Accomplishments in market development.—Market development programs in 
cooperation with United States and foreign cotton industry organizations are 
operating in 12 western European countries and in Japan. The purpose of these 
programs is to expand cotton consumption and thereby enlarge the export market 
for U.S. cotton. During 1958 the cooperators in Europe conducted 148 separate 
campaigns to promote increased consumption of cotton products. Fifty of these 
‘ampaigns were aimed at building a better public understanding and apprecia- 
tion of the importance and use of cotton products. About 73 sales promotion 
campaigns involving advertising, special cotton weeks, retail sales training, and 
other activities were carried out to encourage more purchases of cotton products. 
In addition, there were about 25 market research projects conducted to provide 
information for use in improving cotton products merchandising and to guide 
sales promotion and public relations campaigns. The total budget for these 
activities amounted to the equivalent of $3.8 million. Approximately one-half 
of this amount was contributed by the Department of Agriculture from foreign 
currencies available under Public Law 480 and the other half was contributed 
by the cooperating industry groups. This represents almost 10 times the level 
of cotton promotion carried out less than 3 years ago. 

Plans.—Analyses of foreign cotton and foreign manmade fiber competition 
with American cotton with continue, based both on on-the-spot studies and 
analysis of all available material. During the calendar year 1959, reports on 
past studies will be completed. Also, a survey of the remaining major raw- 
cotton-producing countries in South America will be made. A firsthand investi- 
gation of the competition faced by American cotton from manmade fibers in 
Japan also is planned. 

Plans for fiscal year 1960 include studies of current cotton market conditions 
and prospects in Western Europe, Asia, Middle East, and Canada. The techni- 
eal liaison program to keep foreign cotton importers and mills informed on the 
Superior quality of U.S. cotton and the latest developments in fiber testing and 
processing technology will be continued. Work will be done with the Cotton 
Council International on the. current cotton market promotion program and on 
the development of new programs in Asia and South America. Cotton market- 
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ing specialists will also provide information to both U.S. cotton exporters and 
foreign importers on cotton market conditions, export sales programs, and for- 
eign government actions affecting the sale of American cotton. 


WORLD DAIRY AND POULTRY SITUATION 


World dairy situation 

World milk production in 1958 has been estimated at 666 billion pounds, an 
increase of nearly 2 percent over the previous record established in 1957. Output 
in most of the major producing countries was above last year’s, with the largest 
increase being reported in such important countries as New Zealand, the Neth- 
erlands, France, Germany, and Switzerland. In the United States production 
was down slightly from the record level of 1957, thus halting 5 consecutive 
years of steadily rising output in this country. 

With the exception of canned milk (evaporated and condensed), production 
of manufactured dairy products—butter, cheese, and dry milk—was higher than 
in 1957. Butter production has been estimated at 10.5 billion pounds, with pro- 
duction in such major exporting countries as New Zealand and the Netherlands 
accounting for most of the increased output. Butter consumption in Europe 
showed a substantial increase over the previous year and supplies for export 
at the end of 1958 were somewhat less burdensome than in the earlier months. 

Because of a substantially increased output in Denmark and the Netherlands, 
world production of cheese in 1958 was up slightly. Production in other major 
cheese-exporting countries, particularly New Zealand and Australia, was down 
rather sharply. With cheese consumption continuing to rise, supplies by late 
1958 were more nearly in balance and prices at the end of the year were up 
considerably from the low point reached in late 1957. 

Production of evaporated and condensed milk was down slightly from 1957. 
Output of dry milk was up slightly, augmented by new plants and increased 
plant capacity in many parts of the world. Production of canned milk in 1959 
may show another slight decline, but output of dried milk, particularly nonfat 
dried milk, will continue the upward trend of recent years. 

World trade in dairy products in 1958 was up somewhat from 1957. The 
increased volume of trade in 1958 was attributable primarily to larger shipments 
of butter to the United Kingdom. 


U.S. situation 

Milk production in the United States in 1958 registered a slight decline. 
Estimated at 126.1 billion pounds compared, to the record high of 126.4 billion 
in 1957, this decline interrupted 5 consecutive years of steadily rising output. 
Government purchases of dairy products under the price-support program in 
1958 were moderately below the amount purehased in 1957. Except for nonfat 
dry milk, all stocks of dairy products owned by CCC were at a very low level 
on January 1, 1959. Total purchases of butter and cheese under the price 
support program during the last quarter of 1958 amounted to a little under 
5 million pounds, compared to 57 million pounds purchased during the last 
quarter of 1957 


Short-term outlook 

For the year 1959, further moderate increase in world milk production appears 
likely. Manufactured dairy products, especially butter and nonfat dry milk, 
will probably continue in heavy supply but, because of a continuing high rate 
of consumption, supplies of butter will be somewhat less burdensome than in 
1958. 

U.S. supplies of milk in 1959, assuming normal weather conditions, will increase 
slightly but will again exceed demand. The level of Government purchases will 
probably be about the same as in 1958. Because of an improving domestic 
supply-demand relationship and the large supply of dairy products available 
from other exporting countries at low prices, there appeurs to be little prospect 
for any substantial increase in commercial exports of U.S. dairy products. 


Long-term outlook 

Assuming a continuation of gradual changes in the pattern of dairy product 
utilization, the present and prospective world dairy production potential indi- 
cates that for the near future the output of dairy products will continue to 
exceed effective market demand for most items. ‘This means, generally, that 
dairy products will continue to move into export at heavy cost to stabilization 
funds or Governm“nt subsidy. 
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Over the long-term period, however, consumption of dairy products should 
increase substantially and bring about a better balanced supply-demuand situa- 
tion. Increased consumption should result from such positive factors as (1) 
continued population growth in present heavy consuming (high income) areas; 
(2) increased industrialization in the underdeveloped areas and some realization 
of a higher standard of living. . 

Present demand-supply relationships for dairy products in foreign markets 
indicate that if the United States is to continue to export sizable quantities of 
dairy products over the next 4 or 5 years, continued Government financing 
of such exports will be required. 


World poultry situation 


Poultry and egg production in the principal producing countries continued 
at near record levels through 1958. In the United Kingdom, under a program 
of guaranteed prices to producers, egg production has increased rapidly and 
this country, formerly the world’s largest importer of eggs, is now almost self- 
sufficient. Despite this drastic change, world trade in shell eggs coutinues at a 
high level. The Federal Republic of Germany has become the major market and 
has greatly increased egg imports from the Netherlands and Denmark. Interna- 
tional trade in poultry meat is also increasing. In recent years, West Germany 
and Switzerland have increased substantially their imports of fresh and frozen 
poultry. 


US. poultry situation 


Egg production in the United States in 1958 totaled 168 million cases, 
about the same as in 1957. 

Broiler production set a new record in 1958 of a little over 1.5 billion birds, 
about 7 percent above 1957. This increase was accomplished despite generally 
lower broiler prices. 

Turkey production in 1958, at 78 million birds, was down about 5 percent 
from the record crop of about 81 million birds raised in 1957. Tuis reduced 
crop, coupled with a high rate of consumption, resulted in an appreciable reduc- 
tion in storage stocks. 

U.S. exports of poultry meat have increased steadily in recent years and in 
1958 were valued at about $16.2 million, a gain of about 14 percent over 
1957. Exports of eggs and egg products valued at about $14 million were down 
slightly from the previous year. The decline in egg exports was in a large 
measure due to reduced shipments of eggs to Venezuela, our largest export 
market. In November of 1958 Venezuela revised its grade standards for im- 
ported eggs. Because of certain problems relative to packaging and marking 
requirements under the new grading regulations, U.S. egg exports to Venezuela 
may show another decline in 1959. 


Short-term outlook 


Egg production in the major producing countries is expected to continue near 
current high levels. The January 1, 1959, laying flock in the United States 
was about 1 percent larger than for the comparable date in 1958. Egg produc- 
tion in 1959 will be a little larger than in 1958. 

Early indications are that 1959 turkey production will be somewhat larger 
than the 1958 crop of about 78 million birds. Prices in 1959 will probably 
average a little lower than in 1958. Production of small turkeys ranging from 
4to 10 pounds is expected to increase substantially. This is the most popular 
size in foreign markets. In recent weeks broiler prices in the United States 
have strengthened considerably from the very low levels prevailing in late 1958. 
This will provide an added incentive for maintenance of record production 
levels. Exports of poultry meat, particularly broilers, will probably increase 
and largely offset any expected decline in shipments of eggs. 


Long term outlook 


Despite a worldwide effort toward self-sufficiency in food production, demand 
for poultry products in some areas is rising faster than can be supplied by in- 
reased local production. Such situations present some opportunity for further 
iicreases in trade in poultry and poultry products. Through aggressive market 
Promotion effort this situation offers prospects for limited additional exports 
from the United States. 
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Plans 

Present activities to expand existing markets and to develop new markets 
for U.S. poultry and poultry products, dairy cattle and dairy products will be 
continued. 

Consideration is being given to conducting a sampling promotional program 
in conjunction with a commercial recombining operation, utilizing U.S. nonfat 
dry milk and anhydrous milk fat, recently inaugurated in Ecuador. A con- 
mercial operation is scheduled to begin in Chile and a similar program will be 
considered. , 

An overall analysis is being made of the surveys that have been conducted 
and a list of countries will be selected in which more concentrated efforts 
will be made in market development work. 

Information obtained during overseas surveys will continue to be made ayail- 
able to industry through the publication of circulars. 


Accomplishments 


FAS placed increasing emphasis on developing and expanding markets for. 


U.S. dairy cattle, dairy products, and poultry products. 

Survey activities to determine actual market potentials for U.S. cattle in Latin 
America were initiated. An FAS marketing specialist and a leading authority 
on dairy cattle visited eight Latin American countries to investigate the problems 
of dairy-cattle importers. The nature and extent of each country’s current 
and prospective market for U.S. dairy cattle was evaluated and summarized, 
By rendering assistance in resolving trade complaints, by giving practical guid- 
ance to the solution of breeder’s problems, and by suggesting the type of dairy 
cattle most suitable to local conditions, much good will was established among 
foreign dairymen. The market information was summarized and _ reported 
to the U.S. breed associations. This activity has resulted in a more favorable 
market atmosphere for U.S. dairy cattle in Latin America and has increased 
the cooperative interest of U.S. breed associations and their members. 

As a result of previous surveys and market development activities, increasing 
interest is being shown in Latin America in establishing recombining operations 
using U.S. nonfat dry milk and anhydrous milk fat. Such an operation has 
been inaugurated in Ecuador. A recombining operation utilizing U.S. ingre- 
dients is expected to he placed in operation in Chile in the near future. 

Early in 1958 the Government of Trinidad proposed severe restrictions on 
the importation of U.S. chicks. As a result of a visit by an FAS marketing 
specialist, the proposed restrictions were greatly modified to the benefit of the 
U.S. poultry industry. 

The Government of Venezuela announced new regulations requiring the stamp- 
ing of imported individual eggs with grade, the designation “imported,” and 
other requirements. The first proposed effective date of these regulations would 
have caused serious disruption of U.S. trade and would have been detrimental 
both to the U.S. exporter and to the Venezuelan importer. This situation was 
made known to the Venezuelan Government, and suggestions were made as to 
modification of the requirements. The requirements which went into effect 
will not impose as severe a handicap to the U.S. exporter as those originally 
proposed. 

With industry cooperators FAS has continued to participate in U.S. agricul 
ture exhibits at trade fairs. Under this program a total of over 340,000 samples 
of recombined milk and 360,000 samples of recombined ice cream utilizing U.S. 
nonfat dry milk and anhydrous milk fat have been distributed. 


FATS, OTLS, AND OILSEEDS 


World situation—World supplies of fats and oils in 1959 are expected to 
reach an alltime high. Larger production is indicated, both in the free world 
and in the Communist areas, with the most significant increases in the edible 
vegetable oils. Record production of soybeans in the United States expected 
larger production of peanuts in Asia and copra in the Phillipines; anticipated 
increases in the production of sunflower seed in the U.S.S.R. and Argentina, and 
of sesame seed in India and China—may greatly offset the expected decline in 
Mediterranean olive-oil production. While the fats and oils supplies in prospect 
would be more than adequate to meet world requirements based on effective de 
mand, it is also anticipated that world trade will expand noticeably in response 
to continued rising demand following the 1958 calendar year of retracted pur- 
chasing by world importers 
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The U.S. situation.—Supplies of fats and oils in 1958-59 will be considerably 
larger than those of last year. Record supplies of food fats and oils are ex- 
pected to exceed those of 1957-58 by about 15 percent; supplies of nonfood fats 
and oils are expected to be up slightly from last year. Supplies will be in excess 
of domestic disappearance, and suflicient for continued large exports. Despite 
the anticipated record domestic and foreign demands for supplies, the carry- 
over including soybeans is likely to increase sharply in 1958-59. 

The outlook for U.S. exports of edible fats and oils in 1958-59 is favorable 
compared with last year, particularly for exports of soybean and cottonseed 
oils under U.S. Government programs which continue to facilitate the export 
movement of fats and oils. It is expected that soybean exports will be main- 
tained this year at about the record levels of the past 2 years. As in the past, 
almost all soybeans exports will be for dollars. 

The increasing domestic demand for oilseed cakes and meals in an important 
factor in the larger quantities of soybeans crushed. As in recent years, the 
demand for cakes and meals is expected to remain at peak levels. Early season 
trend of cakes and meals exports indicate that shipments to foreign countries 
will show a rise from last year despite the increasing demand for cakes and 
meals in the domestic market. 

Short-term outliook.—Very favorable for U.S. edible oils and soybeans despite 
large world supplies. The heavy export of edible oils will reflect a record 
movement under Public Law 480. 

Long-term outlook.—Expanding world populations and incomes, particularly 
in the underdeveloped countries which cannot fully meet increasing requirements 
from domestic production, will encourage further expansion of world trade in 
fats and oils. U.S. exports will be needed to fill this indicated gap between for- 
eign requirements and foreign production. 

Accomplishments.—Marketing: Marketing activities projects, proposed for 
West Germany, Greece, Belgium, and other North European countries, Poland, 
and Israel, are in various stages of development this year. These projects are 
expected to include problems of quality, processing, and market promotion. 
Continued activities in Japan and Spain are beginning to show very definite prog- 
ress in the field of market promotion. 

To a lesser extent, continued emphasis is being placed on the projects in Co- 
lombia, Chile, Ecuador, Peru, and Turkey. Surveys recently completed in south 
Asia—from Hong Kong to India—indicated increased marketing opportunities in 
those countries, and projects have been proposed for each. A survey in the West 
Indies and British Guiana showed market potentials there, and plans have been 
made accordingly. A marketing specialist is currently surveying the Mediter- 
ranean area, while surveys in Mexico and Central America will follow shortly. 

In connection with market promotion, participation and work in trade fairs 
this year has ended with very favorable results. Trade fairs included those in 
Japan, Italy, Spain, and India. 

Under Public Law 480, title I, agreements to ship edible oils for foreign cur- 
rency are being completed for the fiscal year 1958-59. Exports under this pro- 
gram are now expected to total 1 billion pounds for the year, a record quantity 
since the inception of Public Law 480. 

Competition: Studies have been continued on competitive sources of supply. 
Currently, a specialist is finishing an on-the-spot survey of the African fats and 
oils situation. Reports on India and Africa, appraising the competitive positions 
of those areas—as exporters of oilseeds and oilseed products—will be issued 
this fiseal year. In addition, a comprehensive division report on fats and oils 
was released this year, the major responsibility for which was assigned to the 
Competition Branch. 

Commodity analysis —The Commodity Analysis Branch is now publishing a 
inimum of 19 scheduled and unscheduled world summaries annually on fats 
and oils, and between 200 and 225 reports of current interest to the farmer, 
trade, and to other Government agencies. In addition to informational ma- 
terials for release through traditional publication media, increased emphasis 
has been placed on more accurate working data—including supply and distri- 
bution data for individual countries—for end use by specialists in market de- 
Yelopment and in policymaking decisions. Work has begun on the compilation 
of data on oilseed cakes and meals. 

_ Finally, during the year, specialists of the Branch have played a larger part 
NM representing the Government at conferences and on surveys, in the United 
States and abroad. Of primary importance this year was the representation of 
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the United States at the second session of FAO Group on Coconut and Coconut 
Products, held in Manila, October 1958. 

Plans.—Marketing: The accumulated experience in market development 
through project trade fairs and exhibits will be reviewed and analyzed. The 
results of surveys covering most of the free world will be reviewed. It is pro- 
posed there shall be established a plan for world market development, indicat- 
ing in highest priority those countries where there are greatest market develop- 
ment opportunities. Additional promotional activities, including trade fair 
and other exhibits, will be proposed and undertaken according to this plan. 

Activities under existing market development projects in South America, 
Japan, Italy, and Spain will be reviewed and revised prior to renewal of the 
agreements with the industry. Added emphasis will be placed on increasing the 
effectiveness of exhibits in trade fairs and in other market development ac- 
tivities. 

Competition: Continue research on competitive sources of supply and expand 
work on outlook for U.S. exports in the competitive market. 

Commodity analysis: In the interest of expanding world trade, and other- 
wise being of service to the U.S. fats and oils industry, intentions are to improve 
the quality of information published and to expand the volume. This should 
be useful to various governmental agencies as well. Emphasis will be placed 
on compiling data and information useful to expanding foreign markets for 
U.S. oilseeds and their products, and to indicate the degree of competition from 
other producing areas of the world. 


FRESH DECIDUOUS FRUIT 


World situation—World production of deciduous fruits in 1958 was at bumper 
levels in most areas. European crops, recovering from low-production levels of 
1957 were up substantially. Most world producers are experiencing marketing 
problems. 

U.S. situation U.S. deciduous fruit crops were generally good. Apples were 
up 7 percent over 1957. Pear production was lower but was still 2 percent above 
postwar average. 

Short-term outlook.—Exports during the 1958-59 season will be lower than in 
the previous year, chiefly because of the larger crops in competing countries and 
increased indigenous supplies in the major European market areas. The drop in 
exports will be eased somewhat by the dollar fruit import program adopted by 
the United Kingdom. 

Long-term outlook.—Gradually increased export opportunities are in prospect 
for U.S. fresh deciduous fruits. However, increasing competition to U.S. exports 
is in prospect, as production in both marketing and competitive areas increases. 
Most competing areas are actively engaged in quality improvement activities. 

Accomplishments.—Additional liberalization of dollar imports has been at- 
tained in some important importing countries. This has opened a larger market 
potential for U.S. fruits. Displays of U.S. fruits have been made at major 
foreign trade fairs with increased interest among importers resulting. Studies 
of the deciduous fruit industries of Argentina and Chile have been completed 
and reports issued. A survey of South American market opportunities was 
undertaken. A survey of the Italian competitive fruit industry was completed. 

Plans.—Work toward additional dollar liberalization of European imports 
will be continued. Efforts of all types to increase dollar sales of U.S. fruits will 
be continued in the form of trade fair and other market development activities. 
Surveys of competing fruit areas in Europe and marketing prospects in northern 
European markets will be undertaken. A project leading toward improved 
quality on arrival of U.S. fresh fruit exports is being initiated. A fruit market- 
ing specialist, stationed at The Hague, will represent U.S. fruit exporting 
interests. 

CANNED DECIDUOUS FRUITS 


World situation—Rapid expansion has taken place in the canned deciduous 
fruit industries of the world since World War II. Not only has production more 
than doubled in the major producing areas, but consumption and general accept- 
ance_of canned fruits, outward signs of rising living standards, have spread to 
many new areas. Major consumption centers, however, still remain in the tradi- 
tional areas of the United States, Canada, and the United Kingdom. ‘The United 
States, the major world canned fruit producer, exports less than 10 percent 
of its production. Australia and South Africa, which provide our major foreign 
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competition abroad and together produce about one-eighth as much as the United 
States, market the major portions of their production in export channels. Spain, 
Japan, and Argentina continue to gain in importance as canned fruit exporters. 

U.S. situation.—The 1958 U.S. canned deciduous fruit pack was down about 2 
percent from the previous season’s total. Carrying stocks at the beginning of the 
season were also down about 5 percent, resulting in an overall reduction of sup- 
plies of about 5 million cases, equivalent 24/2%s. Prices for canned fruit were 
generally higher, except for canned apples, applesauce, and Freestone peaches. 
Movement of canned fruit has been good and a moderate carryout at the end of 
this season is predicted. 

Short-term outlook.—Export sales of U.S. canned deciduous fruits during the 
1958-59 season are expected to be lower than those of 1957-58. The available 
supplies of canned fruits of the United States are less than last season and do- 
mestic market prospects are relatively favorable. At the same time, supplies of 
canned fruits in European markets, especially the United Kingdom, are relatively 
heavy and prices depressed. 

Long-term outlook.—An increasing demand for and acceptance of canned 
deciduous fruits is anticipated on the European Continent. Increased shipments 
of canned fruits to these markets by South Africa, Argentina, and Japan can be 
expected as the canning industries of these countries continue to expand. U.S. 
canned fruits, in view of their high quality and reasonable prices, should main- 
tain and improve their position in world markets. 

Accomplishments.—The U.S. canned fruit industry continued to press its pro- 
gram designed to regain and develop foreign markets. The United Kingdom, 
the largest European canned fruit importer, announced a program authorizing 
imports of over $6 million worth of canned deciduous fruits annually from the 
dollar area. Recently, Denmark authorized imports of canned fruits from 
the dollar area for the first time since before the war. West Germany con- 
tinued its program of enabling imports of dollar canned fruits and that market 
is expected to continue to grow. 

Plans.—U.8. canned fruits will be displayed at trade fairs in Lausanne, 
Switzerland, and Cologne, Germany, during the coming season. A brochure 
relating to canned fruit juices will be completed and distributed to world 
markets. A survey of the canning industries in some European countries will 
be undertaken. Representations to foreign countries limiting imports of dollar 
canned fruits will continue to be made in an effort to increase exporting 
opportunities. 

CITRUS FRUITS 


World situation—World citrus production is increasing in all areas. The 
greatest increase is in oranges; the smallest, in grapefruit. The 1958-59 
Mediterranean orange crop is © million boxes larger than in 1957-58 and 40 
million boxes larger than the post-Spanish freeze crop of 1956-57. Further 
production increases in the Mediterranean and Brazil, Argentina, and South 
Africa are expected. The demand for both fresh and processed citrus continues 
to increase. 

U.S. situation—Orange production is below normal this season, as a result 
of the Florida freeze, but is expected to be normal by 1959-60. Grapefruit 
production is normal, and lemon production is below 1957-58. Grower returns 
on oranges have been excellent; grapefruit returns have been good; and lemon 
returns, lower than in previous years. Future winter orange crops may in- 
crease because of new plantings in Florida and California. Summer orange 
production will do well to hold its own as California seeks a new producing 
area to replace declining Southern California Basin production. Winter grape- 
fruit production can nearly double in the future if the full potential of the new 
Texas plantings is realized. Summer grapefruit production in California is 
fairly stable. Lemon production is expected to increase above present levels 
as new plantings in Arizona and California come into bearing. 

Short-term outlook.—In 1958-59 there will be smaller orange and lemon— 
fresh and products—exports to Europe because of short domestic supplies and 
increased competition from the Mediterranean. Grapefruit exports will prob- 
ably be more normal. Europe’s winter orange market will be flooded with 
record supplies of Mediterranean fruit and low prices are expected. 

Long-term outlook.—Growing production of foreign citrus will result in in- 
creased competition in world markets for both fresh fruit and products, unless 
climatic disasters in foreign areas create exceptional market opportunities from 
time to time. European interest in food additives will create problems in the 
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use of food colors and preservatives. The most favorable outlook is for increased 
exports of fresh lemons, grapefruit, and processed citrus products. 

Accomplishments.—West Germany liberalized imports of fresh citrus, and 
the United Kingdom market has been opened for limited dollar imports. Sales 
have been made under Public Law 480 programs to the United Kingdom, Iceland, 
and Finland. 

Competitive studies have been published on the citrus industries of Argentina, 
Brazil, Chile, and Peru. Negotiations for tariff reductions and further liberal- 
izations have been undertaken. Citrus and citrus products have been displayed 
at foreign trade fairs. Juice samples have been made available to bottlers in 
presently closed markets. European markets have been surveyed covering fresh 
fruit and products. 

Plans.—A competitive study of Mexico is planned. Trade fair promotions 
are planned. Market development projects with Public Law 480 funds will be 
undertaken. Juice samples will be dispensed at foreign fairs. An extensive 
market development project will be carried out for grapefruit in the Ruhr 
Valley. <A leaflet to promote U.S. fruit juices will be distributed to world 
markets. 

DRIED FRUIT 


World situation.—World supplies of raisins and dried prunes in 1958-59 are 
13 percent smaller than in 1957-58 and well below average. The 1958 pro- 
duction of virtually all dried fruits in the United States was exceptionally 
small, and this has had an important effect on world supplies and _ prices. 
Foreign production in 1958 was approximately the same as in 1957 and, though 
foreign prices are sharply higher than a year ago, they have not risen as high 
as U.S. prices. Australian and Turkish 1958 raisin packs were larger than in 
1957 ; Iranian production unchanged from 1957; and Greek output sharply lower. 
Yugoslavia, the major foreign prune producer, had the same size pack as in 
1957 while France’s prune production was much below normal. 

U.S. situation—California raisin production at 172,000 short tons in 1958 
was 6 percent above the very short 1957 pack but 26 percent below the 1951-55 
average. Also as a result of rains at drying time, about one-third of the 
1958 pack has been affected by mold damage, and must be reconditioned to 
be salable. Beginning stocks of raisins, on September 1, 1958, were also un- 
usually small. The 1958 California pack of dried prunes of 95,000 tons was 
42 percent smaller than in 1957 and 38 percent below average. Beginning 
stocks of prunes were also down. 

Short-term outlook.—U.S. supplies of raisins and dried prunes in 1958-59 
will be inadequate to meet normal domestic and export demands. With sup- 
plies limited and prices high U.S. exports of dried fruits in 1958-59 will be the 
lowest in many years. The spread between U.S. and foreign prices may result 
in the importation into the United States of a few thousand tons of dried vine 
fruit—for the first time in many years. Exports by the Mediterranean produc- 
ing countries in 1958-59 may be 5 to 10 percent below the 1957-58 level. 

Long-term outlook.—On the demand side, the outlook is for stable per capita 
consumption of raisins with gradually rising total consumption as population 
increases. Until recently there had appeared little likelihood of prospective 
raisin production increasing more rapidly than potential consumption. How- 
ever, favorable prices in recent seasons have encouraged growers to plant 
heavily in Greece. Some increase in acreage is also indicated in Turkey and 
the United States. The decline in prune consumption may be stemmed by the 
opening to U.S. prunes of hitherto restricted foreign markets and through 
vigorous market development activity by the industry. The long-term down 
ward trend in California acreage appears to have come to an end. 

Accomplishments.—Pressure Was maintained against the import restrictions 
still applied by some governments that limit purchases of dried fruits. <A signal 
achievement was the attainment of a measure of liberalization in the all-im- 
portant United Kingdom market. Public Law 480 sales were made in 1957-58 
to the United Kingdom, Finland, Iceland, and Israel. Market development proj- 
ects in Europe have been carried out in cooperation with the raisin and dried 
prune industries. A survey of the competitive position of the Portuguese dried 
fig industry was published. 

Plans.—A competition study of the Iranian dried fruit industries will be un- 
dertaken. The completed surveys of the dried fruit industries of Greece and Tur- 
key are to be published. FAS will continue to keep under scrutiny foreign com- 
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petition and foreign markets in order to maintain and expand foreign outlets 
for domestic production. Additional market development projects in cooperation 
with the U.S. dried fruit industry are planned. 


TREE NUTS 


World situation.—The 1958 world commercial production of almonds was down 
while that of walnuts and filberts was up from the previous year. Unfavorable 
spring weather was responsible for 1958 foreign and California almond produc- 
tion totaling only 63,000 short tons, shelled, or 31 percent below the 1951-55 aver- 
age. Almond stocks from the bumper 1957 crop, however, were unusually heavy 
in foreign producing countries at the beginning of the 1958-59 season. The 1958 
world filbert crop is estimated at 174,000 tons, shelled, an increase of 22 percent 
over 1957 and 31 percent over average. This was the “on year” for Turkey, which 
dominates world production. Commercial walnut production in 1958 in most 
of the leading producing countries, including the United States, is estimated at 
156,000 tons, unshelled, or 22 percent above average. France and Italy re- 
covered from crop failures in 1957, and registered above-average 1958 packs. 
Compared with last season, foreign prices are materially higher for almonds, 
substantially lower for walnuts, and somewhat lower for filberts. 

U.S. situation.—The 1958 crop was record large for walnuts, above average for 
pecans, about average for filberts, and very short for almonds. Prices thus 
far in 1958-59 in comparison with the same period of 1957-58 are substantially 
lower for walnuts, somewhat lower for pecans, somewhat higher for filberts, and 
much higher for almonds. Under the Federal marketing agreement and order 
program, 11 percent of the 1958 California walnut crop and 9 percent of the Ore- 
gon crop were diverted, as surplus, to noncommercial channels. Domestic almond 
supplies, on the other hand, are far below consumption requirements. 

Short-term outlook.—For almonds, 1958-59 imports will be shraply higher 
and exports drastically lower than in 1957-58. Foreign supplies are large 
enough and foreign prices low enough in comparison with domestic prices to 
bring about the largest import volume of almonds in many years. This is in 
sharp contrast with the U.S. supply position in the 1957-58 season when a sec- 
tion 22 import fee quota was in effect on almonds. U.S. walnut imports and 
exports should both be higher in 1958-59 than in 1957-58. The volume of 
Turkish filberts entering the United States will depend largely on Turkish 
Government price policies. Foreign almond and walnut prices may not change 
substantially before 1959 crop prospects are known. 

Long-term outlook.—Foreign production of almonds has not shown any clear- 
cut tendency to increase or decrease. Walnut production, particularly in Italy 
and India, appears to be increasing, as does filbert production in Turkey and 
Italy. Cashew and pistachio production is also expected to increase over a 
period of years. However, increasing population and rising standards of living 
abroad, especially in Europe, should cause greater demand abroad. 

Accomplishments.—A field survey of the Portuguese almond and Turkish fil- 
bert industries was carried out. A study on the cashew nut industries of India 
and East Africa has been prepared for publication. Both Denmark and the 
United Kingdom took steps toward enabling imports of tree nuts from the dollar 
area. 

Plans.—A competition survey of the Spanish almond industry is contemplated. 
FAS will continue to keep abreast of the foreign developments so as to be able 
to keep the domestic industry informed of foreign tree nut competition and 
foreign market opportunities, and develop programs for expanding U.S. exports 
of edible tree nuts. 

VEGETABLES 


World situation—Western European potato production this season is 5 per- 
cent below the 1957 crop. Excessive rainfall late in the season caused damage 
to crops in Ireland, England, northern France, and Belgium. The United “ing- 
dom is importing large quantities of pototoes from Holland, Belgium, and Den- 
mark. France is considering imports from North America. 

Winter vegetable acreage in Cuba and Mexico has been materially increased 
from 1957 to 1958. 

U.S. situation —The U.S. potato crop is the fourth largest of record. Stor- 
age stocks are well above the large stocks of last year and prices are low. Ex- 
cept for delays in early plantings of winter vegetables in south Texas, the 
1958-59 crop has been making good progress and there has been no serious 
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frost damage similar to that of last season. Supplies of canned vegetables 
are a little larger than last year and materially above the 1949-57 average. 

Short-term outlook.—Most of the U.S. exports of both fresh and processed 
vegetables go to Canada. The long-term trend of exports to Canada has shown 
a small but steady increase. This trend is likely to continue with a larger 
supply of U.S. winter vegetables this season. 

Cuba and Mexico materially expanded their acreages of winter vegetables— 
grown primarily for export to the United States. The principal crop is toma- 
toes. Exports from Cuba are down because of lower prices in the United States 
and political unrest in Cuba. Mexican plantings were delayed by early season 
rains. Shipments from Mexico are expected to be unusually heavy beginning 
in early February. If the crops in Florida and Texas continue to make satis: 
factory progress, it is unlikely that all of the production in Mexico can be 
marketed successfully. 

Opportunities to market U.S. potatoes in Europe for the balance of the 1958-59 
marketing season are being explored. 

Long-term outlook.—Canadian growers have been pressing their Government 
for price supports and higher import duties on vegetables. Also, they have 
amended their customs act to permit more speedy action on artificial valuations 
for duty purposes. Despite these actions it is likely that exports of vegetables 
to Canada will continue to increase although the rate of increase may be slowed. 

Accomplishments.—FAS continues to alert growers and shippers to the acreage 
and production of competing supplies in nearby countries and to spot trade 
opportunities. A’ report on the winter vegetable crops in Mexico has been 
revised and published. Some processed vegetables were displayed at trade fairs, 

Plans.—FAS is endeavoring to encourage closer cooperation between the 
potato and vegetable industries in the United States and Canada in discussing 
their joint marketing problems. Market development projects for seed potatoes 
in South America are being discussed with the potato industry. 


WHEAT 


World situation.—The 1958 world wheat crop is presently estimated at a new 
high of 8.7 billion bushels, more than 1 billion above the previous year, and 1.7 
billion bushels above the 1950-54 average. Record crops in the United States, 
mainland China, and Russia and a very large crop in Australia accounted for 
most of the increase. 

Exportable supplies over the world, after dropping some 200 million bushels 
between July 1, 1956, and July 1, 1958, have now reached a record high. The 
United States and Canada hold virtually all of what can be considered non- 
disposable surpluses. By July 1, 1959, Canadian surplus levels will have fallen 
some 200 million bushels since July 1, 1957. Until the huge 1958 crop, U.S. 
stocks had undergone a decline of about 150 million bushels since the peak of 
mid-1955. 

Total wheat consumption over the world is on the increase. In some of the 
more advanced countries of the West, per capita consumption is declining to 
the extent that total consumption is at a standstill despite growing populations. 
However, throughout the larger part of the world in which incomes are relatively 
low and national economies underdeveloped, per capita consumption is either 
holding steady or increasing. This, then, although due in part to the availa- 
bility of surplus disposal and long-term credit arrangements, accounts for the 
increasing volume of wheat being consumed annually. 

Roughly, 1 out of every 8 bushels of wheat produced in the world 
moves into international trade. Steady increases have occurred in recent 
years. Trade over the last 3 years has averaged almost 1,200 million bushels 
annually as compared to about 950 million during the preceding 3-year period. 
Much of this increase has come from the United States through the use of its 
Government export programs, although Russia also registered substantial gains 
during this period. As to destination, Europe remains the world’s largest 
importing area. Most of the increases which have occurred in recent years, 
however, have gone to Asia. 

U.S. situation.—After several years of generally declining production and 3 
consecutive years of substantial reductions in stocks, the United States now holds 
unparalleled supplies of wheat owing to the record 1958 crop. U.S. exports the 
current year are expected to reach 430 million bushels. Carryover on July 1, 
1959, will likely exceed 1,300 million bushels. 
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Larger shipments to Europe, Brazil, and India will account for the increase 
in U.S. exports expected in 1958-59. Last year, Asia replaced Europe's tradi- 
tional position as the top outlet for U.S. wheat. Owing to large purchases by 
Japan and the Philippines last year, Asia was also the top dollar market for 
US. exports. 

Short-term outlook.—World trade in 1958-59 is likely to exceed 1,200 million 
bushels. European imports will be slightly larger than last year, as will the 
imports of India and Brazil. Larger export sales will be shared by the United 
States, Russia, and, to a lesser extent, Canada and Turkey. Argentine and 
French exports are likely to decline somewhat. 

Long-term outlook.—The long-term outlook for both U.S. and world wheat 
exports will depend heavily on the continued availability of wheat under special 
fnancial terms. Continued increases in wheat imports by certain underde- 
veloped areas will depend heavily on external financing or aid programs. 

A second major factor in the long-run outlook for world wheat trade lies with 
future wheat production in importing areas. Continued progress in the growth 
of national economies in Western Europe and certain other areas of the world 
may soon result in a lessening of emphasis upon wheat production as a means 
to self-sufficiency in food and balance-of-payments stabilization. Such a de 
velopment would help greatly in allowing wheat to move freely from areas of 
relatively low cost into areas of relatively high cost, thereby increasing the 
volume of international trade. 

Russia may very likely become an increasingly important supplier of free- 
world wheat markets over the next few years. This would necessarily occur 
at the expense of exports from free-world sources, however, it seems reasonable 
that U.S. exports might principally be affected. 

In general, world wheat trade is expected to increase gradually during the 
next decade. The rate of this increase, however, will depend upon continued 
special financing programs, and a lessening of support to local production in 
higher-cost-of-production areas. Without either, world wheat trade will prob- 
ably not exceed present levels during the foreseeable future. 

Plans for calendar year 1959.—Together with the cooperation of producer and 
industry groups, wheat market development activities in 1959 will emphasize 
nutrition, improving bread quality, and education of foreign buyers of U.S. 
wheat. Four mills including a 27-minute one and three shorts will be com- 
pleted in 1959, which will be used to supplement nutritional education work 
in several countries of Central and South America and Asia. Baking schools 
in Santiago, Chile, and Bombay, India, will be used to expand production of 
quality bread and thereby encourage increased bread consumption. Student 
bakers from all over Latin America will be sent to Santiago for instruction. 
School-lunch programs featuring wheat foods will be expanded in South Amer- 
ia and the Far East. Marketing specialists and a cereal chemist will be work- 
ing with flour millers overseas to encourage their use of U.S. wheat. In addi- 
tion, a team will survey market development opportunities in Africa while 
teams from Europe, Central and South America and the Far East will be 
\rought to the United States to gain a better understanding of the qualities 
of the U.S. wheat. Newly established cooperator market development offices 
in Rotterdam, Lima, and New Delhi will facilitate the overall program. A new 
tice may be opened in Pakistan. 

An on-the-spot investigation is planned of the impact of Japan’s present and 
wntemplated programs and policies with respect to wheat and barley produc- 
tion, marketing, price, and imports on the competitive status of U.S. wheat, 
tour and barley in the Japanese market. It will include assembling and 
iialysis of factual data on population trends, consumer purchasing power, 
lletary preferences, quality preferences of Japanese flour mills and barley- 
brocessin g plants, present and probable future wheat and barley requirements 
tad imports, availability of land for expansion in wheat and barley production, 
‘ad competitive advantages enjoyed by competing exporting countries in the 
Japanese market. 

Virtually all of the wheat now produced in importing countries is grown and 
warketed under some form or another of governmental support and assistance. 
A Stuly will be made in 1959 to determine the impact of such policies and 
rograms on the competitive status of U.S. wheat and flour in world markets 
ind to assemble factual data needed for bringing to the attention of the various 
Svernments all instances where such policies and programs are (a) contrary 
a the principles of the General Agreement on Tariffs and Trade and (b) re- 
‘ult in discrimination against U.S. wheat and flour or place the U.S. product 
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in an unfavorable competitive status compared with wheat and flour imported 
from competing exporting countries. 

A study, initiated in 1958 and scheduled for completion in 1959, will be pub. 
lished on the potentialities of Brazil, a high-cost producer, to expand its wheat 
production in the interest of attaining a higher degree of self-sufficiency, Jt 
will include trends in acreage, production, supplies, and requirements, and 
governmental policies and programs aimed at encouraging increased produe- 
tion. Preliminary results indicate that there is little likelihood of Brazil's 
dependence on imported wheat, now equivalent to about around 70 percent of 
consumption, being substantially reduced in the foreseeable future. Reasons 
are soil and climatic conditions in most of the country that are unfavorable 
to wheat, an estimated increase of 244 percent annually in population, expand- 
ing industrialization, labor shifts from rural to urban areas, and the ayail- 
ability of abundant supplies of wheat from Argentina, the United States, 
Uruguay and other countries at relatively low prices. 

A survey will be made in 1959 of the policies and programs adoped by foreign 
wheat exporting countries to facilitate the sale of their surpluses in world 
markets while at the same time assuring to producers returns that will not 
fall below a minimum guaranteed for the entire crop. Special attention will 
be devoted to the wheat production and trade policies and programs of Canada, 
Argentina, Australia, France, and Uruguay and their impact on the competitive 
status of U.S. wheat and flour in world markets. It will include an analysis 
of wheat and flour exports, sales on special terms, bilateral agreements, export 
subsidies and other export incentives. 

A study is planned during 1959 of the probable impact of the Common Market 
Treaty on future export prospects for U.S. wheat and fiour in common-market 
countries. Attention will be devoted to (1) possible changes in import needs 
and export availabilities; (2) prospects for increased production of wheat and 
flour for export to other common-market countries; (3) possible shifts in 
traditional sources of supply for imported wheat and flour; (4) changes in 
existing patterns of agricultural production, such as shifts from food and feed 
grains to livestock enterprises; (5) impact of the treaty on existing price 
supports for wheat in those countries; (6) extent to which common-market coun- 
tries may expand production of industrial products for export to nonmember 
eountries; (7) possible reduction in number of small farms in favor of larger 
farming units; (8) prospects for a reduction in existing restrictions against 
imports of wheat and flour from nonmember countries; and (9) other develop- 
ments likely to affect the competitive status of U.S. wheat and flour in common- 
market countries. 

FEEDGRAINS 


World situation—World production of feedgrains in 1958 was of near-record 
proportions and may have reached a new high. Corn production was a record 
7.1 billion bushels, 500 million above last year and 1.4 billion over the 1950-4 
average. Although foreign production data are incomplete, the grain sorghum 
outturn is also believed to have reached a new record. Barley production 
in 1958 is currently estimated at about 3.2 billion bushels compared to the high 
of almost 3.4 billion reached in 1956. Oats production was over 4.1 billion 
bushels, approximately the same as the 1950-54 average. 

Exportable supplies over the world, the greatest portion of which are made 
up by U.S. corn and grain sorghums, are also at a record level. Nondisposable 
surpluses are largely limited to the United States, although Canada also holds 
substantial surpluses of barley and oats. 

According to preliminary data, world trade in coarse grains reached a new 
high of nearly 20 million short tons in 1957-58. This was the third consecutive 
year of record-high trade in coarse grains. The 1955-56 and 1956-57 volumes 
were 17.3 million and 18.9 million, respectively. Increased livestock feed re 
quirements in Europe and the large exports financed under U.S. Government 
programs were the primary factors. 

U.S. situation —U.S. exports also reached a new high of slightly over 9 mil- 
lion short tons in 1957-58. This was up 2 million tons from 1956-57 and more 
than 500,000 tons above the previous record of 1955-56. Corn exports accounted 
for most of this increase, rising from less than 3.5 million tons in 1955-56 to 
over 5.2 million tons last year. Although Mexico was a large market for US. 
corn last year, the traditionally largest market remained among the countries 
of Western Europe. Japan has also been a large and rapidly growing market 
for U.S. corn. The bulk of U.S. exports of other coarse grains have gone t0 
Western Europe. 
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Short-term outlook.—The huge increases in both U.S. and total world coarse 
grain exports over recent years, coupled with evidence of rapidly expanding 
livestock numbers in the economically well-developed areas of the world, point 
tocontinued growth in world coarse grain trade. 

Long-term outlook.—With the consumption of livestock products presently at a 
very low level among most of the nations of the world, a huge potential market 
appears to exist for livestock products. The production of coarse grains for 
livestock feed, although expanding is not likely to keep pace with requirements in 
many of these areas—particularly if economic development and growth continues 
its present pace. Expansion of consumption requirements in the underdeveloped 
areas will, of course, be heavily dependent upon the continued availability of 
external aid and financing to these areas. Nevertheless, the long-term outlook is 
for continued growth, at a fairly rapid rate, in the volume of world trade in coarse 

rains. 
; Plans for calendar year 1959.—Under a market development program agreement 
for feed grains recently entered into with the Grain Sorghum Producers Asso- 
ciation, a Supervisory-type project is heing developed which will call for a head- 
quarters to be established in Italy to develop specific projects in Italy, Greece, 
Turkey, Israel, and the United Kingdom. The industry group will also partici- 
pate in several fairs in Italy with the use of a mobile feed grain exhibit. Another 
project will be undertaken in the United Kingdom to bring to the United States a 
team interested in efficient livestock and poultry feeding. A livestock and poultry 
feeding demonstration will be established in Greece in cooperation with the Grain 
Sorghum Producers Association and the American Farm School beginning with a 
feed grain exhibit at the Salonika Fair. In addition, a study may be undertaken 
on the possibility of expanding U.S. exports of feed grain to Latin America. In- 
dustry groups are expected to participate with a feed grain exhibit in the Pacific 
International Trade Fair in Lima, Peru. 


RICE 
Worid situation 


Production of rice in 1958-59 represents an alltime high. World production 
including Communist China was up 10 percent over the preceding year and some 
20 percent compared with the 1950-54 average. Supplies available for exports in 
1959 will be larger than last year due to good crops in all major rice exporting 
countries except Egypt. Generally throughout the world, carryover stocks of old 
crop rice on January 1 in exporting countries were at very low levels, thus offset- 
ting some of the increase in supplies coming from the 1958-59 crop. 

World demand will continue at the high levels of 1957 and 1958 due to population 
increases, slightly better economic conditions, and favorable prices. Consumption 
of rice is likely to continue to rise gradually throughout the world. Supplies of 
rice available for export in 1959 excluding those originating in Communist China 
are not considered excessive against probable world demand. It is not possible 
to evaluate the volume of supplies which may be exported from that area as its 
1958 exports were predicated almost entirely on political decisions. Whether 
economie pressures will be an additional major factor in 1959 is not known at 
Present. Any increase in Communist China’s marketings on concessional terms 
whether from domestic production or from barter deals with other rice-surplus 
areas, might have a softening effect on the world market. 

If rice exports from Communist China are not increased over the levels of 
the past few years then it is likely that the world prices of the lower grades and 
qualities will reflect the loss of the advances in price since 1957. Should supplies 
available for export move slowly in the first half of 1959, it is likely that a con- 
siderable amount of rice may move out of the market through barter deals with 
the U.S.S.R., reversing the trends of the past 18 months. Supplies of high-grade 
rice are not likely to change and prices should not decline to the extent that lower 
grades do. 

Total world requirements for rice will continue to remain unfilled in part 
unless provided under concessional sales due to lack of foreign exchange in the 
hands of a number of importers. 


US. situation 

Stocks of rice at the start of the 1958-59 rice marketing year were at 18.1 
million bags (rough rice basis). This was 10 percent below the carryover of last 
year and over 47 percent below the record carryover of August 1, 1956. Total 
exports in 1957-58 were slightly over 12 million bags of milled rice of which 


51 percent was marketed under various Government programs. Cash commercial 
sales for export have remained constant for a period of 3 years. Fluctuations jp 
the level of total exports have been in the amounts moving under Government 
programs. 

A payment-in-kind program similar in principle to those now in effect for wheat 
and feed grains was placed in operation on December 15, 1958. The program is 
designed to encourage the movement of rice into export directly from commercial 
stocks rather than from CCC sales. The major exceptions in the case of eligible 
countries of destination for exports are Cuba and Canada. 

Carryout stocks as of July 31, 1959, are estimated at about 12 million bags 
(rough basis). If this is attained, it will represent a decrease in stocks of 38 
percent over last year. 


Short-term outlook 

The operation of a payment-in-kind program may not have too great an effect 
on increasing U.S. commercial exports in the current marketing year due to 
nearly 5 months of the year having passed before the initiation of the program. 
After August 1, 1959, this program should increase cash sales and materially 
reduce Government acquisitions under the price support program. 


Long-term outlook 

The position of the United States in marketing high-grade rice should improve 
with the operation of the payment-in-kind program. It is not likely that the 
United States can hope to become competitive over the whole range of the world 
rice marketing because of the amount of subsidy required to compete in the lower 
grades and qualities which make up a major portion of the total world trade. 
Other factors that limit the area of competition are freight differentials and the 
lack of foreign exchange in the form of dollars in rice deficit areas. It is likely, 
however, that the amount of rice now moving under Government programs can be 
materially lessened on the basis of a minimum acreage of 1.6 million acres. 


Plans for calendar year 1959 

During 1959, an overall market survey will be comp'eted for nine European 
countries having a major interest in rice in cooperation with the U.S. Rice 
Export Development Association. Plans are also being developed with the same 
cooperator to initiate a promotional type of survey project for six European 
countries. 

In cooperation with Rice Industry, Inc., rice exhibits will be undertaken at 
three international fairs. 

The 2-year project on the grade and quality analysis of rice produced in some 
48 foreign countries will be completed and the results published. This will give, 
for the first time, a direct comparison of U.S. rice produced for export in terms 
of grades, qualities and price with other rices moving in world trade. This study 
will, in addition, indicate the most favorable areas of competition for U.S. rice 
in connection with consumer’s preferences. 

During the year some preliminary work is planned in the comparison of the 
cooking qualities and other characteristics of U.S. rices under conditions existing 
in other areas, 

SEEDS 
Situation and outlook 

ixports of grass and legume seeds during July-November amounted to 129 
million pounds compared with 14.7 million pounds during the same period 
in 1957, and 12.4 in 1956. Production of grass and legume seeds in many 
countries suffered from unfavorable growing conditions in 1958, but the shortage 
is counterbalanced in part by the above average carryover in several of the 
major importing countries. It is expected that there will be substantial U.S. 
exports of grass and legume seeds this season, although because of the higher 
level of prices, they may not equal 1957-58 in total. Exports of alfalfa seed 
reached an alltime high last year, and in spite of the higher price level, are 
expected to be substantial this season. 


Plans for calendar 1959 

A survey of eight African countries is now in progress and it is expected 
that the program of providing experimental quantities of U.S. seeds to foreign 
countries will be expanded to include the countries presently under study. A 
market development project for Greece is under consideration and several 
seed-producing groups have indicated their interest in market development 
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projects in other countries. Proposals to bring teams of seedmen from 
two European countries to visit U.S. seed-producing areas are also under 
consideration. 

HOPS 
World situation 


The world’s 1958-59 hops crop reached an alltime record of 168 million pounds. 
The large crop reflects increased acreage in the United States and European 
euntries as a result of producer response to high prices in world markets 
during the past 2 years and a steady upward trend in world beer consumption. 

World beer production and consumption have been increasing rapidly. Pro- 
duction in 1958 is estimated at 325 million barrels. Assuming an average 
consumption of 0.85 pounds of hops per barrel of beer, the world’s brewery 
requirements of hops currently amounts to about 115 million pounds. This 
estimate makes no allowance for reserve stocks. 

Indications are that reserve stocks in most countries were at rather low 
levels at the beginning (September 1) of the 1958-59 marketing season. Were 
breweries to build up sufficient reserves in 1958-59 to cover 6 months’ require 
ments, their actual requirements for the year would amount to about 173 
nillion pounds. This eonfirms the opinion of many breweries that world hops 
production in recent years has not kept pace with requirments. 


US. situation 


In response to high prices in world markets, the U.S. hops area was greatly 
increased in 1958 and the crop totaled 48.4 million pounds against 40.1 million 
pounds a year earlier. Despite a reduced September 1 carry-in, supplies avail- 
able for marketing this season (1958-59) amount to 63.3 million pounds com- 
pared with 58.3 million pounds last year. U.S. exports reached a record of 16.9 
nillion pounds in 1957-58. 


Short- and long-term outlook 


Because of the much larger crop in European exporting countries this season, 
exports from the United States in 1958-59 are not likely to exceed 15 million 
pounds and prices received will be lower. The long-term outlook is for a con- 
tinued high level of foreign demand for U.S. hops. Reasons are (1) belief that 
foreign producers are not willing to permit a rapid expansion in their hops 
acreage; (2) expectations of a continued high level of beer consumption as 
consumer purchasing power improves; (8) growing appreciation of the excellent 
quality of U.S. hops for light beers, the demand for which is increasing; and (4) 
availability of hops from the United States at reasonable prices. 


Plans for 1959 


European competition for hops markets—An on-the-spot investigation is 
planned to (1) investigate European hops production trends and marketing 
and pricing policies; (2) ascertain whether European producing countries are 
likely to expand still further their production of hops for export; (8) determine 
levels of competition which U.S. producers and exporters are likely to meet from 
competing European producers in the years ahead; and (4) assemble informa- 
tion on any other developments, particularly those resulting from the Common 
Market Treaty, on the future competitive status of U.S. hops in European 
markets, 

BEANS 
Cwrrent market situation 


The United States has one of the largest exportable supplies of beans in its 
history (4 million bags estimated) compared with usual exports of 2 to 3 million 
bags. This occurs in a year, however, when supplies abroad, especially among 
the other major exporters, are short. As a result, exports have been running 
tigh. The movement into the U.S. market is also above normal. These develop- 
nents have bolstered price and growers are redeeming beans under loan. Thus, 
ltappears that the CCC takeover of 1958 crop beans may be much smaller than 
‘arlier expected. With relatively high bean prices in the United States and 
tbroad for the second year in succession, plantings in 1959 probably will be high. 
If yields are average in most of the world, the 1960 market for U.S. beans may 
be back to the oversupply situation of other recent years. 

Plans for 1959 


A survey is contemplated in the growing markets and competitive exporting 
treas of the Far East to appraise potentials there. A similar survey should 





be made in Yugoslavia, Turkey, and Greece in an attempt to appraise the Balkan 
situation about harvest time next fall. The Balkan countries are competitive 
with U.S. beans in the very important market of Western Europe. 


BEEF 


World situation—World demand for beef was unusually strong during 1958 
and prices were high. Production continued large but may have declined below 
the record of 1957. Production in principal countries in 1957 totaled 49 billion 
pounds, or 17 percent greater than the 1951-55 average. 

U.S. situation—Beef production declined in 1957 and 1958, and there was a 
sharp increase in cattle and beef prices. Cattle numbers on farms declined 
during 1956 and 1957, but began to rise again in 1958. The increase in numbers 
was accompanied by relatively small marketings of lower grade cows, and there 
was a relatively short supply of processing beef. A large number of fed cattle 
were marketed and supplies of fed beef were comparatively well maintained, 
The number of cattle on grain feed January 1, 1959, was 11 percent greater than 
a vear earlier. 

High U.S. prices encouraged imports of cattle and beef. Imports of cattle 
during 1958 exceeded 1 million head (roughly 40 percent from Mexico—60 per- 
cent from Canada). Combined imports of cattle and beef (dressed meat basis) 
were about 8 percent of U.S. production compared with 3.8 percent in 1957 and 
the previous record of 5.8 percent in 1951. Most of the increase in imports 
was boneless beef from New Zealand, Mexico, Canada, Ireland, and Australia, 
and cured beef from Argentina. Imports of canned beef from South America 
increased only moderately. Most of the live cattle imported were animals for 
feeding. U.S. exports of beef declined with the completion of deliveries under 
Public Law 480 programs. 

Short-term outlook.—U.S. beef production is expected to rise moderately in 
1959 and the expansion of numbers on farms is expected to continue. Cattle 
prices are expected to remain high but may recede from the peak levels of 1958. 
The favorable price situation and abundant feed supplies will encourage 
imports of cattle and lower grade beef. Total imports in 1959 are expected 
to decline somewhat from the relatively high levels of 1958. 

Long-term outlook.—If U.S. cattle numbers follow a usual cyclical upturn 
(about 7 years), beef output is likely to increase moderately each year during 
1959-60. Production will probably increase at a faster rate in 1961-62 and 
reach a peak around 19€3-65. Cattle prices are expected to show elements of 
strength through 1960, but through the balance of this cattle cycle are unlikely 
to match the very favorable price year of 1958. 

U.S. cattle and beef imports are likely to decline gradually during the next 
few years as domestic production rises and prices decline. 

Plans.—A survey of New Zealand and Australia is planned in 1959 with a view 
of evaluating the livestock industry of the area, current trends, and potential 
capacity for growth. This survey will provide timely information on the 
pastoral activities of this region which will be useful in assessing competition 
from the area in both the international and U.S. market. 


PORK 


World situation.—Pork production during 1959 in the major producing cout 
tries is expected to be 5 percent greater than in 1958 and 23 percent above the 
1951-55 average. Hog slaughter in the United States and Canada will rise 
sharply but European slaughter, which had risen to a new high in 1958, will level 
off or slightly decline. 

U.S. situation—U.S. pork production in 1958 was about the same as in 1957 
and the average for 1952-56. Demand for pork was relatively stable, and re 
duced total supplies of meat led to relatively favorable prices. Hog prices 
were unusually high relative to feed prices. 

Imports of canned hams and shoulders and of other pork increased. Exports 
declined. Imports continued larger than exports. The United Kingdom, West 
Germany, France, Italy, and a number of other countries do not import pork 
from the United States because of exchange and other controls. 

Short-term outlook.—U.S. pork production will increase sharply in 1959 as 4 
result of 17 percent more pigs saved in the fall of 1958 and a prospective 13 per 
cent larger 1959 spring pig crop. Hog prices are below a year earlier and are 
expected to continue below 1958 prices for at least the remainder of 1959. 
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Prospects have improved for U.S. exports of variety meats to Europe and pork 
products to the Caribbean area. 

Price support operations for hogs in Canada have occurred this past season 
on a small scale and this operation may become fairly significant in 1959. The 
price support activities may prevent some Canadian pork from entering the 
United States. Canada prohibits imports of fresh or frozen pork from the 
United States on the basis that vesicular exanthema has not been eradicated, 
but may have a problem if cured pork from the United States starts moving in. 

Long-term outiook.—U.S. feed grain supplies are large enough to continuously 
sustain hog production at much higher levels. The level of production in 
the future will depend largely on domestic demand for pork and domestic and 
foreign demand for lard. Export markets for pork are desirable. However, there 
is little prospect for expanding commercial sales (except variety meats) to a 
pint where they will exert a significant effect on domestic prices, in view of 
the size of the foreign commercial market as compared to U.S. pork production, 
and the many barriers of various types to U.S. pork product exports. 

Plans.—To continue work toward complete liberalization of dollar trade; con- 
tinue efforts to reduce or eliminate regulatory barriers when they are used in 
an economically discriminatory manner rather than as bona fide sanitation 
rules; and, to keep the U.S. industry informed as to competitive problems and 
opportunities in various foreign markets. 


LAMB 


World situation.—Lamb and mutton production in important producing coun- 
tries in 1957 totaled 7 billion pounds, 2 percent less than a year earlier but 6 per- 
cent greater than the average for 1951-55. U.S. production makes up only a small 
part of the total. 

U.S. situation.—U.S. production remained relatively unchanged each year from 
1953 to 1956 but declined moderately in 1957 and again in 1958. The decline 
in production was accompanied by a general increase in lamb prices. 

U.S. imports of lamb and mutton rose sharply in 1958. Most of the increase 
was mutton from Australia which was used largely in sausage and other 
processed products. Lamb imports came mostly from New Zealand, but smaller 
quantities came from Iceland, Australia, Canada, and Ireland. 

January-October 1958 imports of lamb (6.3 million pounds) amounted to an 
estimated 1.2 percent of U.S. production (540 million pounds), compared with 
0.3 percent in the same period of 1957. January-October 1958 imports of lamb 
and mutton combined (20.9 million pounds) were an estimated 3.9 percent of 
production of lamb and mutton (542 million pounds). 

Short-term outlook.—More lambs are being fed this year than last (for market- 
ing mostly in January-April), and a somewhat larger lamb crop is expected. 
Domestic production during the year will probably rise moderately. Prices 
of lambs have declined from the levels reached in 1957. 

U.S. imports will probably continue, particularly imports of boneless mutton, 
even with lower lamb prices. 

Long-term outlook.—A further increase in U.S. sheep numbers for a few more 
years is likely, barring serious drought in major producing sections of the West. 
Increased domestic lamb production and increased beef supplies may result in 
adownward trend in lamb prices. 

Plans.—A survey of New Zealand and Australia is planned in 1959 with a 
view of evaluating the livestock industry of the area, current trends, and 
Potential capacity for growth. This survey will provide timely information 
on the pastoral activities of this region which will be useful in assessing compe- 
tition from the area in both the international and U.S. market. 


WOOL 


World situations.—World production of wool in 1958 is estimated at 5,030 
uillion pounds, grease basis, compared with 4,955 million pounds in 1957. On a 
clean basis, the 1958 output is about 2,865 million pounds, compared with 2,825 
million in 1956. Production has regained part of the 1957 decline due to the 
drought in Australia and the Union of South Africa, but is still slightly below the 
record clip of 1956. 

World consumption in 1958 continued the downward trend which began in the 
Second half of 1957. Consumption in 1957 was slightly above the 1956 record at 
«889 million pounds, clean basis. Consumption in 10 major consuming coun- 
ites during January-September 1958 was 14 percent below a year earlier. 
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Exports of raw wool from the Southern Hemisphere (Australia-New Zealand), 
Union of South Africa, Argentina, and Uruguay, fell 10 percent during the 
1957-58 season. Only Uruguay was able to show an increase over the previous 
season. Exports from Australia and South Africa fell sharply as a result of 
the drought, and from Argentina as a result of exchange difficulties. 

Prices of most types continued to decline during the first half of the 1958-59 
season (July—December). Merinos declined 20 percent, but coarse cross-breeds 
actually improved somewhat during this period. 

U.S. situation— Domestic wool production in 1958 may be up slightly as the 
output of shorn wool was at the highest level since 1947. Pulled wool outpnt 
will probably offset much of this gain as sheep and lamb slaughter declined. 
This indicates, however, that sheep numbers and short wool production in 1959 
will be above the 1958 levels of 31.3 million head, and 240 million pounds, re 
spectively. The average price paid to farmers during the 1957 season was 
53.7 eents per pound, compared with 44.3 cents in 1956. Prices in 1958 were down 
sharply, and during April—December ranged between 36.3 and 37.7 cents. 

Consumption in 1958 was down 9 percent from a year earlier, and at the lowest 
level since 1938. The textile recession which began in mid-1956 bottomed out 
in 1958 and actually improved during the second half. Mill use in the fourth 
quarter was the highest since the second quarter of 1957. 

Outlook.—World production should continue to increase in 1959 but lower 
prices, if continued, may cause some shifting to other enterprises or at least a 
eutback in expenditures on improvements which resulted in a rapid expansion of 
the sheep industry during the past decade. Low wool prices should stimulate 
an increase in consumption in 1959, especially if the major consuming countries 
continue to recover from the economic recession. 

U.S. eonsumption and imports should increase significantly this year from 
the low levels of 1958. The continuation of the incentive payment program and 
favorable range conditions should result in a further increase in domestic pro- 
duction. 

TALLOW 


World situation.—World production of tallow and greases in 1958 was 639 
billion pounds, just slightly less than the 6.45 billion pounds produced in 1957. 


The slight drop reflects a decline of about 5 percent in United States and Argen- 
tine output. Outside the United States, production was up significantly in most 
major tallow producing countries. However, the increases were not large enough 
to offset a decline of 160 million pounds in the United States, and 20 million 
pounds in Argentina. In 1958, the United States accounted for 49.7 percent 
of the world total compared with 51.9 percent the previous year. 

U.S. situation.—Apparent production of inedible tallow and greases in October- 
November 1958 (the latest data available) was up 2 percent from a year earlier. 
Domestic disappearance was about the same at this time; however, exports were 
up 13 percent. Stocks were down very slightly. 

Prices (prime, tank cars, Chicago), in Oetober-December 1958 averaged 7.5 
cents per pound compared with 8 cents in the comparable period a year earlier. 
U.S. exports. as a percent of the world total, fell to 57 percent in 1958 as eom- 
pared with 72 percent the previous year. 

Short-term outlook—Tallow and grease production in 1959 is expected to total 
about 2,825 million pounds, about 100 million above last year. Most of the 
inerease is expected in the last half of the year, mainly reflecting large hog 
slaughter. Prosnects suggest inedible tallow prices in 1959 will continue to 
average below 1958. Exports are expected to increase along with the decline in 
price, 

Long-term outlook.—U.S. production of tallow and greases is forecast at about 
3,000 million pounds in fiscal year 1960. This is 6 percent over the 2,825 million 
pounds in the current fiscal year (1959), and 8 percent greater than the 2.768 
million pounds produced in fiscal year 1958. Long run prospects for U.S. export 
of tallow will depend principally on how fully foreign purchasers shift from 
existing utilization to alternative utilizations. In the United States. declining 
use in soap has been partially offset by increased utilization in feed, fat splitting. 
and other products. If this situation occurs in major importing countries, pros 
pects are bright for a continued high level of imports from the United States. 

Plans.—To continue efforts to promote soap consumption in major tallow 
import markets; to promote research on and increased utilization of tallow a8 4 
component in feeds in various foreign areas; and to keep the U.S. industry 
informed as to competitive problems and opportunities in foreign markets. 
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LARD 


World situation.—World production of lard and rendered pork fat (in terms 
of lard) in 1958 is estimated at approximately 9.15 billion pounds, about 100 
million pounds more than was produced in 1957. The increase was mainly a 
reflection of fairly substantial gain in major producing countries outside the 
United States. Production was up significantly in most Buropean countries, 
(Canada, and also Brazil. U.S. production declined about 4 percent from 2.56 
pillion pounds to 2.48 billion. World exports of lard totaling about 625 million 
pounds in 1958 were down about 9 percent from the previous year. 

U.S. situation.—In 1958 the United States produced 28 percent of the world’s 
lard. U.S. exports, however, fell about 20 percent. Thus, while in 1957 U.S. 
exports were 73 percent of the world’s lard trade, in 1958 the proportion was 
65, In recent years, the direct use of lard as such in the United States has been 
relatively stable at around 1.6 billion pounds, representing about 75 percent 
of total disappareance. On a per capita basis, the direct use has shown a long 
downward trend. It has declined from 14.4 pounds per person in 1940 to an 
estimated 9.5 pounds in 1958. 

Short-term outlook.—Lard output in 1959 is forecast at 2,775 million pounds, 
about 300 million more than in 1958. U.S. exports are expected to increase 
about 10 percent from the 400 million pounds shipped in 1958. Domestic dis- 
appearance is expected to increase about &—10 percent, mainly reflecting increased 
use Of lard in shortening. Increased domestic utilization and increased exports 
will reflect lower lard prices and the price position of lard may become very 
difficult. 

Long-term outlook.—U.S. lard production in 1960 is forecast at approximately 
§ billion pounds, about 20 percent greater than the amount produced in 1958. 
Movement of this quantity of lard into consumption, i.e., utilization in the United 
States and exports, is expected to place heavy pressure on lard prices and prices 
will be forced to decline substantially from the averave of 1958S. 

Plans —To continue efforts to reduce or eliminate regulatory barriers; to 
promote U.S. lard in the European market and to keep the U.S. industry in- 
formed as to competitive problems and opportunities in various foreign markets. 

Accomplishments.—In 1958, a team of veterinarian officials of the Federal 
German Republic was brought to the United States to discuss with U.S. counter- 
parts technical aspects of regulatory problems and to see production practices 
in commercial establishments. As a result of these discussions, the entry of 
lard into this major European market has met with fewer problems, and real 
benefits are expected from this activity in 1959 when U.S. lard prices will be 
more competitive with other suppliers. 


TOBACCO STATEMENT 
1, World tobacco situation 


(a) Production—World tobacco production dropped in 1958 for the second 
consecutive year. The total harvest amounted to 8,269 million pounds, compared 
with 8,624 million in 1957 and 8,678 million in 1956. Production in the United 
States in 1958, at 1,758 million pounds, was about 90 million pounds larger than 
the 1957 crop, but was nevertheless the second smallest in 15 years. Average 
yield per acre in the United States was the highest of record. The United States 
continued as the world’s largest producer in 1958, 

Light tobaccos (Flue-cured, Burley, Oriental, ete.), principally used for ciga- 
tette manufacture, continue to gain importance in world production. These 
types of tobacco, combined, accounted for 56 percent of the world crop in 1958. 
Flue-cured, as usual in recent years, was the most important type produced in 
the world but the U.S. share of world Flue-cured production in 1958 was only 38 
Pereent, compared with 46 percent in 1956, and an average of 52 percent during 
1%0-54. On the other hand, the foreign countries, including Rhodesia-Nyasa- 
land, Canada, India, Greece, and Turkey are producing much larger crops of 
light cigarette tobaccos than formerly. It is likely that expansion of foreign- 
frown leaf production will continue, and competition for world markets with 
these tobaccos will be intensified. 

(b) World consumption.—Cigarette output continues to inerease in most 
‘ountries. Filter-tipped brands have gained increasing popularity, not only in 
the United States, but also in the major tobacco-importing countries of Western 
Europe. Larger world demand for cigarettes, particularly brands containing 
light cigarette tobaccos, is reflected in the growing importance of these kinds 
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of tobacco in world trade. In 1958, at least 80 percent of world tobacco export 
trade consisted of light cigarette leaf—Flue-cured, Light air-cured, and Orienta], 

(c) World trade——World tobacco exports have risen in recent years, but the 
United States is not sharing in the increase. Exports from free-world countries 
(excludes Soviet bloc) totaled about 1,440 million pounds in 1958—about the 
same as in 1957. U.S. exports in 1958 dropped to about 480 million pounds 
(export weight) in 1958 from 501 million the previous year and 510 million in 
1956. For calendar 1958, the U.S. share in the free world trade approximated 33 
percent, compared with 36 percent in 1956 and with 38 percent during 1950-54, 
Larger quantities are being produced for export in the Soviet bloc countries, 
particularly Bulgaria and China, but most of these exports move into other 
deficit-producing countries within the bloc. 


2. U.S. situation 


(a) Prices.—U.S. 1958 crop flue-cured and. burley brought record high prices 
on the auction markets. These increases are likely to affect exports adversely 
to countries where price is a major factor in the purchase pattern. The upward 
trend in U.S. prices, particularly for flue-cured and burley, has made the pur- 
chase by foreign markets of substitutable tobacco grown abroad more and more 
attractive. Price competition is becoming intensified, especially with respect to 
low and medium grades of leaf. 

(b) Supplies —The quantities of U.S. tobacco available for domestic consump- 
tion and export are generally of sufficient size to insure adequate availabilities, 

(c) Quality.—Recent surveys indicate that there has been a quality deteriora- 
tion in U.S. flue-cured tobacco—the principal export type. Several farm prac 
tices have been responsible for increasing the yield per acre and at the same 
time adversely affecting the quality of the leaf produced. Poor texture and 
aroma and general immaturity are among the deficiencies most commonly noted. 
These deficiencies in quality must be corrected, if U.S. flue-cured is to remain, 
as it has always been, one of the most desired cigarette tobaccos in foreign 
markets. 

(ad) Current export situation.—In fiscal 1958, U.S. exports of unmanufactured 
tobacco totaled 473 million pounds (export weight), valued at $343 million, com- 
pared with 501 million pounds, valued at $340 million in fiscal 1957. Current 
estimates place fiscal 1959 exports at about 445 million pounds—continuing the 
downward trend of recent years. 

There are a number of favorable factors, however, working to limit the 
decline in exports for the 1959 fiscal year. These include: (1) Improved gold 
and dollar reserves in Western Europe; (2) increasing cigarette consumption 
abroad with particularly growing demand for cigarettes containing the kinds 
of tobaccos produced in the United States; (3) a larger U.S. crop in 1958, with 
flue-cured up about 100 million pounds from 1957, resulting in increased export 
availabilities from the current crop; (4) a smaller than anticipated 1958 harvest 
in Rhodesia-Nyasaland, the principal competitor in world trade. 

On the other hand, there are offsetting factors. The supply of competitive 
tobaccos grown abroad is substantial and these are available for export at prices 
generally lower than those for similar U.S. tobacco. U.S. prices for 1958-crop 
Flue-cured and burley were at record highs. There is a growing desire on the 
part of tobacco-importing countries, particularly in Western Europe, to direct 
trade toward traditional trading partners through bilateral arrangements of 
various sorts. On balance, these adverse factors probably will cause a moderate 
decline this year from fiscal 1958 exports. 





8. Short-term outlook 


it is likely that U.S. tobacco exports will continue to decline in the years 
immediately ahead. This downward trend is expected to continue, because of: 
(1) Rising production of foreign cigarette leaf, particularly Flue-cured and 
oriental; (2) improvement in the quality of foreign-grown leaf; (3) increasing 
use of bilateral trading arrangements by tobacco-importing countries; (4) eX 
pected continuing increases in the auction prices of U.S. cigarette tobaccos; 
(5) likely continuation of gold and dollar difficulties in some tobacco-importing 
countries; and (6) self-sufficiency policies of a number of importing countries. 

Shipments under title I of Public Law 480 continue to assist in making tobacco 
exports to those countries whose “dollar” resources would not permit their put 
chase of desired quantities of tobacco in the United States. This program 8 
used sparingly, and only in instances which would entail no loss of export sales 
for dollars. Regular commercial sales for dollars in fiscal 1958 accounted for 
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93 percent of total exports. Dollar sales in fiseal years 1956; 1957, and 1958 
were above those of all previous years, reflecting the close observation of 
‘normal marketing” requirements in title I, Public Law 480 programs. 


4. Long-term outlook 
Substantially larger world tobacco consumption, over the longer-term period, 


should result in some improvement on an absolute basis for U.S. tobacco exports. 
But the U.S. share in world trade is expected to be somewhat lower than in 
the short-term period. <A larger proportion of the anticipated gain in world 
tobacco consumption is likely to be supplied from domestic production of tobacco- 
importing countries, and by non-U.S. producing areas, 

An added discouragement of prospective U.S. tobacco exports in the years 
ahead is the recent establishment of the European Common Market. It will 
place imports of unmanufactured tobacco from the United States in a more 
dificult competitive position as soon as the common external tariff becomes 
fully effective in 12 to 15 years. Tobacco grown in Italy, Algeria, and the 
associated territories will enter common market countries on a duty-free basis. 
Tobacco from these areas will be available at a lower price in comparison with 
U.S. leaf than in the past. -Low-priced tobacco grown outside the market area 
also will benefit from the ad valorem nature of the new common external tariff, 
which will be increased gradually and is scheduled to reach 30 percent ad 
yalorem in 12 to 15 years. This tariff will further widen the existing differ- 
ential in landed costs between the United States and other foreign tobaccos, 
as the duty then paid will be larger on the higher priced U.S. leaf than on 
low-priced tobaccos from competing areas. 

§, Plans 

FAS will continue to prepare and publish spot news items, which are of 
interest to U.S. tobacco growers and exporters. It will also publish complete 
summaries of U.S. export trade, international trade, and world tobacco produc- 
tion. Other circulars will be prepared as believed necessary. These will 
include aspects of the foreign situation affecting U.S. tobacco exports, or com- 
petition with U.S. tobacco. These news items and circulars are mailed, upon 
request, to a list which includes practically all of the tobacco exporter, trade 
associations, and others interested in tobacco exports. 

It is planned that tobacco marketing specialists will visit our important 
markets in Europe and Asia. These specialists will check on the progress of 
market development programs, discuss problems relating to Public Law 480, 
and work on other problems relating to the expansion of U.S. tobacco for 
dollars. 

A number of market development projects will be extended and new projects 
will be undertaken in countries where such projects offer an opportunity for 
expanding the consumption of U.S. leaf. Tobacco exhibits will be sponsored at 
trade fairs where such displays offer feasible promotional opportunities. 

Efforts will be made to help export the maximum practicable quantities of 
US. tobacco under Public Law 480 and other trade programs. Circulars will be 
published to summarize activities under these programs. 

To evaluate the competitive position of tobaccos produced in Mexico, Cuba, 
Dominican Republic, and other Carribbean areas, a specialist plans to make an 
on-the-spot study for a period of about 6 to 8 weeks. To evaluate the competi- 
tive position of tobaccos produced in the Federation of Rhodesia and Nyasa- 
land, a specialist plans to make an on-the-spot study for a period of about 6 to 
T weeks. The study of probable impact on U.S. trade of the 30 percent ad 
valorem tariff proposed on unmanufactured tobacco by the EEC (European 
Economie Community) will be continued. This includes analyses by kind and 
trice of tobacco and by country of destination. The study of competitive prices 
and quality, by kind of tobaccos, in world trade, will be continued. 


§. Accomplishments 

(a) Survey of European markets.—In the late summer of 1958 the Tobacco 
Division Director served as consultant and provided technical assistance to 
members of the Tobacco Subcommittee of the House Agriculture Committee 
nan on-the-spot survey of the major markets in Western Europe. The purpose 
of this survey was to assist the committee members in obtaining a firsthand 
knowledge of the problems confronting U.S. tobacco exporters in the important 
Western European market. 
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(6) Dollar-tobacco sales hold up well.—In fiscal 1958, dollar export sales of 
tobacco were the second largest of record, totaling $319 million, and representing 
about 93 percent, by value, of the total exports of unmanufactured tobacco, 
This reflects the careful and considered use of the title I, Public Law 499 
program in negotiating tobacco sales. 

(c) Participation in European Common Market tobacco discussions.—In the 
fall of 1958, a specialist of the FAS Tobacco Division spent 6 weeks in Europe 
as tobacco consultant to the U.S. delegation to GATT meetings held in connec. 
tion with the proposed tariff changes on tobacco in European Common Market 
countries. In his numerous conferences with prominent members of the 
Common Market tobacco industry, he outlined the U.S. position on the proposed 
30 percent ad valorem tariff. As a result, the U.S. position is well-known 
abroad, and prospects appear to be improved for some lowering of the 30 percent 
rate. 

COFFEE 


World situation—World production is increasing much faster than require 
ments, and surpluses continue to mount. The 1958-59 world supply, 84 million 
bags (132.2 pounds), consisting of 59 million production and 25 million carryover, 
is about 38 million bags above this season’s estimated consumption. This seéa- 
son’s production in Brazil, by far the largest producing country and the one 
holding the biggest stocks, will be up some 5 million bags over 1957-58. 

U.S. situation—The United States does not produce coffee but is the world's 
largest consumer and importer. Latin America is still the principal supplier, 
but imports from Africa are becoming increasingly important. Annual imports 
from all sources are close to a 20-million-bag level, but the value of imports have 
been declining because of falling prices. The value of 1958 imports was about 
$1.2 billion. Coffee consumption (green coffee basis) in the United States is 
increasing but not quite as fast as population. Current consumption of green 
eoffee is about 2.8 billion pounds per year. Significant changes in consumer 
habits have occurred in recent years. There has been a tendency to drink weaker 
coffee. A pound of coffee now makes an average of about 60 cups, compared 
with 45 cups in 1950. Use of soluble coffee is increasing. More cups are obtained 
from soluble than from roasted. 

Short-term outlook.—World coffee production will likely continue to increase 
faster than any foreseeable gain in requirements. Falling coffee prices and the 
prospects for even lower prices will continue to have serious economic and 
political impacts on coffee countries, especially in Latin America. The present 
Latin American Coffee Agreement, providing for retention quotas for the 15 
signatory countries, appears to have served some usefulness as a temporary 
expedient for the coffee countries. It may have prevented as sharp a drop in 
prices as otherwise would have occurred. But it is very questionable as to 
whether this type of agreement is the answer to the coffee problem. 

Long-term outlook.—Coffee-producing countries are discussing and have taken 
very limited steps aimed at diversifying their economies so as to minimize the 
dependence for exchange earnings to such a large degree on coffee. Any progress 
in this area would tend to alleviate the acuteness of the coffee problem. Also, 
various types of international coffee agreements are being discussed in efforts to 
stabilize prices and bring coffee production and requirements more nearly in 
balance. Taking all factors into account, it appears likely that supplies will 
exceed requirements for many years. 

Plans.—In addition to the present regular lines of activity, it is planned to 
broaden and expand coffee reporting. Considerable emphasis in coming months 
will be placed on acquiring more detailed trade data, as well as additional infor- 
mation regarding the production and consumption of soluble coffee. 

Accomplishments.—Since July 1958 representatives of the Foreign Agricul- 
tural Service have attended so-called study group meetings as observers. In 
these meetings, representatives of coffee-producing countries consider programs 
aimed at price stabilization and bringing production and requirements more 
nearly in balance. The Latin American Coffee Agreement referred to above was 
developed during these meetings and the exportable production estimates of the 
Foreign Agricultural Service are being used in setting retention quotas under 
thig agreement. The increasing interest in and use of coffee statistics is placing 
additional demands for the type of factual and interpretive statistical data pre 
pared and disseminated in regularly scheduled and voluntary reports. 
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SUGAR 


World situation—Continuing the upward trend generally evident since 1945, 
world production of centrifugal sugar in 1958-59 is expected to set a new high 
record of 52.2 million short tons, raw value. Annual production of noncentrif- 
ugal sugar, however, has changed relatively little in recent years and will re- 
main at about 7.7 million tons. 

With world population increasing at a slower rate than sugar production, 
world per capita consumption of all sugar has increased from about 34 pounds 
in 1950 to about 42 pounds in 1958. World production of sugar must now in- 
crease about 1 million tons per year just to keep pace with population growth. 

Progress by underdeveloped countries in industrial development and economic 
growth generally has been accompanied by rising per capita consumption of 
processed products including sugar. Continued construction and expansion of 
sugar mills and refineries was noted in 1958, as various countries strove to de- 
velop export income or lessen dependence upon food imports. 

Incomplete data indicate that total world stocks of sugar at the beginning of 
the 1958 crop grinding season were in a reasonable balanced position not greatly 
different than a year earlier. Prospective sugar supplies to become available 
from the current sugarmaking season, however, are significantly larger than cor- 
responding prospects a year earlier. 

U.S. situation.—The 1959 total requirement for new supplies of sugar from all 
sources, foreign and domestic, for marketing in the continental United States was 
announced by the Secretary on December 29, 1958, at 9,200,000 short tons, raw 
value. In arriving at this determination, consideration was given, among other 
things, to the needs of a growing population with a relatively constant per capita 
consumption. 

Barring unexpected major developments that might alter supply prospects 
substantially or spark demand beyond normal consumption requirements, sup- 
plies of Sugar should be ample to meet U.S. needs, 

Short-term outlook.—With these assumptions, prices for sugar in the United 
States in 1959 probably will remain relatively stable as usual. Assuming world 
peace, the operation of the U.S. Sugar Act probably will continue to be successful 
in maintaining the proportionate shares in the U.S. sugar market now enjoyed 
by the United States and other producers, except for the Philippine share which 
has been placed on an absolute rather than on a percentage basis. U.S. main- 
land producers are supplying about 28 percent and Cuban producers about 33 
percent of the market for sugar in the United States, 

Political conditions in Cuba as of late January 1959 give hope that Cuba 
may be able to achieve that country’s self-imposed 1959 production limit of 
5,800,000 Spanish long tons, despite the late start. The eurrent weakness in 
world prices for sugar reflects the composite opinion of the trade that prospec- 
tive supplies are ample. Provided peace continues and Cuba makes her crop, 
world prices for sugar are not expected to strengthen greatly during 1959. In 
that event, prices for sugar in the United States probably will maintain more 
than their usual margin above the world market. 

The International Sugar Agreement which expired in 1958 has now been re- 
jlaced by a new and somewhat strengthened agreement effective January 1, 
69. The Foreign Agricultural Service assisted in the appraisal of the opera- 
lon and effects of the former agreement, and in the development of the back- 
sound for the U.S. position during the negotiation of the new agreement. 
Under the agreement participating countries seek to achieve less uncertainty 
itd more stability in prices and international movements of sugar not already 
‘ontrolled by special trade-group arrangements. 

Long-term outlook.—World production of sugar will increase as more coun- 
Tries meet local needs or add income from exports of sugar. Nearly all coun- 
les are working toward agricultural self-sufficiency, sometimes without much 
‘gard for their cost of production. The shift toward refined in preference to 
le-refined and noncentrifugal sugar will continue. Per capita consumption 
“ sigar is rising, especially in countries currently having low consumption. 
*oblem situations no doubt will arise in certain countries and in certain years, 
‘unusual conditions occur in weather or in economic expansion programs. In 
steral, however, growth in production is expected to keep pace with growth 
effective demand. 

Plans.—In addition to continuing the established series of reports, this Branch 
Hans to broaden and improve its coverage by issuing in 1959 a new report on 
‘op-year carryover stocks of sugar in principal exporting countries. 
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Accomplishments.—To record the rapid developments of this nature, the 
Branch issued in 1958 a circular describing new construction and expansion of 
sugar mills and refineries throughout the world. Another circular met other. 
wise unfilled needs of U.S. honey producers by summarizing production and 
trade for honey in important foreign countries. These were in addition, of 
course, to our regular sugar production and export-import reports by countries 
around the world. 

CACAO 


World situation.—Both production and consumption of cocoa decreased during 
1958. It has been characteristic of the cocoa market that all cocoa available 
for export moves into world trade. Reflecting smaller supplies in 1958, prices 
increased. The 1958 wholesale prices reached their highest point at midyear 
(50.2 cents per pound for New York Spot Accra cocoa). This represented an 
increase of almost 65 percent over the average of 30.6 cents for 1957. Manufac. 
turers throughout the world during 1958S reduced their stocks of beans and semi- 
processed cocoa products to prevent even more increases in prices. World stocks 
at the end of 1958 were at the lowest level at any time since the immediate postwar 
years. 

The 1957-58 production of cocoa beans amounted to approximately 1.75 billion 
pounds. Prolonged rains in the large producing countries of Ghana, Nigeria, 
and the Ivory Coast reduced these crops considerably. 

World consumption of cocoa declined during 1958. Imports were less in 1958 
than the previous year for all the major consuming countries. 

U.S. situation.—The 1958 utilization of cocoa beans in the United States was 
about 11 percent below 1957. The cocoa bean grind in each quarter of 1958 
was less than in the similar period of 1957. 

Imports of cocoa beans into the United States did not keep pace with grindings; 
therefore, stocks were drawn on and decreased. The United States consumes 
approximately 30 percent of the world’s cocoa, and imports all of its requirements. 

Short-term outlook.—Cocoa production for the 1958-59 year will probably be 
slightly above consumption during 1959. Therefore, the stock position at the 
end of 1959 will probably be somewhat better than at the beginning of the year. 
World consumption is expected to increase during the last half of 1959, as a result 
of lower prices due to a somewhat larger 1958—59 crop. 

Long-term outlook.—Although there is a considerable potential for expansion 
of world cocoa production, there has been little increase in the past 10 years. 
Increases in population and improvement in economic conditions could increase 
demand for cocoa substantially above the present rate of growth in production. 
Some manufacturers have expressed the opinion that the world could use 1.5 mil- 
lion tons of cocoa (an increase of about 65 percent) in another 10 years. While 
there are various research and assistance programs directed toward increasing 
production, there is little indication that world output over the next 10 years 
will increase this much. 

Plans.—The world cocoa bean supply and demand situation will be analyzed 
on a continuing basis, and information in this regard will be disseminated as feas- 
ible. Work and cooperation with international agencies on various aspects of 
cocoa will be continued. 

Accomplishments.—Participation in FAO Cocoa Study Group activities was 
continued. In addition to regularly scheduled circulars on world production and 
trade, a circular was published in mid-1958 on “World Cocoa Developments and 
Outlook.” 

VEGETABLE FIBERS (EXCEPT COTTON ) 


World situation.—Supplies of most of these fibers remained about the same in 
1958 as in 1957, except that sisal and jute increased and abaca decreased. Little 
change was reported in year-end stocks. Demand for most fibers kept about evel 
with production. Prices weakened slightly in 1958, the most pronounced drop be 
ing in abaca. Henequen prices reached the lowest level of the postwar period. 
Jute prices changed little in 1958. 

Production in millions of pounds for 1958 (early estimates) and 1957, tT 
spectively, were: Sisal, 1,134 and 1,123; abaca, 226 and 281; henequen, 273 and 
9373: and jute, 4,432 and 4,245. Exportation of flax fiber from Russia is @ dis- 
turbing element in the European flax producing industry, causing reduced act 
ages in most countries. No significant change has been reported in the output 
of other fibers. 
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U.S. situation.—The United States depends on imports for its entire supply of 
cordage fibers and jute, and for the major supply of other vegetable fibers except 
cotton. Annual imports of these fibers and their manufactures average $250 
nillion. Complete trade data for 1958 are not available. The following data 
cover 1957. The 1957 imports included 60,000 tons of raw jute valued at $15 mil- 
lion, principally from Pakistan, and large quantities of burlap and bags, princi- 
pally from India. Imports of abaca, sisal, and henequen were 168,000 tons valued 
at $36 million, compared with 1956 imports of 170,00 tons at $34 million. Imports 
of sisal decreased from Brazil, Indonesia, British East Africa, and Mozambique, 
put increased from Haiti, the other principal source. Total imports of sisal de- 
dined 10,000 tons. An increase of 4,000 tons in henequen was due to unre- 
stricted exports from Mexico, the chief source. No henequen was exported from 
Mexico in the first half of 1956. Abaca is imported principally from the Philip- 
pines, but quantities increased from all sources to total 5,000 tons more than 
in 1956. 

Short-term outlook.—The United States is expected to be able to obtain suffi- 
cent supplies of these fibers, as well as of Indian burlap and Mexican twines. 
Decreasing world supply of abaca may result in more use of alternate fibers rather 
than a sharp increase in abaca prices. Sisal is in plentiful supply, and henequen 
isexpected to be sufficient for demand. The 1958 jute crop was larger than in 
1957 and of better quality. Little change is expected in 1959. Adequate quan- 
tities of other fibers will be available. 

Long-term outlook.—Hard fibers are produced from perennial plants and pro- 
duction is relatively stable. The outlook for sisal is a plentiful supply at reason- 
able prices. It is still being harvested from the peak planting period, and produc- 
tion is expected to continue at or near the current high level. 

Jute and jute manufactures are expected to continue in adequate supply. 
Means of handling commodities other than in protective coverings of jute seem 
to be progressing faster than the development of new uses for jute, but a trend 
of slight annual increase continues in the demand for jute goods. 

The Philippines is the chief source of abaca, and production there, despite 
difficulties, is expected to be sufficient for demand. Indonesia is practically out 
ofa supply position for abaca, and the sisal output is decreasing. Demand for 
abaca is weakening with larger supplies of sisal at a price much lower than for 
abaca. 

Sufficient quantities of other fibers will be available. 

Plans.—Publication and dissemination of information on world production of 
the principal vegetable fibers except cotton and pertinent trade, price, and develop- 
nent information will be continued. Additional publications will be: (1) a 
magazine article on all imported vegetable fibers except cotton; (2) a circular 
om competition with kenaf and jute on the world market, and (3) a statistical 
study on quantities and values of imports of vegetable fibers in the postwar 
period. 

Accomplishments.—In addition to fulfilling the plans of work on world pro- 
duction and marketing and U.S. supplies of vegetable fibers, the following were 
accomplished: (1) A research report of a study on competition with kenaf on 
the world market; (2) publication of a 23-year historical study of quantity 
ind value data of U.S. imports of 19 vegetable fibers and their origin. 


TEA 


World situation—The 1958 world production of tea, excluding Russia and 
Yommunist China, approximated 1,610 million pounds, or 3 percent above the 
1957 production of 1,566 million pounds. An upward trend in output will probably 
jntinue unless teagrowing countries voluntarily control production. Efforts in 
8 to renew the international tea agreement, which expired in 1955, were not 
suecessful. 

India and Ceylon continued as the largest tea producers, accounting for about 
') percent of the world’s total in 1958. African production during 1958 is esti- 
lated at 86 million pounds, compared with 80 million pounds during 1957. With 
lew trees being planted, and trees planted after the last war entering into full 
itoduction, a combined output of 100 million pounds from Africa within the next 
‘Ww years is probable. 

U.S. situation —The United States imports all of its tea, and is the world’s 
“cond largest importer, annually importing slightly over 100 million pounds. 

Civilian per capita consumption in the United States during 1957 was 0.61 
bunds, the same as during 1956. During 1954 consumption increased to 0.69 
bonds per capita, mostly because of the higher coffee prices at that time. 
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Availability of larger quantities of coffee, lower prices, and increased use of 
soluble coffee are expected to result in the U.S. annual per capita consumption 
of tea remaining at about 0.60 pounds for some time. 

Outlook.—With more tea available, quality teas will continue to bring higher 
returns and emphasis will be placed on quality production. Per capita consump- 
tion of tea in the United States, Canada, and Europe, is not expected to rise in 
the face of increasing supplies of coffee from Africa and Latin America. Efforts 
to renew the international tea agreement will continue, since production is in- 
creasing in all countries. If not successful, production controls, such as curtail- 
ment of the plucking season, may be employed by the larger producing countries, 

Plans.—The collection and dissemination of world statistics on tea will be 
continued and expanded where practical and feasible. 

Accomplishments.—During 1958 all regularly scheduled reports Were com- 
pleted and additional information supplied as requested. In addition an article 
on the world tea situation was written and published in “Foreign Agriculture.” 


PEPPER AND OTHER SPICES 
Pepper 

World situation—wWorld pepper production during 1958 is estimated at 164 
million pounds, practically unchanged from 1957. India, Indonesia, and Sarawak 
are the primary sources for the world’s supply of pepper, producing an estimated 
80 percent of the world total in 1958. While India is the largest producer, in- 
ternal consumption is high, and Indonesia ranks as the largest exporter. 

U.S. situation—wU.S. imports of black and white pepper during the first 10 
months of 1958 were 31.8 million pounds, about 2 million pounds ahead of the 
similar period during 1957. Indonesia, India, and Malaya are the chief U.S. 
suppliers. Pepper has been characterized by wide and violent price fluctuations. 
From a peak of $2.65 per pound in August of 1950, New York wholesale prices 
have declined each year since then, and during the first 11 months of 1958 aver- 
aged 26.1 cents per pound. 

Outlook.—Production of pepper during the next few years will probably re 
main at about the present level. Plantings since World War II in Indonesia 
and Sarawak, plus Indian production, will provide an adequate supply if re 
turns to growers are profitable. There are several factors tending to prevent 
significant increases in production. such as, low prices, diseases, and the avail- 
ability of a wider range of spices which may be substituted. 

Pians.—The collection and dissemination of world statistics on pepper will be 
continued where practical and feasible. 

Accomplishments.—During 1958 all regularly scheduled reports were completed 
and additional information supplied as requested. Too, an article outlining the 
attempts to grow pepper in the Western Hemisphere was written and published 
in m‘d-1958 in Foreign Agriculture. 

Other spices 


Situation and outlook.—Other than black pepper, the most important spices 
are cinnamon, paprika, garlic, chili powder, nutmeg, cloves, red pepper, oregano, 
and parsley flakes. 

At the close of the war U.S. imports of these spices were in such limited quan- 
tities that the Bureau of the Census listed them under a single category. Today 
they have earned a listing of their own, and the quantity imported continues to 
increase each year. 

Since the mid-1930’s there has been a constant increase in the use of spices 
and a return to seasoned foods. Today we are using roughly 160 million pounds 
of spices compared with 100 million pounds in the early 1930’s and 118 million 
pounds in 1947. 

Indonesia and Granada are the principal suppliers of nutmee and mace to the 
United States. With the internal problems that Indonesia now faces, there may 
be a reduction in the quantity available for export. 

Information concerning spices which would be of interest to the trade have 
been published in Foreign Crops and Market and otherwise disseminated as 


it becomes available. 
Mr. Mirrer. We would like to thank you for the treatment accorded 


us and if anything else comes to your mind, we will be glad to supply 
any information at any time. 


Mr. Wuirren. Thank you, Mr. Secretary. 
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Mr. Mitier. I am happy to hear you say that we have mutual 
interests. 

Mr. Wuirren. You have heard us use the term “investigations.” 
These are more properly inspections, and I think the record should 
show that in that inspection work we have had your full cooperation. 

Mr. Horan. And I think that we are infinitely better off than we 
were 10 years ago on this foreign agricultural question, and you gen- 
tlemen are doing a good job. 


INVESTIGATION REPORT ON PUBLIC LAW 480 ACTIVITIES 


Mr. Wurirren. As mentioned earlier, we will insert the investiga- 
tion reports relative to Public Law 480 activities at this point in the 
record. 

(The reports are as follows :) 


ACTIVITIES UNDER PUBLIC LAW 480 PROGRAMS, U.S. 
DEPARTMENT OF AGRICULTURE 


A Reporr To THE ComMMITTEE ON ApprRopRIATIONS, U.S. House or 
REPRESENTATIVES, SURVEYS AND INVESTIGATIONS STarr, FEBRUARY 
1959 

SUMMARY AND TABLE OF CONTENTS 
I. INTRODUCTION 
A. DIRECTIVE 


By directive dated May 29, 1958, the committee instructed the staff to conduct 
a followup of its 1957 study concerning the Public Law 480 programs, including 
information on amounts of agreements entered into and shipments made. 


B. PROGRAMS FOR DISPOSAL OF SURPLUS AGRICULTURAL COMMODITIES UNDER PUBLIC 
LAW 480 


Public Law 480 contains three titles which provide for disposal of surplus 
agricultural commodities: Title I, sales for foreign currency; title II, famine 
relief and other assistance abroad; and title III, donations to nonprofit organ- 
izations for use in the United States and abroad, and barter for needed foreign- 
produced materials. 

II. Titte I, Pusiic Law 480 


A. STATUS OF SALES AGREEMENTS 


1, Sales agreements under title I as of December 31, 1958 

A total of 142 agreements or supplements thereto, have been signed with 37 
foreign countries involving a CCC cost (including ocean transportation) of 
approximately $4,647 million. A list of agreements is set forth. 
2. Quantities of commodities covered by sales agreements under title I 

A schedule is set forth showing the approximate quantity of commodities 
covered by agreements with participating countries. 
5. Value of commodities covered by sales agreements under title I 


A schedule is set forth by country showing the market value of commodities 
covered by agreements. The market value including ocean transportation of 
$368.5 million, is $3,328.7 million. 


4. CCC cost of commodities programed under title I by country 


A schedule is set forth showing for each country the estimated CCC cost of 
commodities covered by agreements. The estimated CCC cost, excluding ocean 
transportation, is $4,278.9 million. 


33913—59—pt. 3——20 
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5. Stage of completion of the title I program 


A summary has been prepared showing the status of title I sales in relation 
to the total authorized ($6,250 million) and the estimated remaining balance 
available for sales agreements ($1,693 million). 


6. Computation of appropriation requests 


A summary has been prepared showing the computation of the 1959 supple 
mental appropriation request of $1,033.5 million for fiscal year 1958 activity and 
the estimated 1960 appropriation request of $968 million for fiscal year 1959 
activity. 

B. SHIPMENTS OF COMMODITIES UNDER TITLE I 


1. Operating procedures 


Most title I sales agreements are planned as 1-year programs; however, the 
agreements normally do not specify the time period within which shipments are 
to be made. The movement of commodities is begun by the importing country 
requesting the FAS to issue a purchase authorization. The issuance of the 
purchase authorization and acceptance by the importing country constitute an 
agreement for the United States to finance the sale of surplus agricultural con- 
modities. The sales agreements currently provide that purchase authorizations 
must be issued within 90 days from the date of the agreement. 


2. Status of shipments under title 1 
A schedule is set forth showing the commodities programed and shipments 


made as of December 31, 1958. The total export market value of commodities 
under title 1 agreements is $2,960 million. Shipments as of December 31, 1958, 
were about $2,418 million or 82 percent of the programed amount. In consider- 
ing the $542 million unshipped balance, it is noted that agreements of $420 million 
were concluded during the last 6 months. Information is set out concerning those 
countries and commodities where substantial balances have not been shipped. 
8. Inquiry into extension of delivery dates under title 1 

Inquiry was made into the extension of delivery dates under purchase author- 
izations. Of 600 purchase authorizations issued against sales agreements made 
since the inception of the program, one-third had final delivery dates extended 
one or more times, and approximately 12 percent had been extended 6 months or 
more. Specific inquiry was made regarding a representative number of pur- 
chase authorizations extended more than 6 months and typical examples of the 
reasons for extensions are set out. 

FAS advised that it is the Department’s policy to be aggressive in terms of final 
delivery dates specified in purchase authorizations in order to expedite the ship- 
ment of commodities. Although this results in a considerable volume of exten- 
sions it is believed to serve the primary objective of expediting shipments. 


4. Substitution of commodities under title 1 


Examination of purchase authorizations revealed many instances of cancel- 
lations and transfer of funds to other commodities. FAS advised that in those 
cases where an importing country cannot move a particular commodity, it is to 
the advantage of the United States to accept substitution of another commodity 
rather than to have the agreement only partly implemented. 


III. Tirte II, Pusrtic Law 480 


Surplus agricultural commodities are donated to friendly nations for famine 
or other urgent or extraordinary relief requirements, and to needy populations. 
Of $800 million authorized for this program, the remaining balance available is 
$319 million. Schedules showing CCC cost and quantities of commodities au- 
thorized for each country under this program are set forth. 


IV. Tirte III, Pustic Law 480 


Title III surplus disposal programs include domestic donations, foreign dona- 
tions through voluntary relief organizations, and barter. 
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A. SECTION 302. DOMESTIC DONATIONS 


Donations are made from CCC stocks of surplus agricultural commodities for 
use of Bureau of Indian Affairs, nonprofit school-lunch programs, assistance of 
needy persons and charitable institutions. Commodities costing $353.9 million 
have been distributed under section 302 from July 1, 1954, through December 31, 
1958. 

B. SECTION 302. FOREIGN DONATIONS 


Donations are made for distribution abroad of surplus foods in CCC stocks to 
nonprofit voluntary agencies registered with and approved by the Advisory 
Committee on Voluntary Foreign Aid of International Cooperation Administra- 
tion. A total of 6,180 million pounds of food having an estimated CCC cost of 
$1,114.6 million has been distributed. 


C. SECTION 303. BARTER 


Barter transactions are effected through contracts between CCC and private 
U.S. business firms under which the contracting firms use commercial trade 
channels. Surplus agricultural commodities are exchanged for strategie ma- 
terials for stockpiling and supply materials for U.S. Government agencies. Sur- 
plus agricultural commodities having an export market value of $967.6 million 
or a CCC cost of $1,459 million have been exported in exchange for materials. 


V¥. DisposITion OF TiTLE I CoMMOoODITIES BY FOREIGN GOVERNMENT AGENCIES 


In January 1954 all rights of Spanish mills to import were eliminated and the 
national cotton center took control over imports. The price of cotton to the 
mills ranges from 50 to 70 percent above the price paid by the cotton center. 
The Spanish Government representative was advised that the United States 
would like to see a substantial reduction in the price of cotton to the mills 
enabling them to obtain a larger quantity of cotton for the same amount of 
foreign currency. 

The Department is currently conducting a survey of the role played by gov- 
ernment agencies of other countries in the procurement of title I commodities. 


VI. PERTINENT SECTIONS OF 1957 Stupy or PL480 Not CovEeREpD 
BY FoLttow-UPp Stupy 


LOCAL CURRENCIES GENERATED BY TITLE I, SALES AGREEMENTS AND USE 
OF CURRENCIES 


A. FINANCIAL ARRANGEMENTS FOR TITLE I, PUBLIC LAW 480, TRANSACTIONS 


CCC issues letters of commitment to U.S. banks in amounts requested by im- 
porting countries. CCC reimburses the U.S. banks for payments made under 
letters of credit to private U.S. exporters. The foreign commercial importer pays 
for the surplus commodities in foreign currencies by making deposits to the 
account of the United States in foreign banks. To the extent CCC is not other- 
wise reimbursed by Government agencies utilizing foreign currencies accruing 
under title I transactions, CCC is reimbursed through appropriations for com- 
modities disposed of and costs incurred. 


B. PLANNED USES OF FOREIGN CURRENCIES GENERATED BY SALES 
AGREEMENTS UNDER TITLEI 


Foreign currencies generated by title I sales agreements are being planned 
for a number of uses as required by section 104 of Public Law 480. Responsi- 
bility for developing specific programs in the foreign countries has been desig- 
nated by Executive order to various agencies. A schedule is set forth in this 
report which shows the different planned uses of foreign currencies to be gen- 
erated under the agreements signed as of December 31, 1957. 


C. STATUS OF LOCAL CURRENCIES ACCOUNTS 


A schedule is set forth showing by country the foreign currency collections 
under Public Law 480 agreements, funds transferred for agency use, funds used 
by agencies, and balances on hand as of September 30, 1957. Schedules have 
been prepared which show the amount of funds spent for specific programs and 
the amount of funds spent by each of the Government agencies. 
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D. SPECIFIC PROJECT USE OF FUNDS GENERATED THROUGH TITLE I SALES 


Specific programs and project use of currency were late in getting started, 
and agencies are just now beginning to show some results in terms of projects 
supported by Public Law 480 funds. 


1. Section 104(a), Public Law 480—Agricultural market development 

USDA has put in operation 163 projects in 28 countries involving expenditure 
of $9.1 million. Some projects are handled directly by USDA while others are 
handled through cooperation of private groups. 


2. Section 104(b)—Purchase of strategic materials 

Circumstances have not been favorable for the Office of Defense Mobilization 
to use these funds for such purchases and none are planned. Funds are available 
generally in countries which are in poor economic condition and they are 
unwilling to sell materials for local currency when they can sell the materials 
for hard currency. 


3. Section 104(c)—Military procurement 
Approximately $66.18 million of funds is being used directly by the Department 
of Defense (DOD) for projects such as airfields, docks, and oil lines; funds 


totaling $183.3 million are being reallocated to ICA to provide defense support 
to foreign governments. 


4. Section 104(d)—Purchase of goods for other countries 


ICA has developed plans for using $29.6 million of local currencies in this 
category. For examples, purchases of fertilizer and steel rails for Spain, paper 
for Korea, and ships for five eastern countries are planned. 


5. Section 104(e)—Grants for multilateral trade and economic development 


Under this section, $7.5 million has been used by the ICA in Greece to assist 
in repairing earthquake damage. 
6. Section 104(e)—Loans to private enterprise 

Public Law 128, 85th Congress (the Cooley amendment) approved in August 
1957 provided that up to 25 percent of funds generated under each title I agree- 
ment shall be made available to the Export-Import Bank of Washington for this 
purpose. Since August 1957, $35.7 million has been designated by recent agree- 
ments for this purpose. An official of the Export-Import Bank of Washington 
advised that no loans under this section have been made to date although 
considerable interest is being shown by a large number of persons. 


n 


7. Section 104(f)—Payment of U.S. obligations 

A portion of the local currencies has been designated to DOD to finance con- 
struction of military housing. Provision is made for repayment to CCC from 
funds available to DOD for quarters allowances, Through December 31, 1957, 
$106.1 million had been designated for this purpose, $72.9 million of this amount 
had been allocated to construct 5,600 housing units; 2,300 of these units are 
completed. 
8. Section 104(g)—Loans for trade and economic development 

Loan agreements have been negotiated by ICA with 20 foreign countries for 
$796.7 million of local currencies. Loan projects involving expenditures of ap- 
proximately $463 million had been approved as of December 31, 1957. Some of 
the projects include relending to private enterprises. 
9. Section 104(h)—International educational exchange 

As of December 31, 1957, the Department of State had completed 13 agreements 
providing for the use of $7.48 million in local currencies in support of education 
exchange activities involving professors, teachers, students, and specialists. 
10. Section 104(i)—Translation and publication 


Approximately $3.3 million in funds is being used by the U.S. Information 
Agency (USIA) in the translation, publication, and distribution at reduced prices 
of American textbooks for use in foreign schools. 


11. Section 104(j)—Information and education 


As of December 31, 1957, $12.5 million in funds to be generated through Public 
Law 480 sales has been designated for this purpose. Approximately half of this 
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amount is available to USIA to aid binational centers in foreign countries. The 
balance of funds to be made available under this section is to be handled by the 
International Education Exchange Service (IES) to aid American-sponsored 
schools in foreign countries. 


USE OF AGRICULTURAL PRODUCTS UNDER THB MUTUAL SECURITY PROGRAM 


A. LEGISLATIVE BACKGROUND 


B. RELATIONSHIP OF ICA, DEPARTMENTS OF AGRICULTURE, DEFENSE, AND STATE IN 
ARRANGING SHIPMENTS UNDER SECTIONS 550 AND 402 OF THE MUTUAL SECURITY 
ACTS 


1. International Cooperation Administration 

ICA has direct responsibility for administering the Mutual Security Act and 
is required by law to use a minimum amount of surplus agricultural products in 
its program. Sales are negotiated with foreign countries and purchase authori- 
zations are issued to private traders who export the surplus commodities. 
$. Department of Agriculture 

USDA notifies ICA of the commodities which have been declared surplus and 
ICA is required by law to use only such commodities. 
$. Department of Defense 

DOD keeps ICA advised of their anticipated military requirements for surplus 
agricultural commodities in foreign countries where DOD has military programs. 
DOD also advises ICA of the estimated local currency requirements it will need 
in certain countries to meet the military budget support and local purchases. 
4. Department of State 

The U.S. Ambassadors in foreign countries review ICA surplus commodity 
negotiations for policy matters consistent with Department of State policy per- 
taining to a particular foreign country. 
5. Sales under section 402 of the Mutual Security Act 


ICA has found it increasingly difficult to continue surplus agricultural sales 
abroad due to a shift of mutual security programs from the traditional markets 
for agricultural products to the underdeveloped areas whose economies are pre- 
dominantly agriculture. Two schedules are set forth in this report showing by 
country the quantities and market value of surplus agricultural commodities pro- 
gramed under the Mutual Security Acts beginning with the fiscal year 1954 
through December 31, 1957. Another schedule shows the quantities, CCC cost 
value, and sale price of commodities acquired directly by ICA from CCC for 
éxport under the mutual security programs. 


I. INTRODUCTION 
A. DIRECTIVE 


The Committee on Appropriations by a directive dated May 29, 
1958, instructed this staff to conduct a followup of its 1957 study con- 
cerning the Public Law 480 programs, including information on 
amounts of agreements entered into and shipments made. 


B. PROGRAMS FOR DISPOSAL OF SURPLUS AGRICULTURAL COMMODITIES UNDER 
PUBLIC LAW 480 


The overall responsibility for the administration of the Agricul- 
tural Trade and Assistance Act of 1954, Public Law 480 (83d Cong.) 
is delegated to the U.S. Department of Agriculture (USDA). Pub- 
lic Law 480, as amended, contains three titles which provide for dis- 
posal of surplus agricultural commodities: 


Title I. Sales for Foreign Currency (agreements with friendly nations to pro- 
vide for sale of U.S. surplus agricultural commodities for foreign currencies). 
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Title II. Famine Relief and Other Assistance (donations of U.S. surplus agri- 
cultural commodities abroad to meet famine or other urgent or extraordinary 
relief requirements and to friendly but needy populations without regard to 
friendliness of their government). 

Section 302 (foreign donations of food commodities to nonprofit voluntary 
agencies for use of needy persons outside the United States). 

Section 303 (barter of agricultural commodities for needed foreign-produced 
materials). 

Title III. General Provisions: 

Section 302 (domestic donations of food commodities to nonprofit agencies 
for use in the United States). 

Title I, as amended, authorizes the sale of surplus agricultural com- 
modities beginning July 10, 1954, until December 31, 1959, to the ex- 
tent that it would require appropriations not to exceed $6.25 billion 
to reimburse the Commodity Credit Corporation (CCC) for its losses 
on the commodities disposed of or for its cost of disposal. The pri- 
mary responsibility for sales under title I is with the Secretary of 
Agriculture. 

Title II, as amended, provides that up to $800 million worth of sur- 
plus agricultural commodities held by the CCC may be used during 
the period July 10, 1954, until December 31, 1959, to provide assistance 
to friendly peoples in meeting famine or other urgent relief require- 
ments. This part of the act does not generate foreign currencies for 
U.S. use. The Director of the International Cooperation Admin- 
istration (ICA) is vested with responsibility for the programs under 
title IT. 

Title III programs of domestic and foreign donations and the bar- 
ter program are not limited in amounts by legislation. Responsibil- 
ity for carrying out these programs rests with the Secretary of Agni- 
culture. 

II. Trriz I, Pusric Law 480 


A. STATUS OF SALES AGREEMENTS 


1. Sales agreements under title I as of December 31, 1958 


Transactions under title I, Public Law 480, are made pursuant to 
agreements between foreign importing countries and the United States 
which provide for the purchase of U.S. surplus agricultural products, 
payment beng made in foreign currency. Agreements are entered 
into through diplomatic channels on a government-to-government 
basis, 

A total of 142 agreements, or supplements to agreements, involving 
a CCC cost, including ocean transportation (OT), of approximately 
$4,647 million, have been entered into with 37 countries from the in- 
ception of the program through December 31, 1958. Thirty-five 
agreements involving an estimated CCC cost of approximately $1,380 
million were entered into during calendar year 1958. A list of the 
agreements and supplements follows: 
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Agreements signed from beginning of program through Dec. 31, 1958 (as modified by 
purchase authorization transactions) 


{In thousands] 


LE —  ———————— 
_—_—_ 


Country 


1, Turkey 
2, Yugoslavia es 
re Ds ek ae alae ihinats wi eaten 
4, Chile_-. = 
5. Peru ae 
© ET. cat ane 
7. Argentina. --_---- 
3. Turkey (amend) 
9, Israel 
10. Finland 
11. Yugoslavia (amend) 
12. Italy... —- 
13, Japan... 

14, Korea. 

15. United Kingdom 
16. Austria 

7. Israel 
8 


ymend) - a 


iland 








ES EC | ES eee eee | ae 
25. Yugoslavia (amend)-_....---- pueesane 
Pe RON Do co caccknacbicn weeeGane 
a ae KOREN). Ui. eccksnwnsnsocpensan 
28. Israel__. <d Bc Gumaewuae ee 
29. Brazil Ee eT ee 
%. United Arab Republic................-- 
a 2 eS eae 
$2. Argentina......-- . sini Metetaen 
I aa i oe wicca 
a ONG HONG)... dkanecewacceneswonew 
35. Yugoslavia (amend).................--- 
OC OO ) ee nee oer 
37. Israel (amend) _........---- Lois snap soso AR oie 
i ao it ee aaaae 
39. Burma. a Ride e oinccchaeraea 
40. United Arab Republic (amend) ---.-.--- 
41, Israel (amend wile Se caw cea s 
42, United Arab Republic (amend) --..---- 
43. G ce (amend euueade 
44. Tra ae . ti ieee 
a gcse 
SR AOINOINNI oo Bee 
47. Sp se 
48. Turkey Siti: cin meri dnsnsneneealie anes 
49. Korea (as amended Jan. 7, 1957)__-.---. 
0. Chil 
51. Spanish-Swiss CG) ss ccuccacmeban 
2. Finland NES oo 8 8 
8. Finland (amend Z aaa aces 
4, Paraguay pie icendantageae 
reru : = a a el 
Be ROY AGRON) |. 2. Sauiucoececcessiaaus 
7. Portugal a ihttieceakaweewwwdern 
58. Japan (effective M Ve 
59. United Kingdom 
60. Italy (amend)... 
61. Netherlands 
62. Pakistan __. g 
63. Greece 
64. China (Taiwan) 


5. India (3-year program) (amended Feb. 1 


66. Pakistan (amend). 
47. Israel 

68. Spain (amend) -.- 
69. Spain (amend) ___-. 


70, Spain ----- 
71. Finland (amend). __- 


72. Italy... ; 
3 Yugoslavia 
74. France... 
. Turkey__. 


See footnotes at end of table. 




















Market 
value, Ocean 
Date signed | excluding | transpor- 
ocean tation 
transpor- 
tation 
pasta ema Nov. 15, 1954 $17, 330 $4, 759 
w-ccee--| Jan. 5, 1955 37, 984 6, 215 
bisa tar Jan. 18,1955 28, 156 1, 244 
came Jan. 27,1955 4, 559 396 
estiece Feb. 7, 1955 2, 944 305 
Rao Apr. 20,1955 19, 193 1,170 
bccthivael Apr. 25, 1955 5, 670 128 
ia. epee Apr. 28, 1955 4,143 333 
ae Apr. 29, 1955 7, 890 831 
qsteciel May 6,1955 5, 088 84 
Sosa .-| May 12,1955 | 6, 523 1, 308 
mein | May 23, 1955 | 48, 357 | 1, 680 
5 eccun) Sy Si, 1966 78, 109 6, 891 
ot ae dae do 14, 015 | 985 
eee ae June 7, 1955 | 15, 000 205 
e _.| June 14, 1955 5, 487 572 
‘oa aia tlt June 15, 1955 3, 573 687 
Pc dnias June 21,1955 1, 900 100 
June 23, 1955 4, 166 300 
June 24,1955 | 5, 713 509 
ee z 7, 259 | 926 
June 25, 1955 3, 080 | $22 
Aug. 11, 1955 i nh ee 
Sic eee Sept. 20, 1955 FT a a ce 
cnusiasat Ole. aeee 17, 871 4, 260 
acetate: cag ee 3, 745 294 
Scat | Oct. 20, 1955 | 9, 976 429 
ae Nov. 10, 1955 15, 980 | 1, 942 
See Nov. 16, 1955 35, 682 4,979 
ee Dec. 14, 1955 4,818 782 
ticubines Dec. 20, 1955 10, 756 662 
= _..| Dec. 21, 1955 23, 011 689 
acaneues Dec. 23, 1955 1 100 lcaminhuidnee 
ie Doe Jan. 12,1956 (4) (1) 
isa elite Jan. 19,1956 42,778 | 6, 400 
Pia Jan. 21, 1956 14, 881 | 559 
a Jan. 31,1956 (2) | (2) 
ares Feb. 7, 1956 | 21, 290 | 1, 306 
peer Feb. 8, 1956 20, 855 845 
gh Ee Ba 4, 899 674 
- Feb. 10,1956 | $9, 999 ke 
si Feb. 17, 1956 | 7, 344 1, 013 
trations ..do 5, 849 | 232 
5 wane Feb. 20, 1956 10, 313 2,612 
eee Mar. 2, 195¢ 16, 900 te 
pe te : do 90, 991 7,618 
anadts |} Mar. 5, 1956 60, 000 4, 800 
Md | Mar, 12, 1956 | 3, 825 | 193 
st Bier, 13, ron 41,990 | 4, 967 
ae do 32, 508 2, 672 | 
chia Mar. 20, 1956 | 4, 444 270 
5 wether Mar. 26, 1956 14, 269 1, 061 
walled in Apr. 26, 1956 (3 (3) 
jwgbnes May 2, 1956 | 2. 600 400 
pane oe May 7,1956 | 2, 470 310 
PE May 11, 195¢ 9, 807 1, 258 
ais May 24, 1956 6, 294 863 
fits Feb. 10, 1956 59, 095 6, 410 
June 65,1956 12, 000 186 
July 5,1956 7, 822 178 
Aug. 7,1956 268 7 
do 41, 871 2,218 
Aug. 8,1956 14, 867 1, 685 
Aug. 14,1956 9, 200 600 
3, 1958).| Aug. 29, 1956 302, 689 64, 958 
eo ee Sept. 7, 1956 2, 225 175 
Sept. 11,1956 9, 301 1,353 
Sept. 15,1956 7,000 414 
a0... 2,000 } 414 
Oct. 23,1956 45, 698 3, 902 
Oct. 24,1956 1,479 177 
Oct. 30, 1956 65, 947 2, 547 
Nov. 3, 1956 84, 974 14, 644 
Nov. 8, 1956 EI BS cents ‘ 
Cealecad Nov. 12,1956 4 39, 317 5, 520 








Estimated 
CCC cost, 
including 
ocean 
transpor- 
tation 


$32, 205 
64, 332 
36, 189 

6, 906 
6, 016 
21, 050 
8, 211 
5, 687 
13, 685 
5, 172 
13, 051 
70, 138 

3, 065 

14, 839 

15, 205 
7, 730 
7, 279 
2, 000 
5, 763 
9, 927 

13, 512 
6, 021 

650 
1,044 

39, 542 
5, 258 

10, 607 

27, 570 

73, 434 

10, 225 

15, 526 

26, 195 
1, 197 


74, 758 
15, 440 


73 
31, 188 
10, 316 
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Agreements signed from beginning of program through Dec. 31, 1958 (as modified by 
purchase authorization transactions)—Continued 























| 

Market | Estimated 
value, Ocean CCC cost, 

Country Date signed | excluding | transpor- | including 

ocean tation ocean 

transpor- transpor- 

tation tation 
SE I ia cincgcamdennindnaenee --| Dec. 3,1956 $24, 644 $3, 267 $42, 814 
fy | ee ee eee Dec. 14.1956 461 39 7 
78. Brazil... se = iaobeee . Dee. 31,1956 119, 700 19, 000 221, 153 
79. Korea (amends No. 49) _-_- ; cot OR Sp DRE hanedaanwabwe eweereue co wanes 
80. Italy (amend) --- : ean BO cnenies 1,500 100 1, 600 
ie ET ED ee ca nnebkdaoendbece Jan. 21,1957 | 3, 700 | 604 7, 112 
es RY CNOINED .  sickductainarnnakvaetetdendepass Jan. 25, 1957 18, 189 3, 023 30, 893 
ee aR sees Ee ne Lc ateced shee Jan. 30, 1957 17, 060 2, 111 22, 550 
DN eh pws cnaedbicwincdonasniessinéadaeses Feb. 15, 1957 3, 770 | 330 4, 84) 
re re a hbo Mar. 4, 1957 2, 033 | 67 2, 100 
SS”. | Se Se eres ones Meare Giraceans 4, 309 | 846 8, 050 
87. United Kingdom (amend).._.........-.....---- Mar. 13, 1957 | 6, 000 23 6, 023 
ie . OONNS AMEND oo ewan oan vaneecsacee scabies Mar. 26, 1957 | 7, 200 | 384 7, 584 

oa han peed bbaedeoes nase do- an (4) (4) (‘) 
Ne ducking dnstaneabiobnss whee Apr. 11, 1957 2, 707 7 3, 577 
SE RES aS AE | Apr. 16, 1957 14, 201 | 1, 760 21, 314 
a an, GURCNORIMINNG co eee ccncedusadsnsatndn | Apr. 20, 1957 2, 743 | 457 4, 877 
NS eT she io Sik acnkie cond eiible | May 2, 1957 3, 500 400 6, 261 
II Soll se aha eemadwaes May 10, 1957 13, 37! 1, 373 22, 031 
PR OE oe nt ener oametnkb ahaha abawes Secschdaas EN, 3, 430 | 27: 5, 151 
SO a oN eee ee a ee yee June 7, 1957 17, 644 | 713 23, 499 
DUI ethan cern chitier tide ruin ce gSRS A been cel aened i cwpaien (}) (‘) (!) 

98. Burma (amend)__-_---.-__---- detasinclcdsanel 2 Ok tOeL 978 | 22 1, 000 
99. Philippines es oe oS ee ce aaa a. | June 25, 1957 9, 544 758 15, 527 
100. United Kingdom, supplement - June 27, 1957 | 2, 200 2, 200 
101. Poland, supplement Aug. 14, 1957 43, 666 3, 172 73, 247 
102. Mexico- ‘ Oct. 23, 1957 26, 600 1, 600 63, 43 
103. Israel | Nov. 7, 1957 31, 706 | 2, 933 54, 639 
104. Pakistan : ; Nov. 15, 1957 56, 083 9, 317 101, 205 
105. Greece : Dec. 18, 1957 17, 567 2, 233 30, 399 
106. Yugoslavia (»mend) - 5 Dec. 27, 1957 6, 600 900 11, 069 
107. France Go.... 2, 500 & 2, 550 
108. Turkey Juaane Jan. 20,1958 43, 434 3, 366 61, 108 
109. Spain \ Jan. 27, 1958 64, 900 4 200 78, 500 
110. United Kingdom___-_. Feb, 3, 1958 7, 950 B 7, 990 
111. Yugoslavia : aces 56, 200 6, 402 87, 164 
112. Korea ’ Feb. 5, 1958 43, 746 6, 254 78, 835 
113. Poland Feb. 15,1958 67, 231 5, 775 103, 100 
114. United Kingdom, supplement - Feb. 17, 1958 5, 000 32 5, 032 
115. Finland _.| Feb. 21, 1958 | 8, 120 900 11, 180 
116. France. eS Feh. 28, 1958 | 23,100 |. . 27, 19 
117. Italy : 2 Mar. 7, 1958 24, 200 800 28, 653 
118. Colombia goxtemes : ad Mar. 14, 1958 6, 130 320 7,19 
119. Pern_-.-.-_- . Apr. 9, 1958 7, 100 700 12, 793 
120. Spain, s»pplement--_-_-..___- < a Apr. 10, 1958 4, 006 94 4, 807 
121. China (Taiwan) - aa aac ..---| Apr. 18, 1958 11, 060 1,040 15, 509 
122. Iceland . Leia es er gi 8 ed May 3, 1958 2, 876 77 4, 100 
I ns ee ad May 27, 1958 17, 000 1, 000 21, 404 
MS ea ee ae eee ee June 3, 1958 3, 675 425 6,7 
I I a oe June 17, 1958 5, 808 192 6, 000 
126. Ceylon___--- che eeEe aes Saabuen seem oees! June 18, 1958 3, 604 596 6,7) 
on 2 eae es Pee June 23, 1958 46, 000 11, 063 70, 761 
128. Turkey, supplement.._..___- ARENAS a June 25, 1958 5, 000 207 5, 207 
129. Yugoslavia, supplement__._.......--- ‘A sBivin ins oe June 26, 1958 2, 653 347 3, 799 
a, ee Ne  .. cuenbedvivadaanealosees a 80 5 140 
131. Israel, supplement__......_- .ccteaeaatee Seco June 30, 1958 5, 442 878 7, 503 
132. Ceylon, supplement-__.........-- igh dagionaoaite reptriates al 1, 700 400 2, 640 
nN sn ne en accceewecccdmewe hantibintdbvns 1, 640 200 2, 315 
ih. Prance, mipplement. <..<...--.s...ccccnccncn- i ht ae 2, 000 35 2, 035 
135. Spain, supplement__-_-_- a tad tates ie ook ar WO trata 24, 800 1, 000 26, 541 
RY TRIN OON ho s e ong ee aeue een Sept. 26, 1958 195, 100 47, 073 337, 976 
Ser ele: MOE oi o.oo sac cbe sar cecntes Oct. 31, 1958 11, 800 800 12, 600 
See, BAN oP eee ee Spe daosb aie cds aokeeSe Nov. 6, 1958 32, 039 5, 703 48, 476 
OD PMI oo oo clans cuncaseoseads Nov. 26, 1958 69, 750 12, 400 113, 500 
UUM ss  eeee Dee. 22, 1958 85, 700 9, 100 133, 800 
141. United Arab Republic._...............--_------ Dec. 24, 1958 21, 300 3, 600 35, 000 
Pee PRMD on heen eb seuang cokcdeauskoess Dec. 30, 1958 3, 960 70 4, 166 





' 
Total, all agreements signed through Dec. 31, 


1958. ___.- Peis PeaM en eM e N --| 2,960,105 | 368, 725 4, 647, 383 


a Se ee ee, a 


1 Expired; no funds expended. 

? Funds combined with No. 28. 

8’ Funds combined with No. 52. 

4 Funds combined with No. 72. 

5 Agreement signed for $20,400,000 ef which $15,940,000 is being financed by CCO under title I, and the 
remainder has been financed by Colombia for dollars. 


RR —$—$—_ 


23, 499 


1,00 
15, 527 
2,20 
73, 247 
63. 443 
54. 639 
01, 205 
30), 399 
11, 069 
2 550 
61, 108 
78, 500 
7, 980 
87, 16 
78, 835 
03, 100 
5, 032 
11, 15 
27, 19 
28 653 
7,1 
12, 793 
4,807 
15, 509 
4,10 
21, 404 
6,70 
6, 000 
6, 780 
70, 761 
5, 207 
3, 79 
140 
3 
, 640 
, 315 
, 035 
Ml 
37, 976 
12, 600 
48, 476 
13, 500 
33, a 
35, 000 
4, 166 
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9. Quantities of commodities covered by sales agreements under 
title I 
The principal participants in this program have been India, Yugo- 
slavia, Pakistan, and Spain. The following schedule sets forth the 
approximate quantities of commodities under agreements with coun- 
tries participating in this program from its inception through 
December 31, 1958: 
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3. Value of commodities covered by sales agreements under title I 
The following schedule sets forth by country the market value for 

each commodity covered by agreements and, as a comparison, the esti- 

mated CCC cost of all commodities purchased by each country: 
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4. CCC cost of commodities programed under title I, by country 


The following schedule is a compilation of the estimated CCC cost 
(excluding OT) of the commodities covered by title I sales agree. 


ments for each country. 


The CCC cost is estimated for those com: 


modities which have not yet been shipped under the agreements: 


Commodity composition of programs under title I, Public Law 480, estimate CCC 
cost from beginning of program through Dec. 31, 1958 











{In milli 


ons] 


















































| Total 
cco 
cost 
Wheat | Feed To- | Dairy | Fats (ex- 
Country ! and grains | Rice |Cotton| bacco | prod- | and | Other?! cludes 
flour ucts oils ocean 
trans- 
porta. 
| | tion) 
Avemting? 2-22 55.53. a eel Abas vada oes A ee $33.6 
UNNI oles bis Sami sacociemcaeies $12.2 | $24.5 ----| $15.4 eee 2.4 $0.2 59.5 
Brazil 257.5 | RP Teccccecn seciwicaiiel 6 $3.7 0:0 Lccceuae | 270.6 
NN a 5 again tad w elt aabilieitnsnn eke 44.1 3.1 2.6 1.8 2 51.8 
Ceylon Be A anenanes. AG dias acts lsuokcbictocuie cost emecdae cui 84 
I BED hi niwgnckibeeecuns 11.1 7, on 15.5 4 ALS 
China (Taiwan) ............ [ "Ede icecauoketnauakond dot 3.4 1.5 2.3 26,4 
SeeNOREN Se SRE At ce baa ire 14.2 5 5 Ona 46.7 
II ss sea Bh he occecadikmodicseie 1.5 oa eae Oe ics ieee 11.6 
BR So a 19.3 BO Bescceet 10.8 DE foncaaesuhwucewee 2.3 48.3 
ee Sees ie eaccennat ccd eed Beate enemas 27.2 | RC cGes ui ainke cal akacaeee : ay 
RIN naa exeesnitaindaps Baca sebabb naw Sa sieeaae Lh dae teeiuel aakadbiews Gikalivacew Sata 1,2 1.2 
TRNAS Seen oe el S| SR8)--...- |e See B64 ER 
I ash oled cis sew thas ni-anesla aia 1.4 3.2 at 5 Ot ceuaeae <8 1.0 7.3 
CEE EERE EES | 680.0| 28.8] 47.3] 55.0 Ot) Rie te aceaner Tees: | 825.1 
UNNI oe cae A NA cas cieaas 68.5 6) 200 bic cckchecwcsacclenuckes 137.9 
RE ESR Sere ML 1oc3 ce ccktnckehneliacidedel=sapeaes 1 8 Liwecsncalemesmee 18.3 
NDS erent nd aceon 64.0 | 52.8 1] 649 8 | 29.1 7.6| 10.7] 1700 
a res cnet | 3.1 ie Anweeuie |} 120.8 Bl eocadnn 38. 6 1.0 186.7 
RRS one oe ean oe | 81.7] 23.0] 184] 62.2 Io | <n nogss|ecmaetea weasecl | am 
ee | §6.9 48.4 24.7 10.0 6.6 | 8 5 8.0 155.6 
NR es eR oe ed eed Be thane aaace ae oceans eee Ere 61.9 
DUNNER os cent Scere ees ee | 60 |aeane cans] -scacnnn|~ennaeds|snensmen | 3 
I i ices eoeinneneel BE Vewdicmiicn 112.1} 37.8 | 4.8 | 8.3 11.2 | ain 367.2 
PRPRRURY 6 S532 coc uses a RP eee ae aoalueheee as sltawases ae 4 | 5B es 4.2 
EES. O56) lcs cca WO Panes ke Neccacaak 4 YO Soc | $45 
Philippines. ._...----. a jilecememen MOGs SA ccdaas | 3.4 .4 1) 210 
I ee ee ae 71.4 Bee ieee 7Os ek aan 1.8 1h 7 1.32434 190.2 
SOMME Sots c crate ceo | 12.6 Zeal a Saniora tear etetans nace ee 
DMN cn |e 93°91 0 87EL) 1] BA | 2ORS | 16:3 eee 
TNS So cc xinin keinieie | steele oo vemainace nanwnn| am 3.9 RG |eensesantontewee . 4.7 
ee 122.0} 28.9 Be Wacéonccn te dnaence | 4.5} 43.9) 6.6 208. 5 
United Arab Republic_-- BO lave cn ccalpowons Seat Dee gas Sata 65.0 
United Kingdom | |, |)  hewcaees 10. 2 AR. 2 
a a lcci Ee rea BB tec. 5h canmes ca 0.5 
Yugosiavia._...- | 386.1 85. 4 =< 46.7 1.8 | 5200 
Total_....-.-..-------|2, 207.1 | 368.8 | 297.6 | 4706.8 | 148.1 | 75.6 | 413.0 | 261.9 | 4,2789 
| | eat: 
1 Agreement with Bolivia expired. No funds expended. Millions 
2 This breakdown is as follows: vale 
Austria, Burma, Finland, Iceland, and United Kingdom: Fruit (dried, fresh and/or canned).. $13.9 
ORME NE> TRA Mk UNEP IN ie oko nae nnaaune dadewcet ouanacenduéenalsaeanqnee=enie 4 
ealrareess Oa RES ONES So oo onc ue ddlauldn eal waulaka mains naaeeeeiaee 22 
Israel: . 
Drv edible beans : 
I ce Ne ae Waa nhes Od a chek 10 . 
Dried prunes es etane - Seale z at 
K orea: Canned pork-__-_.-- : ee A DN ee 5.0 
Philippines: ; 
Variety meats : G - . _ negligible 
rer ME ED oc nc ad ha eeineianen ainda si Os i nacre aii eae _ ! 
Spain: 
ipa ow Pee te ee i ; . 1s 
- Potatoe . Se ai wa pena @ acme Saha ade nia 14 
‘Turkey: 
SIO Sioa cde dacs cee ceabaeekawes sackenes tease ae . 4s 
Poultry__. a ae eS oe a ss ‘eS m - 
Yugoslavia: Dry edible beans Secu iian dna wadns Gubbas eakmus tocbubsetedawnnekee ae ae 
61.9 


a er eee 


3 Includes cotton linters. 


4 Includes amount of extra-long staple cotton for Spain and Pakistan, 
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5. Stage of completion of the title I program 

The following summary sets forth the status of the title I program 
as of December 31, 1958, showing the estimated balance that is avail- 
able for completing the program under the present authorization: 


Total authorized : Millions 
BIRR CTU ic ar caesarean pices sees eee ate $4, 000. 0 
Additional authorization, Sept. 6, 1958, Public Law 9831, 
TORE Te EN isa elias aca a wha lit acacia acute acted i 2, 250. 0 
NON hice i aca a a lk a ia ea eae 6, 250. 0 

Add dollar reimbursement to CCC from foreign currencies used (as 
Sa TR caren: i a a a 195. 9 
Total available for sales agreements.__........_........___-.- 6, 445. 9 
CCC cost for sales agreements entered into Dec. 31, 1958_.._.._______ 4, 647.4 
Interest on CCC investment as of Nov. 30, 1958_.........-.____________ 105.3 
PEN taakad ote eee ean eee ee tk es ee 4, 752. 7 
Estimated remaining balance for sales agreements_____-_____________ 1, 693. 2: 


The amount available for future sales agreements will be enlarged 
by future dollar reimbursement to CCC through the sale of foreign 
currencies for dollar appropriations and foreign currencies used for 
military housing. 

6. Computation of appropriation requests 

The following schedule summarizes the basis used in arriving at 
the appropriation requests under title I for activity during fiscal 
years 1958 and 1959: 


{In millions} 


1959 supple- Estimated 

















mental ap- 1960 
| propriation |appropriation 
| (fiseal year (fiscal year 
| 1958 activity) 1959 activity) 
am = 
CCC cost of commodities: 
1955... a a $129. 5 $129.5 
1956. __ beck a te é 624.3 624. 3 
1957... ; a * 7 a winge’ 1, 396. 3 | 1, 396. 3 
1958_ . casa ecltate e i ‘ 1, 156. 2 1, 144.7 
1959 estimated__- ‘ sa ls afta etal coat ; a 1,120.8 
NT OOO COM is cece cpeesccccspewecmegaen Sadi idah tei easd é 3, 306. 3 4, 415.6 
Estimated and future recoveries from transfer of foregin currency to other | 
Government agencies: 
Estimated recoveries. --__ shnaeteheP abate ‘ ; | 145.9 | 211.8 
Estimated future recoveries.........-..---- | 131.6 | 207.0 
Sh ccocmntldied pict 
PO tab ckcdbticns sedansee Fi cactbauckiecics ? pee ae 277.6 418.8 
Net cost of commodities............-...-.--- : i és] 3, 028. 8 3, 996. 8 
Appropriations: 
OE 8 a ee ln ee eee : 67.5 | 67.5 
1958 ape nd SRI cee sd F 637.0 637.0 
1958 supplemental. ---------------- a iat daewee 1, 290. 8 | 1, 290.8 
NUNN ot ee 8 a. nai . 1, 033. 5 
Total prior years appropriations......--- seks , Sau 1,995 3 3, 028. 8 
Current appropriation request...-......---.------- nad adets | 1, 033. 5 | 968. 0 


eee 





The CCC cost as set out in the above summary represents the cost 
of commodities to CCC, which includes the export value of shipments 
from commercial stocks and the CCC acquisition cost of CCC-owned 
commodities at domestic support prices including cost of storage, 
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processing, inland transportation, and other costs of financing ship- 
ments. ‘To this cost is added interest which CCC is obligated to pay 
the Treasury for funds advanced. 

In computing the appropriation requests CCC considers only the 
cost of commodities actually exported during the fiscal year and does 
not. include the cost of commodities progr: amed under existing or pro- 
posed sales agreements which have not been exported. 


B. SHIPMENTS OF COMMODITIES UNDER TITLE I 


1. Operating procedures 

Since the inception of Public Law 480 programs in July 1954, many 
millions of dollars worth of surplus agricultural commodities have 
been disposed of both in the United States and abroad. The greater 
amount of these commodities has been disposed of through title I 
sales agreements. The total export market value of commodities 
included in title I agreements (exclusive of ocean transportation costs 
to be financed by CCC) for the period July 10, 1954, through Decem- 
ber 31, 1958, was $2,960 million. Shipments have been made of about 
$2,418 million, or 82 percent of the programed amount. In consider- 
ing the $542 million unshipped balance, it should be noted that agree- 
ments involving more than $420 million were entered into during the 
6-month period from July 1, 1958, to December 31, 1958. 

Officials of the Foreign Agricultural Service (FAS) stated that 
most title I sales agreements are planned for completion within 1 
year; however, the agreements, themselves, normally do not specify 
the time period within which shipments are to be made. It is, there- 
fore, the practice to spec ify the time of shipments in purchase author- 
izations issued by the FAS to the importing country upon the coun- 
try’s application. The officials said that sales agreements in the early 
part of Public Law 480 operations contained no provision as to when 
purchase authorizations would be issued. Later, a few sales agree- 
ments contained specified dates and currently, in order to expedite 
shipments, the agreements show that purchase authorizations must 
be issued within 90 days of the date of agreement. 

The preamble of a typical sales agreement, which closely follows 
the language of Public Law 480, follows: 


The Government of the United States of America and the Government of 
(country )— 

Recognizing the desirability of expanding trade in agricultural com- 
modities between their two countries and with other friendly nations ina 
manner which would not displace usual marketings of the United States 
of America in these commodities, or unduly disrupt world prices of agri- 
cultural commodities or normal patterns of commercial trade with friendly 
countries ; 

Considering that the purchase for (foreign currency) of surplus agricul 
tural commodities produced in the United States of America will assist in 
achieving such an expansion of trade; 

Considering that the (foreign currency) accruing from such purchase 
will be utilized in a manner beneficial to both countries ; 

Desiring to set forth the understandings which will govern the sales, a8 
specified below, of surplus agricultural commodities to (country) pursuant 
to title I of the Agricultural Trade Development and Assistance Act, a8 
amended _______-, and the measures which the two Governments will take 
individually and collectively in furthering the expansion of trade in such 
commodities ; 
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Have agreed as follows: 


The typical sales agreement then describes articles agreed to such 


as. 





ARTICLE I—SALES FOR (FOREIGN CURRENCY ) 


Subject to the issuance of purchase authorizations by the Government of the 
United States of America and acceptance by the Government of (country), the 
Government of the United States of America undertakes to finance the sale to 
purchasers authorized by the Government of (country), for (foreign currency), 
of the following agricultural commodities determined to be surplus pursuant to 
the actin the amounts indicated :” [Emphasis supplied. ] 


ARTICLE II-—-USES OF (FOREIGN CURRENCY ) 


In this article the two Governments agree that the foreign currency 
wecruing to the Government of the United States as a consequence of 
sales made pursuant to the agreement will be used by the United States 


for the purposes and in the amounts specified. 
ARTICLE III—DEPOSIT OF (FOREIGN CURRENCY) 


This article specifies that the foreign currency shall be deposited 
to the account of the Government of the United States in payment for 
the commodities and for ocean transportation costs financed by the 
United States. 


ARTICLE IV—GENERAL UNDERTAKINGS 


This article contains, among others, agreements relative to preven- 

tion of resale or transshipment to other countries, use for other than 
domestic purposes (except where specified), nonavailability to nations 
unfriendly to the United States, and reasonable precautions to assure 
that all sales or purchases of agricultural commodities pursuant to the 
agreement will not disrupt world prices, or displace usual U.S. mar- 
ketings in these commodities or disrupt normal patterns of commercial 
trade with friendly countries. 
_ Although sales agreements name the surplus agricultural commod- 
ities and the dollar amount of each commodity, they do not precipi- 
tate the movement of the commodities to the foreign countries. The 
movement is begun by the importing country requesting the FAS to 
issue a purchase authorization. The importing country files an appli- 
‘ation naming the commodity, quantity, and total amount of dollar 
inancing requested. After the FAS issues the purchase authoriza- 
tion there must then be acceptance of it by the requesting country. 
The FAS by issuance of a purchase authorization agrees to finance the 
sale of surplus agricultural commodities. 


4. Status of shipments under title I 


A schedule follows which shows the commodities programed under 


the sales agreements as of December 31, 1958, and the amounts shipped 
for each count ry: 
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Mr. Dan L. Tierney, Director, Programs Operations Division, and 
other FAS officials advised as follows regarding those countries and 
commodities where substantial balances have not been shipped. 

Wheat and wheat four— 

Brazil: Under the agreement with Brazil signed December 31, 1956, 
the Brazilian Government agreed to purchase, among other things, 
$111 million worth of wheat and flour over a 3-year period. This 
amounted to a total of about 1,800,000 metric tons, with approximately 
380,000 metric tons to be purchased in fiscal year 1957; 700,000 metric 
tons in fiscal 1958; and the remainder, about 720,000 metric tons, in 
fiscal 1959. On December 12, 1958, at the request of the Government 
of Brazil, some $7 million of the wheat money was switched to finance 
the purchase of corn, grain sorghums and beans for the northeast 
drought area. 

Shipments of wheat under title I amounted to about 377,000 metric 
tons in fiscal 1957, approximately equal to that planned. However, 
shipments of wheat in fiscal 1958 amounted to only 156,000 metric tons 
as contrasted to the 700,000 metric tons planned. In the first half of 
fiscal year 1959 (July to December 1958) shipments of wheat amounted 
to 380,000 metric tons. 

The small movement of wheat in fiscal 1958 is believed to be the 
result mainly of an overestimated requirement by the Government 
of Brazil. Brazilian requirements for wheat under title I are residual; 
that is, after the domestic Brazilian crop, imports from Argentina and 
Uruguay, and normal commercial purchases. Brazil customarily 
places an embargo on imports of wheat during the period in which the 
domestic crop.is marketed. In fiscal 1958 such an embargo was in 
effect for more than 3 months starting December 15, 1957. Following 
the marketing of Brazilian wheat, available imports from Argentina 
and Uruguay, which come in under bilateral agreements with those 
countries, were purchased. Arrangements were then required for 
purchases in normal commercial channels from the United States and 
other countries and then title I wheat moved in. 

A factor contributing to the overestimate of requirements was an 

overly optimistic view by the Government of Brazil of the extent to 
which wheat consumption would be expanded. It is the opinion of 
some technicians that the kind and quality of wheat produced in Brazil 
does not always encourage expanded consumption when imported 
wheat is not available for blending. Consumption lost during an em- 
bargo on imports cannot normally be made up later. As a consequence, 
Brazilian requirements for title I wheat in fiscal 1958 were smaller 
than originally contemplated. 
_ It is still too early to tell how much wheat will be taken by Brazil 
in fiseal 1959. In the absence of other problems, it would seem reason- 
able to expect that the originally planned 700,000 metric tons or per- 
haps more may be taken, depending upon the domestic crop and sup- 
plies available under bilateral agreements. 

Colombia: The balance for Colombia results from the fact that the 
agreement covered 3 years through June 30, 1959. The unshipped bal- 
ance is covered by an active purchase authorization. 

India: The unshipped balance is $143 million; however, sales agree- 
ments were concluded in June and September 1958 including $219 
million for wheat. Shipments to India are moving at about the maxi- 
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mum capacity of that country to discharge cargoes and substantial 
quantities of the unshipped balances have been purchased and booked 
for shipment. Under past transactions India has shipped wheat at 
a faster rate than contemplated under the agreements. 

Israel: The unshipped balance is covered by an agreement signed 
in November 1958. ; ' 

Pakistan: Virtually the entire unshipped balance is covered by an 
agreement signed in November 1958. Hi 

United Arab Republic: The unshipped balance is covered by an 
agreement signed in December 1958. 

Yugoslavia: The unshipped balance is covered by an agreement 
signed in December 1958. 

Excluding the countries commented on above, wheat and wheat flour 
shipments to the other countries are 98 percent completed. 

Feed grains.— 

India: The entire $22.1 million programed amount results from 
agreements in June and September 1958. 

Israel: More than $15 million is covered by a November 1958 agree- 
ment. 

Excluding India and Israel, feed grains are 90 percent shipped. 

Rice.— 

Pakistan: The unshipped balance was programed under an agree- 
ment signed in November 1958. 

Exeluding Pakistan, rice shipments are virtually completed. 

Cotton.— 

Burma: The unshipped balance represents the amount programed 
in May 1958. This is a triangular program, the nature of which 
results in relatively slow movement of cotton. After purchase 
authorizations are issued, contracts are concluded between the title I 
countries and approved processing countries for shipments of textiles. 
Following negotiation of the textile contracts the cotton is shipped to 
the processing countries. This triangular arrangement is used for 
several countries in order to increase the quantities of cotton exported 
under title I. 

India: The unshipped balance results from a 3-year agreement run- 
ning through June 30, 1959. 

Yugoslavia: The unshipped balance is covered by a December 1958 
agreement. 

Excluding Burma, India, and Yugoslavia, cotton shipments are % 
percent complete. 

T obacco.— 

Vietnam: Tobacco was programed under a June 1958 agreement. 

Dairy products.— 

Spain: Shipments have been deferred because of a delay in setting 
up a milk recombining plant to utilize the dairy products. 

Fats and oils.— 

Colombia: The purchase authorization issued for the unshipped 
balance expired December 31, 1958. An extension of the contracting 
and delivery periods is now under consideration. ee 

Israel: The unshipped balance results from an agreement in No 
vember 1958. : 

Pakistan: The unshipped balance results from an agreement 1 
November 1958. 

Poland: The unshipped amounts are moving as programed. 
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Yugoslavia: The unshipped balance is covered by an agreement 
signed i in December 1958. 

‘Regarding the expiration of the agreement with Bolivia without 
shipments being made, officials of F *AS advised that an agreement was 
signed with Bolivia on June 7, 1957, covering the following 
commodities : 


| 








Commodity | Export Approximate 
| market value quantity 

| Metric tons 
Ne oti aa and ema maha recone 5haS ee hake abe ad aannibeat es $3, 000, 000 40, 000 
Flour Rope alia na fat nih ind egy ca sa ca vi. ok cata ys aiteeaeg the dea inka pe er tacos ae oe avn PO area ea oe 1, 750, 000 15, 000 
CA. ! oc ndguhenitibhcnadsbbnamsbaghinendendadimeeip ete bbabonndddoede 1, 480, 000 10, 000 
ORE ENNDN opniindscemcanteducnnccancadtamueuodeabensandmaba bine 520, Mi htcds punatonace 
Total._._..... sia cal Saw annelibees ek wh bacon SMM agk Se caetl) 6, 750, 000 | ee 





Despite an amendment of the agreement extending the date for 
issuance of purchase authorizations to October 31, 1957, and a later 
offer to extend that date to March 31, 1958, with deliveries any time in 
calendar 1958, the Bolivian Government did not accept any purchase 
authorizations. As a consequence, Bolivia did not purchase any of 
the commodities under this agreement. The funds were finally released 
and made available for programs in other countries. 

The Government of Bolivia gave price problems and currency 
deposit requirements as the two major reasons why it had not pur- 
chased the commodities under the agreement. 

The price of U.S. wheat, flour, and rice relative to commodi- 
ties imported from other countries, particularly Argentina, was 
cited by the Government. of Bolivia as a major problem impeding 
its taking the commodities from the United States. The Govern- 
ment of Bolivia stated that the cost of these commodities in the 
United States plus transportation to Bolivia resulted in a boliviano 
(local unit of currency) equivalent considerably in excess of the bolivi- 
ano price of comparable Argentine products imported under the free 
exchange market or through the Argentine-Bolivian convenio. For 
example, Argentine flour ‘at La Paz cost about 35,000 bolivianos a 
quintal in October 1957 and sold for about 44,000 bolivianos. 
US. flour at that time sold for about 48,000 bolivianos on an aid 
program basis. It was also reported that Argentine rice had been 
sold at $112 per ton, Bolivian border, while USS. rice was quoted at 
$180 a ton, Chilean ports. 

The other major problem according to the Bolivians was the local 
currency deposit procedure. Deposits of the local currency equivalent 
of U.S. dollars disbursed under a title I purchase must be 
made immediately upon receipt of shipping documents by the foreign 
bank. The CCC is not permitted to make funds available to finance 
title I sales until it has a commitment that such deposits will be 
immediately made. No legal authority exists to extend credit under 
title Lof Public Law 480. 

In addition to the foregoing reasons, reports from the U.S. Embassy 
in Bolivia in December 1957. and January 1958 advised that the 
information they had then available on supplies and requirements 
of wheat and rice indicated that there appeared to be no need for 
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deliveries under title I prior to July 1958 and they were uncertain 
whether there would be any need even after that date. 


3. Inquiry into extension of delivery dates under title I 


In connection with the inquiry into the status of shipments under the 
sales agreements, inquiry was also made into the extension of delivery 
dates under purchase authorizations. 

An examination in December 1958 of the 600 purchase authoriza- 
tions issued against the title I sales agreements made since the inception 
of the Public Law 480 sales program revealed that over one-third of 
the authorizations had final delivery dates which had been extended 
one or more times. Approximately 12 percent had been extended 6 
months or more from the final delivery date set at the time the purchase 
authorizations were first issued. 

Specific inquiry was made of FAS officials regarding a representa- 
tive number of purchase authorizations chosen at random which had 
been extended more than 6 months in order to determine the reasons 
for such extensions. The following examples illustrate some of the 
typical reasons for extension of delivery dates. 

Cotton.— 

Austria: Under a sales agreement dated February 7, 1956, a pur- 
chase authorization for $5.7 million worth of cotton was issued on 
February 21, 1956. The final delivery date was September 30, 1956, 
which date was extended to December 31, 1956, and thereafter ex- 
tended to March 30, 1957, and finally to April 30, 1957. It was stated 
that these extensions were necessary as Austria had encountered in- 
ternal storage and distribution difficulties and was therefore unable to 
maintain the original shipping schedule. The shipments were two- 
thirds complete by December 31, 1956, and only remnant lots remained 
unshipped on March 30, 1957, which required the final extension to 
April 30, 1957. 

Under a sales agreement dated May 10, 1957, a purchase authoriza- 
tion for $2 million worth of cotton was issued on May 17, 1957, with 
a final delivery date of June 30,1958. This latter date was extended to 
December 31, 1958, and again extended to June 30, 1959. The ex- 
tensions occurred because Austria had issued suballocations to numer- 
ous private importers and the program bogged down in internal pro 
cedures with little being accomplished in the initial delivery period. 

Yugoslavia: Under a sales agreement dated January 19, 1956, a pur- 
chase authorization was issued on February 9, 1956, for $8.5 million 
worth of cotton to be delivered by June 30, 1956. The delivery date 
was extended to July 10, 1956, January 9, 1957, and finally to March 30, 
1957. Theshipments were delayed because of the damage to the vessel 
booked and also because of an increase in funds which permitted the 
purchase of additional cotton. 

Burma and Pakistan: Under sales agreements with Burma and 
Pakistan dated February 8, 1956, and January 18, 1955, respectively, 
a number of purchase authorizations were issued under tripartite ar- 
rangements whereby the raw cotton was to be ere cine to 4 
third country in payment for textiles furnished to Burma and Pakis- 
tan by ‘such country. The overall operation was time consuming be- 
cause it involved agreements between the Burma and Pakistan repre 
sentatives and each processing country for textiles, the shipment 0 














ain 


the 
ery 


Za- 
ion 
of 
led 
d 6 
ase 


ita- 
iad 


Ons 
the 


jur- 


56, 


5 to 


the 


ely, 
ar- 
0 % 
kis- 


pre- 
| of 


1585 


textiles, the procurement of the equivalent value of cotton from the 
United States by each textile-processing country and the continuous 
correlation of textiles furnished Burma and Pakistan with the amount 
of raw cotton imported from the United States. All of the tripartite 
authorizations have now been completed with respect to the value of 
the textiles furnished Burma and Pakistan and the equivalent value 
of the raw cotton imported from the United States. 

Cottonseed and/or soybean oil — 

Pakistan: A purchase authorization was issued on June 28, 1957, 
for $2.4 million worth of cottonseed and/or soybean oil under a sales 
agreement with Pakistan dated September 7, 1956. The final delivery 
date was set at July 31, 1957; however, there were four extensions of 
this date, the final extension being to October 31, 1958. The reasons 
indicated for the extensions of these dates were infrequent shipping 
schedules and the fact that the original date contemplated shipment 
in too short a period. 

Lard.— 

Yugoslavia: On January 31, 1956, a purchase authorization for $10.8 
million worth of lard was issued under a sales agreement dated Janu- 
ary 19, 1956. The original delivery date of June 30, 1956, was ex- 
tended to July 31, 1956, because U.S. packers were unable to offer the 
total quantity desired by June 30, 1956. A second extension of the 
final delivery date to March 30, 1957, was for the purpose of using 
residual funds transferred from other purchase authorizations to make 
an additional purchase of lard. 

Nonfat dry milk.— 

Pakistan: Under the sales agreement dated August 7, 1956, a pur- 
chase authorization was issued June 28, 1957, for $100,000 worth of 
nonfat dry milk to be shipped by October 31, 1957. There were four 
extensions of the final delivery date with the last being November 29, 
1958. The reasons given for the extensions were the complete inactiv- 
ity by Pakistan during the initial period due to unfamiliarity with 
grades and inspection procedures and suballocations made to importers 
who failed to keep purchasing schedules. 

Tobacco.— 

Italy: A purchase authorization was issued on June 17, 1955, for 
$3.2 million worth of tobacco under a sales agreement dated May 23, 
1955. The final delivery date was September 30, 1955, and by exten- 
sions the date was changed to March 31, 1956, April 30, 1956, and 
June 30, 1956. The need for the extensions was the Italian Govern- 
ment’s efforts to correlate suballocations with normal imports. Also, 
the Italian Government had intended to buy a 1954 or earlier crop of 
tobacco but its preference changed to the 1955 crop during the period 
September 30, 1955, to March 31, 1956. The final extension was per- 
mitted in order to accomplish the shipment of residual purchases. 

Wheat and/or wheat flour.— 

Israel: On June 24, 1955, a purchase authorization for $1.6 million 
worth of wheat was issued to Israel under sales agreement dated June 
15, 1955. The final delivery date was first set at September 30, 1955, 
and was later extended to March 31, 1956, in order to facilitate the 
use of additional funds transferred to the purchase authorization for 
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wheat. The deliveries were completed according to the terms of the 
original authorization and the extension was for the aforementioned 
reason. 

On September 25, 1956, a purchase authorization for $5.4 million 
worth of wheat was issued under sales agreement dated September 11, 
1956. The delivery date of this purchase authorization was April 30, 
1957. which was extended to March 31, 1958, to permit Israel to uge 
refunds obtained from suppliers as a result of contract adjustments 
following delivery. The transactions initially set out in the purchase 
authorization were carried out as originally scheduled. 

Yugoslavia: Under the sales agreement signed with Yugoslavia on 
January 19, 1956, a purchase authorization was issued January 24, 
1956, for $23.3 million worth of wheat. The final delivery date was 
originally set at June 30, 1956, but was s later extended to August 31, 
1956, to October 31, 1956, and finally to March 30, 1957. The pur- 
chases under this authorization were completed in the allotted time 
but the shipping was delayed due to a late schedule of the carriers. 
The extension of the delivery date to August 31, 1956, covered the 
circumstance of the late schedule plus the avail: ability of additional 
funds which reopened the contracting for the wheat. A further in- 
crease in funds available accounted for the extensions to October 31, 
1956, and March 30, 1957. 

Officials of FAS advised that once sales agreements are signed it is 
the Department’s objective to complete the shipment of the com- 
modities as soon as practicable, taking into consideration such factors 
as port facilities, market conditions, availability of the commodity 
and the like. In carrying out this objective it is the policy of the 
Department to be aggressive in terms of contracting and final delivery 


dates specified in the. purchase authorizations. Although it is recog- 
nized that the setting of closer final delivery dates results in a con- 
siderable volume of purchase authorization extensions, it is believed 
to serve the primary objective of expediting the movement of com- 
modities. 


4. Substitution of commodities under title I 


An examination of the purchase authorizations issued to the coun- 
tries having sales agreements revealed many instances where the au- 
thorizations were canceled and the funds used for other commodities 
or where the unused remainder of purchase authorizations were trans- 
ferred to other commodities. For example, on May 14, 1956, a pur- 
chase authorization for Iran was issued for over 1.2 million pounds 
of butter having a market value of one-half million dollars. On Feb- 
ruary 26, 1957, the purchase was canceled on the basis of an exchange 
of notes and the funds transferred to an authorization for wheat. The 
substitution was requested by Iran because of an emergency need for 
wheat. 

Another illustration is in the case of the issuance on September 2%, 
1956, of a purchase authorization for Israel to obtain over 4.3 million 
pounds of butter with a market v: alue of $1.7 million. This authori- 
zation was canceled January 18, 1957, and the funds transferred to an 
authorization for corn. The reason for this substitution was that 
Israel had contemplated the purchase would be from CCC stocks: 
however, it developed that the CCC was out of butter, which meant 
that Israel’s supplier would have had to buy in the heen market where 
the price was about 50 percent higher than the usual CCC price. 
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Other similar commodity substitutions or transfers of unused pur- 
chase authorization funds were noted, such as tobacco for lard; barley 
for corn; lard for wheat, tobacco, and cotton; corn for tallow and oil ; 
wheat for corn, evaporated milk and cheese; cottonseed and/or soy- 
bean oil for rice, and so forth. 

Mr. Tierney, FAS, commented on the substitution of commodities 
as follows: 

The dollar value of commodities to be financed are contained in title I agree- 
ments. As indicated previously the title I agreement sets up the framework 
within which the participating country may apply to FAS for the issuance of pur- 
chase authorizations. If application is made and purchase authorization issued 
and accepted, the United States is obligated to finance the transaction within the 
terms and conditions of the agreement and the purchase authorization. 

In implementing the agreement, it has been necessary in many cases to change 
the commodity composition of the original agreement. It usually develops that 
the need for particular commodities in the importing country may have increased 
or decreased since the agreement was negotiated, based principally on crop con- 
ditions in that country. Therefore, the value of certain commodities may be 
increased and others decreased to meet this situation. We may also be requested 
to finance an entirely new commodity in substitution for a commodity originally 
provided for in the agreement. 

The switching of very small quantities of commodities within an agreement 
(such as the use of amounts remaining unused under several purchase authoriza- 
tions) is accomplished through the issuance and acceptance of purchase authori- 
zations. Substitutions of larger quantities and the introduction of new commodi- 
ties is accomplished through an exchange of notes between the United States and 
the participating country. Thus the agreement is amended through the same 
formal processes that set up the original agreements. 

The U.S. attitude toward commodity substitution will, of course, depend 
upon the character of the substitution. For the most part, if a country cannot 
se its way to move particular commodities it is to our advantage to accept 
substitution so that some other commodity is moved rather than to have the 
agreement only partly implemented. Although the programing of certain com- 
nodities is emphasized because of being in a worse surplus situation, arrange- 
ments to substitute commodities are made so as to permit as large a movement 
of each surplus commodity as possible. 


III. Tirre II, Pusric Law 480 


Title II, as amended, authorizes CCC to make surplus agricultural 
commodities available for (1) transfer to any nation friendly to the 
United States to meet famine or other urgent or extraordinary relief 
teqquirements, and (2), to friendly but needy populations regardless 
of the friendliness of their government. 

The ICA is responsible for administering this program. This is ix. 
iddition to sales for foreign currencies under sections 550 and 40% 
ofthe Mutual Security Act. 

Up to $800 million is authorized for reimbursing CCC for its invest- 
ent In the commodities and other costs, including ocean freight 
tharges from U.S. ports to ports of entry abroad. The title IT pro- 
gram of assistance began in fiscal year 1955 and has been extended 
until December 31, 1959. In addition, title II funds may be used to 
pay ocean-freight costs on surplus food donated through the U.S. 
‘luntary agencies and intergovernmental organizations under title 
Il of Public Law 480. 

The schedule immediately following shows the cost to CCC of com- 
nodities authorized for each country from the inception of the pro- 
stam (fiscal year 1955) through December 31, 1958. Following this 
‘another schedule showing the quantities of commodities authorized 
loreach foreign country. 
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Asummary of the title II program as of December 31, 1958, showing 
the estimated balance available for completion of the program under 
present authorization is set forth as follows (in thousands of dollars) : 








TN RUNOTISOR DY (We. So oh aa aoe ae ee eee _.. $800, 000 
Less amount used : 
Commodity authorizations issued___-___------___-_-- _. $400, 586 
Advance to ICA for ocean transportation (title Il and 
RUT) ORROW, SIRO om cote oe ee a ate ie Prt cane 66, 979 
Interest on CCC investment (Nov. 1958) _---_-_____- ee 13, 244 
a 480, 809 
Estimated remaining balance available___________ pt toon § 319, 191 


IV. Trrtz Ill, Pusric Law 480 


Title III of the act covers donations for domestic use and for dis- 
tribution abroad by nonprofit voluntary agencies and intergovern- 
mental organizations as well as CCC barter activities. 


A. SECTION 302. DOMESTIC DONATIONS 


Domestic donations are made from CCC stocks to the Bureau of 
Indian Affairs and to State, Federal, or private agencies for use in 
nonprofit school-lunch programs, in the assistance of needy persons, 
and in charitable institutions, including hospitals, to the extent that 
needy persons are served. 

The following schedule shows the domestic distribution from the 
enactment of Public Law 480 through December 31, 1958: 


Domestic distribution of CCC-owned commodities under sec. 302 of Public Law 480 
from July 1, 1954, through Dec. 31, 1958 


{In millions] 





| Schools | Institutions Welfare Total 





Commodity 

a eee ee i sae 
Butter___ es E 5 $56.9 | $30. 4 $37.3 $124.6 
Cheese ; 28. 3 14.4 49.3 | 92.1 
Milk (nonfat dry) -- 8.5 5.6 22. 2 36.3 
Beans (dry) - ,, 3.4 5 | 2.2 6.1 
Corn (whole). _... PY ont (4) 2 
Corn (meal) ..___. 2.3 | 1.3 | 15.6 19.2 
Rice. 7.3 | 4.3 17.17) 28.7 
Wheat (whole) __ ; ; 4] on (!) Z3 
Wheat (flour) - og 9.4 11,3 | 24.9 | 45.6 

Total. ... SA: ED ORD 116. 6 68. 7 | 168. 6 353. 9 


' Less than $50,000. 


B. SECTION 302. FOREIGN DONATIONS 


Section 302 authorizes donations of surplus foods in CCC stocks 
ee S. nonprofit voluntary agencies registered with and approved 
by the Advisory Committee on iV. oluntary Foreign Aid of ICA after 
provision has been made for the needs of users of : surplus foods in this 
country. Donations may also be made for distribution abroad by 
intergovernmental organizations, such as United Nations Interna- 
tional Children’s Emergency Fund. 

The schedule which follows sets forth the quantities of various 
commodities approved for donation through voluntary agencies for 
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foreign distribution from the beginning of the program through De- 
cember 31, 1958: 


Butter oil 


Nonfat dry milk 
Cottonseed oil 

Dry edible beans 
Corn and corn meal 


Wheat and wheat flour 


Total pounds 


The above commodities have an estimated CCC cost of approxi- 
mately $1,114.6 million. 


C. SECTION 303. BARTER 


Prior to the enactment of Public Law 480, the barter of surplus 
agricultural commodities was carried out under the authority con- 
tained in the CCC charter act, of 1948, as amended, and under the 
Agricultural Act of 1949.. Barter transactions under these earlier 
authorizations averaged about $22 million a year. Adoption of 
Public Law 480 greatly expanded barter activities. 

Section 303, title III, of Public Law 480 directs the Secretary of 
Agriculture to use “every practicable means” to expedite the barter or 
exchange of CCC-owned agricultural commodities for strategic ma- 
terials entailing less risk of loss through deterioration or sabia to 
substantially lower storage costs; and for other materials, goods, and 
equipment needed by Government agencies for their programs. Bar- 
ter transactions are effected through contracts between CCC and 
private U.S. business firms under which the contracting firms use 
commercial trade channels in fulfilling the contracts. All barter 
activities of the USDA are currently being carried out under the 
authority of sectiom 303, title III, of Public Law 480. 

The following is an analysis of the foreign-produced materials 
covered by barter contracts entered into from July 1, 1954, through 
December 31, 1958 : . 

Strategic materials: Millions 


Strategie stockpile 
Supplemental stockpile 


Total strategic 


Materials for Government agencies : 


Total supply 


Grand total 


Agricultural commodities have been exported to 80 countries in 
fulfillment of barter contracts. The following schedule shows the 
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commodity exports under barter contracts for the period July 1, 1954, 
through December 31, 1958 : 


Commodities : Thousand units 


WONG nore eit oes ake dk sd dee eeetociuascaee bushel__ 213, 032 
do_.-. 125, 506 

64, 051 

38, 164 

11, 769 

39, 705 

2, 229 

34, 731 

11, 976 

Cotton 1, 638 
Other 113 


The following schedule lists the countries which have received 
agricultural commodities exported under barter arrangements under 
section 303, title III, from July 1, 1954, through December 31, 1958, 
with the total commodity value computed at export market prices: 

Value Value 
(thousands (thousands 
Country : of dollars) | Country—Continued of dollars) 
BMOTIO cds i isigtiieaieded 
Australia 
ON a ie lol areas 
Bahamas__- Japan 
Jahrein Jordan 
Belgium f Korea 
Bermuda Kuwait 
Ts cite ead sieth sats santana Lebanon 
British Honduras ___----- Mexico 
British Malaya 
Canary Islands Mozambique_____- Bi ssstobiibinle 
PIRATE IAG oc inticmnndns 129 
China (Taiwan) Netherlands Antilles____- 
Colombia Nicaragua 
Costa Rica Norway 
Cuba Pakistan 
a lr Panama 
Denmark NE co iss hag es see 
Ecuador 33 Puitippines .. 2... 
El Salvador Portugal 
Finland 
France 
French Somaliland 
French West Africa_____- 
West Germany 


Trieste 
Turkey 
United Arab Republic 
Guatemala (Egypt) 8, 080 
Haiti __. : United Kingdom 208, 635 
Honduras Uruguay 
Hong Kong Venezuela 
Iceland Virgin Islands___.______-_ 
Yugoslavia 
RNG 6 oes = bnictatnnenlecesiates 23, 715 


et cite iin cian bdekaeie are 967. 568 


The cost to CCC of agricultural commodities exported under barter 
contracts is substantially higher than the export market value. The 
CCC “Report of Financial Condition and Operation” shows that 
the CCC cost through December 31, 1958, was $1,459 million com- 
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pared to the $967.6 million export market price for shipments through 
December 31, 1958. 

As of December 31, 1958, CCC had received reimbursement. for 
$229.4 million for strategic materials delivered to the strategic stock- 
pile and $73.7 million for materials delivered to other Government 
agencies. CCC advised that $340.6 million in strategic materials has 
been transferred to the supplemental stockpile. CCC was reimbursed 
for $218.9 million by the Second Supplemental Act of 1958, Public 
Law 352, and the balance will be reimbursed in the form of subsequent 
appropritions as provided in section 206 of Public Law 540, 84th Con- 
gress. The balance of materials in CCC’s inventories, as well as sub- 
sequent deliveries of such materials under existing contracts will be 
transferred to the stockpile or to other Government agencies with 
reimbursement to CCC. 


V. Disposition or Titte I Comm™opities By Foreign GOVERNMENT 
AGENCIES 


Editorials have recently appeared in the Cotton Trade Journal cri- 
ticizing the sale of title I cotton toa Spanish Government agency which 
resells the cotton to Spanish mills at a profit. 

Prior to the Sapnish civil war there was a Spanish cotton ex- 
change composed of merchants, brokers, agents, and other representa- 
tives of foreign cotton exporting firms. These representatives dealt 
directly with the mills and the financing of shipments was handled 
with banking institutions. Following the war, cotton purchasing was 
carried on principally by a series of government or quasi-govern- 
mental agencies. However, as a general principle, the mills were 
more or less free agents without rigid controls on their export and 
import practices. Effective September 1, 1951, the Ministry of Com- 
merce established controls over the importation of cotton and the ex- 
portation of textiles. 

In April 1952, the importation of cotton was given to the National 
Cotton Center, which is composed of a number of importers who in 
many cases also represent foreign exporters. When this monopoly 
was given to the cotton center, the manufacturers were permitted to 
import cotton roughly equivalent in value to their cotton textile ex- 
ports. This value was very small relative to the total textile produc- 
tion of Spain. In January 1954, all rights of millowners to import 
were eliminated and the National Cotton Center was given complete 
control over cotton imports. 

Regarding the current method of handling cotton imports, it is the 
position of many in the cotton industry that (1) the creation and proce- 
dures of the cotton center are inconsistent with free enterprise ; (3) its 
creation and procedures have brought about a deficiency in deliveries; 
(3) the mills do not get the grade and quality of cotton desired; (4) 
profits by the Spanish Government make the price of cotton to the 
mills too high; and (5) these problems would be corrected if the pur- 
chase of cotton were restored to private hands. 

The price of cotton to Spanish mills ranges from 50 to 70 percent 
above the price paid by the cotton center. Profits of the center, after 
deduction of operating expenses, go to the Spanish Treasury. <A rep- 
resentative of the Spanish Government advised that. the profits de- 
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rived from the cotton.center constitute an important source of reve- 
nue to the Spanish Government. He said that a very small percentage, 
of this revenue is used to support the price of cotton to Spanish 
growers. This is true because the prices paid by the mills for do- 
mestically grown cotton are only slightly below the prices paid to the 
Spanish growers for their cotton. It is noted that domestic cotton 
is also handled by the cotton center. The Spanish representative also 
said that the cotton center is making every effort to keep on hand an 
adequate supply of desirable qualities of cotton. He pointed out that 
a large percentage of revenue obtained from the operation of the cot- 
ton center is used for the benefit of the Spanish cotton textile industry. 
The use of this revenue for the benefit of the textile industry would 
tend to decrease the competitive disadvantage of cotton relative to 
other fibers. 

The representative of the Spanish Government advised that it 
might be possible to change the present procurement method of the 
revenue derived from the National Cotton Center could be replaced 
by the imposition of an import duty on raw cotton. The Spanish 
representative was advised that the United States would like to see 
a substantial reduction in the cost of cotton to Spanish mills and that 
if the mills could obtain the quality of cotton desired by them, at price 
differentials that were realistic, they would be able to obtain a larger 
quantity of suitable cotton for the same number of pesetas. 

Regarding the need of the Spanish Government for revenue, the 
U.S. Embassy in Spain advised that while there has been improve- 
ment in some sectors of the Spanish economy, the financial situation, 
particularly with respect to the balance of payments, has worsened 
considerably in the past 2 years, It is anticipated that the budget 
deficit for 1958 will be nearly 20 percent of total expenditures. 

At the request of this staff, the FAS is conducting a survey of the 
role played by foreign government or quasi-government agencies in 
the procurement of title I commodities by other countries participat- 
ing in this program. Particular emphasis is being placed upon the 
larger importing countries. Upon the completion of this survey by 
FAS, the results will be obtained by this staff and will be made avail- 
able to the committee. 


LOCAL CURRENCIES GENERATED BY TITLE I, SALPDS AGREEMENTS AND USE 
OF CURRENCIES 


A. FINANCIAL ARRANGEMENTS FOR TITLE I, PUBLIC LAW 480 TRANSACTIONS 


After the sales agreements have been entered into, the importing 
country apphes to the USDA through the Foreign Agricultural Serv- 
ice for issuance of purchase authorizations which provide for dollar 
financing of the commodity sales and specify the conditions under 
which such financing will be made available. Sales under these pur- 
chase authorizations are made by private U.S. exporters to importers 
authorized by the importing country. Public announcements are 
made when agreements are signed and purchase authorizations are 
issued, 

When authorizations are issued, the importing country designates 
certain banks in its country and in the United States to participate in 
the program. The CCC issues letters of commitment to the U.S. banks 
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in the amounts requested by the importing country. Each letter of 
commitment names the foreign bank as well as the U.S. bank and con- 
stitutes commitment by CCC to reimburse the U.S. bank for payments 
made under letters of credit for the account of the foreign bank. 

A commercial importer in the importing country buys U.S. surpluses 
from a U.S. exporter. The importer pays for the surpluses in foreign 
currencies at the foreign bank. The American exporter, however, re- 
ceives his payment in dollars from the U.S. bank. 

The U.S. bank is reimbursed by CCC. Foreign currency which paid 
for the transaction is deposited by the foreign bank to the account of 
the United States in the foreign country. The foreign currency is 
used abroad by the United States to buy strategic and critical mate- 
rials; develop new markets for U.S. agricultural commodities; procure 
military equipment, materials, facilities, and services for the common 
defense ; pay U.S. obligations abroad ; loans to private enterprises; and 
finance international educational exchange activities, textbooks, and 
libraries abroad. The currency is also used to finance the purchase of 
goods or services for other countries and is loaned or granted to im- 
porting countries for economic development purposes. 

To the extent CCC is not otherwise Seimnbuirsed by Government agen- 
cies utilizing foreign currencies accruing under title 1 transactions, 
CCC is reimbursed through appropriations for commodities disposed 
of and costs incurred under such transactions. 


B. PLANNED USES OF FOREIGN CURRENCIES GENERATED BY SALES AGREE- 
MENTS UNDER TITLE I 


Foreign currencies accruing from title I sales agreements may be 
used for a variety of purposes. Specific types of uses were established 
by section 104 of Public Law 480. The responsibility for administer- 
ing the expenditure of foreign currencies is assigned by Executive 
order to various agencies as follows: 


Authority Currency use | Responsible agency 


Agricultural-market development Department of Agriculture. 
Supplemental stockpile. ....................| Offiee of Defense Mobilization. 
Common defense__--- _..-.------.-------| International Cooperation Administration 
and Department of Defense. 

Purchase of goods for other countries........| International Cooperation Administration. 
Grants for economic development -_-- Do. 
Loans to private enterprise_______- .| Export-Import Bank of Washington. 
Payment of U.S. obligations .--| Any agency. 

.--| Loans for economic development - ...| International Cooperation Administration, 
International educational exchange Department of State. 
Books arid periodicals___ U.8. Information Agency. 
American-sponsored schools and centers a of State and U.8. Information 

gency. 


In negotiating sales agreements with foreign countries, experience 
has shown that in order to complete sales of our surplus agricultural 
commodities it is necessary for a considerable portion of the sales pro- 
ceeds to be made available under section 104(g) for financing eco 
nomic projects in the purchasing country. Such funds are made 
available on a loan basis extending over a period of years (some loans 
have been made for 40 years) rather than on a grant basis. The loans 
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are interest. bearing, usually with a lesser interest rate if repayment 
is made in dollars and a higher interest rate if repayment is made in 
foreign currency. In some few cases provision has been made for ac- 
cepting strategic materials in repayment of the loan. 

In countries having multiple rate systems, the rates of exchange be- 
tween their currencies and the dollar may differ with the purpose for 
which they areto be used. In such cases the rate at. which the purchase 
price of the commodities will be paid in foreign currency must be ne- 
gotiated to assure a rate adequate for the purpose of the United States, 
and at the same time conform to the pattern of exchange rate of the 
country concerned. In some cases, in order to make the sale, it has 
been necessary to negotiate with a foreign country at an exchange 
rate which might be less favorable than the United States would 
normally like. However, arrangements are sought which are as fa- 
vorable to the United States as possible and at the same time permit 
the purpose of the act to be furthered. 

Agreements entered into as of December 31, 1957, will, when com- 
pleted, generate the dollar equivalent of $2,300.8 million. The uses 
of foreign currencies, to be acquired through sales under title I, are set 
forth in the sales agreements, that is, the portion which will be used 
in one or more of the different sections of section 104 of Public Law 
480. This distribution has been arrived at by agreement between the 
responsible agencies having a need for the local currencies to carry 
out certain programs. In order to gain flexibility in the use of funds 
many agreements provide that a specific amount may be used under 
several section 104 programs thus permitting a later distribution ac- 
cording to the U.S. needs. There can be no redistribution of the 
amounts shown in the sales agreements to be used for section 104(g), 
loans for economic development, since this sum has been agreed to be 
loaned to the participating country at the time the sales agreement was 
negotiated. 

The following schedule shows the details of planned currency uses 
ineach foreign country as of December 31, 1957: 
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C. STATUS OF LOCAL CURRENCY ACCOUNTS 


As the commodities are sold under the title T program the foreign 
currency is deposited to the account of the U.S. disbursing officer in 
the Embassy who reports monthly on these accounts to the Depart- 
ment of the Treasury. The Department of the Treasury establishes 
and administers regulations governing the custody, deposit, and sale 
of the currencies. 

Agencies desiring to use foreign currencies apply to the Bureau 
of the Budget for an allocation of funds. An allocation does not 
constitute a transfer of funds and may be made prior to the actual 
deposit of foreign currency. An allocation merely means that funds, 
which will become available, are designated for a particular project 
and for a particular agency. Each agency must make an application 
for allocation and these applications are reviewed by the Bureau of 
the Budget in the light of discussion of possible currency uses held 
at the time of negotiation of the sales agreement, analysis of the re- 
questing agency’s program requirements in relation to available 
appropriated funds, and other possible competing uses for currency. 

Agencies cannot incur actual obligations against allocations but 
must await an apportionment of currencies by the Bureau of the 
Budget. The apportionment process is used by the Bureau of the 
Budget to permit some programs to go forward before receipt of 
total sales proceeds, to insure that total obligations for all programs 
do not exceed cash availabilities, and to permit further program review 
in the event of any changes in circumstances since the time of allo- 
cation. 

The following schedule furnishes information by country concern- 
ing the dollar equivalent value of commodities under agreement, col- 
lections of foreign currency, foreign currency transferred to the 
agency accounts and balances held by the disbursing officers in the 
foreign countries, the amounts expended by the agencies, and the 
balance on hand in the agency accounts. The information set. forth 
in this schedule is accumulative from the inception of the program 
through September 30, 1957, which is the latest compilation of data 
supplied by the various disbursing offices operating abroad. 
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The following schedule shows the amounts of foreign currencies 
(in U.S. dollar equivalent) to be generated by sales agreements entered 
into as of September 30, 1957, which have been programed under 
section 104 of Public Law 480, with a breakdown of those currencies 
available to agencies without reimbursement to the Department of 
the Treasury and those currencies available for sale by Treasury to 
dollar appropriations. The schedule also reflects the amounts dis- 
bursed by the agencies for the various programs under section 104 
as of September 30, 1957. 


Programs specified by sales agreements and amounts disbursed for programs cumu- 
lative from July 1, 1954, through Sept. 30, 195? 


[Stated in equivalent U.S. dollar value] 


Dollar value of Amounts dis- 
Programs commodities bursed by 
under agreement agencies 


CURRENCIBS AVAILABLE TO AGENCIES (WITHOUT REIMBURSEMENT TO 
TREASURY) 


104(a) Agricultural market development--- $25, 358, 170. 76 $3, 528, 561. 18 
104(b) Purchase of strategic material 7, 156, 212. ! 
104(c) Military procurement __ 243, 608, 925. 37 33, 110, 843. 72 
104(d) Purchase of goods for other countries 39, 033, 604. 4, 882, 424.19 
104(¢) Grants for multilateral trade and economic development. __ 51, 470, 000. 7, 441, 860. 48 
104(f) Payment of U.S. obligations: 
1. Congressional travel_. i ; 52, 000. 27, 596. 37 
2. Military housing 2, 340, 500 19, 019, 852. 50 
104(e) Loans for multilateraf trade and economic development | 1, 171, 731, 200. 183, 236, 470. 33 
104(h) International educational exchange 14, 096, 000. 639, 064. 38 
104(i) Translations and publications. - | 125, 000 : 
104(j) Information and education. __ 9, 021, 550. 


Total... aime , 673, 993, 162 


CURRENCIES AVAILABLE FOR SALE BY TREASURY TO DOLLAR 
APPROPRIATIONS 


104(d) Purchase of goods for other countries - - . 8, 014, 895. 83 5, 737, 738. 41 
104(f) Payment of U. S. obligations tea aye, wheaee -| 454, 488, 941. 33 | 90, 505, 461. 36 


Total_.- pt Jered ® 462, 503, 837. 16 | 96, 243, 199. 77 


Grand total alesateoieg It 2, 136, 497, 000.00 | 348, 129, 872. 9 


The schedule below shows the breakdown of foreign currencies dis- 
bursed as of September 30, 1957, by the various Government agencies 
having a responsibility for programs under title I of Public Law 480. 
The amount shown for the Department of the Treasury represents 
for the most part foreign currencies sold to other agencies for appro- 
priated dollars. 


Currencies to be made available to agencies and funds disbursed as of Sept..30, 1957 


{Stated in U.S. dollar equivalent} 


| Dollar value of Amounts dis- 
commodities | bursed by agen- 


under agreement cies 


gk so ; pore $25, 358, 170. 76 | $3, 528, 561. 18 
De -partme nt of Defer nse__ ; ae : ee 45, 949 425. 37 | 52, 130, 696. 22 
General Services Administration - ___- LI: , 156, 212. 54 |__- 
Internationat,C cooperation Administration. _- ; pee , 272, 234, 804.17 | 195, 560, 755. 00 
Department of State. . ; sis 3 ec eaeeks baka on . 148, 000. 00 | 666, 660. %5 
oe ‘partment of the Tre: asury - pe ee 32, 503, 837. 16 | 96, 243, 199. 77 
1.8. Information Agency and/ or Departme nt of State. __- : 9, 146, 550.00 |... -.-i------0--— 


— 


| 
| 
| 
| 
| 
| 
| 
| 
| 


Total_____ oe es | 2, 13 497, 000. 00 | "348, 120, 872. 92 


ae 








61. 18 


843. 72 
124. 19 
360. 48 


596. 37 
352. 50 
170. 33 
54. 38 
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p. SPECIFIC PROJECT USE OF FUNDS GENERATED THROUGH TITLE I SALES 


A number of departments and agencies of the United States Govern- 
ment have primary responsibility for administering programs using 
local currencies generated through title I sales. 

The paragraphs which follow report the accomplishments of the 
various departments and agencies with respect to the type of projects, 
their relative costs, and the benefits which the United States expects 
to derive from its participation. 

The material used in this section of the report is based upon an 
analysis of material and data furnished by the interested depart- 
ments and agencies. The departments and agencies advised that al- 
though sales of surplus agricultural commodities have been in progress 
over a period of 314 years, specific programs and projects use of cur- 
rency were late in getting started and are just now beginning to show 
some results. The necessity of completing negotiations with foreign 
governments in regard to the specific projects has contributed to this 
delay. The delay is evident by the large accumulation of local cur- 
rency deposits in foreign countries and the relatively small disburse- 
ment of funds for project use. 

It is to be noted that in discussing the project expenditures, amounts 
referred to in the text are United States dollar equivalent in local 
currency unless otherwise specified. 

1. Section 104(a), Public Law 480—Agricultural market development 

This section provides that a portion of the foreign currencies gen- 
erated by surplus commodity sales under title I of the act may be used, 
“To help develop new markets for United States agricultural com- 
modities on a mutually benefiting basis.” The Foreign Agricultural 
Service (FAS) has primary responsibility within the USDA for 
carrying out this provision of the law- 

Sales agreements signed for the beginning of the program through 
December 31, 1957, include provisions for the use of a total of $38.9 
million (1.7 percent of total planned use funds) in the area of agri- 
cultural market development. 

A market development project may be initiated by a trade group, a 
private research organization, an institution such as a land-grant 
college, an international organization, or by the USDA. Accord- 
ing to the USDA, primary emphasis is given market development. 
projects to be implemented through private United States trade groups 
since these groups are most directly concerned with and generally best 
equipped to carry out such activities. 

Among types of market development activities that are being carried 
out by USDA are international trade fairs, surveys, promotion of bet- 
ter nutrition, demonstrations, exchange of trade personnel, commodity 
or product promotion, including advertising and other market devel- 
opment techniques designed to expand export markets for U.S. agri- 
cultural commodities. 

Among factors said to be considered by the USDA in evaluating a 
proposed market development project are possibilities of the project’s 
success in terms of its contribution to increased U.S. exports, its long- 
range effect on total U.S. agricultural exports, the extent to which the 
U.S. trade group represents the commodity interest. concerned, the 
extent to which the project is in harmony with U.S. foreign trade pol- 
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icy and international obligations, the importance of the commodity 
or commodities to U.S. agriculture, and the proposed financing of the 
project, including a substantial contribution by trade groups. 

The USDA provides the guidance and foreign currencies accruin 
under Public Law 480. The cooperating U.S. groups contribute dol- 
lars and carry out the projects directly or through foreign trade 
groups. The latter cekenuls financially and provide local services. 

The FAS definitions of new markets and agricultural commodities 
and the FAS policy considerations which appear in FAS Memoran- 
dum No. 7, revised June 25, 1957, follow : 


B. DEFINITIONS.— 

1. New MarkKets.—The phrase—‘“develop new markets” is defined to in- 
clude the retention or expansion of an existing foreign market for U.S. agri- 
cultural commodities as well as development of an entirely new market. 
Market development for a particular U.S. agricultural commodity may be 
either for that U.S. commodity directly or for the commodity from all sources 
when it may be expected that U.S. exports of the commodity will benefit 
thereby. 

2. AGRICULTURAL CoMMOpITIES.—Agricultural commodities are defined in 
the broad sense to include both raw and processed commodities that originate 
on U.S. farms. For example, oranges, both fresh and processed are in- 
cluded. Agricultural commodities do not have to be in Government inven- 
tories or listed as in surplus in the United States to be eligible for section 
104(a) projects. 

C. Poricy CONSIDERATIONS.—A project will not be undertaken unless it is 
determined that the project gives promise of effective, proper, and efficient con- 
tribution to the promotion of commercial markets abroad for U.S. agricultural 
commodities. The basis for this determination will be set out in the justification 
section of the project statement. 

Where project opportunities are in excess of available funds, priority will be 
given to those projects and activities that offer the more favorable possibilities 
for developing new markets. 


Proposed projects receive clearance and approval from interested 
divisions of the USDA and are also cleared with the appropriate 
attaché who ascertains whether there are any objections to the project 
from the standpoint of the foreign policy of the United States. The 
attaché includes in his evaluation report of a proposed project an 
opinion whether the project might be objected to by the government 
or trade groups of the host country. Upon final approval and neces- 
sary signatures by the USDA copies of the project agreement are 
distributed within the USDA, to the attaché, and other interested 
parties. The trade organization (project cooperator) is then sent 
formal notification to proceed with activiation of the project. 
Periodic reports on the status of projects are made available by the 
USDA to interested United States trade groups. 

This staff learned that a total of 163 projects (summarized below) 
have been put into operation by the USDA in 28 countries since the 
enactment of Public Law 480. 
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Schedule of 104(a) projects by type and contributions beginning fiscal year 1955 
through Dec. 31, 1957 








| | Total 
Trade a 
contribution | 
Amount Percent 


Type of project | Total FAS 
number} contribution 





























Cooperative projects................-.-... ny 92 | $6, 301, 252 $2, 799, 907 $9, 101, 159 77 
PAS projects - - age oe: | 17 | 212, 038 paid 34 212, 038 2 
Trade fair projects... ss PE 29 2, 194, 072 | oatnenna-| 2,194,072 18 
General operating expense projects-._-- “=| 25 403, 860 wad 403, 860 3 
)~———————_$——————— [ 

Total__- --| 163 | 9, 111, 222 2, 799, 907 11, 911, 129 | 100 


{ 





The above projects were described generally by the FAS to this 
staff as follows: 

Cooperative projects.—This type of project. provides for foreign 
market development surveys and promotion to be carried out under a 
formal agreement between FAS and a cooperative trade or agricul- 
tural group. Such agreements describe the work to be done, method 
of execution, and financing. Agreements are entered into with groups 
which are broadly representative of U.S. commodity and agricultural 
interests. A cooperative agreement will not be entered into without 
a substantial financial contribution by the cooperator. This type of 
agreement is entered into for work in one country or in several coun- 
tries and such agreements have accounted for 77 percent of the total 
value of all section 104(a) work through December 31, 1957. 

FAS projects—Market development activity under section 104(a) 
is carried out as FAS projects in certain cases where representative 
trade and agricultural groups are either unwilling or unable to under- 
take projects. Such projects detail the work to be done, method of 
execution, and financing as in the case of cooperative projects. How- 
ever, in this case there is no financial contribution by other parties 
and work is carried out either by FAS personnel or by a contractor. 
Such projects may cover one country or several countries and to date 
have accounted for 2 percent of the total value of section 104(a) 
market development activity. 

Trade fair projects —Trade fair projects are provided for by Gov- 
ernment financing only, under which FAS organizes and manages 
exhibits; rents space; arranges for design, construction, and opera- 
tion of exhibits; and provides for transportation of exhibit material 
and travel expenses and per diem of industrial technicians and com- 
nodity specialists participating in the trade fair. Trade groups, 
however, are encouraged to participate in fairs to the maximum ex- 
tent possible and provide exhibit ideas, technical personnel, display 
materials, and, in some cases, commodities for use as samples. Such 
trade group participation is covered both by contracts and informal 
understandings. In this way there are substantial financial contribu- 
tions by participating groups which are not reflected in the project 
values indice‘ed in the preceding schedule. This type of activity is 
carried out both as independent FAS trade fair exhibits and joint 
FAS-Department of Commerce exhibits. The total trade fair at- 
tendance of overseas trade fairs in which USDA participated through 
December 31, 1957, was 17,160,506 visitors of whom 11,562,326, or 67 
percent, attended the USDA exhibits. Trade fairs have accounted for 
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18 percent of the total value of section 104(a) market development 
work to date. 

General operating expense projects —When section 104(a) market 
development. projects are undertaken in a country, ndditional funds 
are necessary in that country to support such activity. For this pur- 
pose, a general operating expense project is set up for the country 
concerned and funds are allotted to the agricultural attaché from 
time to time to meet needs. General oper: ating expense items include 
employment. of local personnel necessary to assist the attaché in 
exercising FAS supervisory responsibilities, reimbursement. to the 
Embassy for services performed such as those of the disbursing 
officer and the certifying officer, and other supporting costs. As of 
December 31, 1957, projects of this type had been undertaken in 2% 
countries. This category acc ounted for 3 percent of the total program 
cost through December 31, 1957 


A detailed schedule of the aah development activities follows: 


Summary of section 104(a) market development activity projects showing commodity 
groups, trade groups, and contributions,’ from July 1955 through Dec. 31, 1957 


United 








Cooperative projects by commodity groups and cooperators FAS States and | = Total 
(trade groups) contribution | foreign trade} amounts 
contribution | 
ahi cael wheal ipsa ctl lnc | anasto 
Livestock and meat: ow 
National Renderers’ Association... ---..--.------------ fei $177, 448 $36, 246 VAR | 
Servicio (Peru) __. \ sahil chica eedukows 13, 495 1,911 15, 406 
Peruvian National College of Aerianliare 8. 5, 997 | 6, 530 | 12, 527 
American Meat Institute. - wo wo nnn nn =- 3 =~ reo 50, 000 10, 000 ' 60, 00 
National Hide Association, National Independent Meat 
Packers’ Association, and We estern States Meat P: oe } 
Association _ . : 8, 511 1,000 | 9, 511 
Fats and oils: 
American Soybean Association._._..............-.-.----- 377, 465 45, 025 | 422, 400 
Soybean Council of America-- asa ee Be ms anna ons Regal te okt 105, 080 | 79, 524 | 134, 604 
Fruits and vegetables: | 
California Raisin Advisory Board.................. Geaied 25, 000 | 1, 250 2h, 250 
California Prune Advisory Board-_____--------..--------- | 25,000 | 40.000 | 65,000 
Florida Citrus Commission_---- Si Sear enaenieeot 25, 000 44, 820 69, 820 
Sg OOM ACV TORT 8. ns s- i cecnosenaescsseess | 1,620 | 3, 600 5,220) 
train and feeds: 
Oregon Wheat Growers’ League_-_- : at 792, 051 176, 989 | 969, 040 
Millers’ National Federation perce ceuas 76, 478 7, 500 | 84, 178 
Department of Agriculture, Nebraska. Paes 28, 485 | 14, 700 | 38, 185 
Michigan State University .--...----.-..----------------- | 43, 161 7, 350 | 50, 511 
Western Bean Dealers_- | 5, 598 | 5, 000 | 10, 58 
Oregon Wheat Growers’ League and Millers” National | | 
Federation____- ti 119, 258 | 7, 500 126, 758 
Nebraska Wheat Growers’ Association____- aes’ 38, 037 | 17, 500 | 55, 587 
U.S. Rice Export Development Association, Inc 16, 246 | 1, 500 17,74 
Nebraska Wheat Growers’ Association and Millers’ | m 
N ations al Federation _- 127, 549 | 7,000 | 134, 549 
Cotton: National Cotton Council and Cotton Council Inter- 
nation: ‘ ba pene Soe Ai od eee le 2,388,014 | 1, 904, 480 4, 202, 404 
Dairy and poultry: | | | Wie e 
Institute of American Poultry Industries___..........---- | 351, 965 | 18, 495 370, 460 
Dairy Society, International......................-..-----| 417, 653 50, 860 468, 515 
Holstein-Friesian Association of America____.__-----------| 6, 321 9, 000 15, 321 
Peruvian National College of Agriculture- paret 4 abet 5, 997 6, 530 12, 52 
Servicio (Ecuador)................---..... ieee a 8, 572 7, 000 15, 572 
Escritorio Technico de Agricultura Se eee nas 8, 642 | 8, 460 17, 102 
Purebred Dairy Cattle Association Te aS : J 885 | 2, 500 3. 385 
Brown Swiss Cattle Breeder’s Association... ....... 670 | 1, 500 2,170 
Tobacco: Leaf Tobacco Exporters’ Association, Inc., Tobacco 
Associates, Inc., and Burley Export Association, Inc__-- | 1, 055, 854 | 276, 137 1, 331, 991 
FAS projects eats : = 212, 038 : 212 » 38 
Trade fairs projects 2._...._- Me we ST 2, 194, 072 2, 194, 072 
General operating expense projects ae 403, 860 |... 403, 860 
i sig ieitaliticncademeaalsto oS ee cee 
Sa iara cen cbt damn Al wp dod ites chncdacisnenees | 9,111,222} 2,700,907, 11, 011,12 





1 Based upon operating records subject to adjustment upon final accounting. Foreign currencies | included 
have been converted to dollars at appropriate exehange rates, generally U Treasury selling rates, at the 
time obligations or authorizations made 

2 Does not include trade group contributions to trade fair activities made subsequent to trade fair projects 
being approved. 
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The FAS described to this staff the following as market: develop- 
ment accomplishments and activities in the seven commodity groups: 

Livestock and meat.—Markets for U.S. breeding cattle and meat in- 
dustry byproducts are being developed in foreign lands, Visits to 
Japan by U.S. tallow representatives removed difficult trading prob- 
lems and increased exports. A followup advertising campaign is 
helping to sell more soap products made from American tallow, 

Several substantial sales of U.S. breeding cattle to Latin American 
buyers have resulted from introduction of U.S. animals to that region. 

Fats and oils—Market development surveys and promotion of soy- 
beans and products have been undertaken by two U.S. trade associa- 
tions. In Japan, increased consumption of both soybean food products 
and oil is the goal of advertising, trade fair exhibits, and research. 
Much has been done to improve the quality and acceptability of soy- 
beans arriving in Japan. Projects in Italy and Spain promote U.S. 
soybean oil and meal. 

‘Soybeans have rapidly become an important crop and export com- 
modity for the United States. They provide an unusually valuable 
source of protein for man and animal. Foreign market development 
iscontributing to U.S, ability to market its soybean production in pro- 
tein-deficient countries abroad. 

Fruits and vegetables —Market surveys and promotional advertis- 
ing have been undertaken in Europe, especially in West Germany, by 
four U.S. fruit trade groups in cooperation with the USDA. News- 
paper advertising together with consumer buying research has pro- 
moted California prunes in West Germany. Raisins are being ad- 
vertised similarly. A survey in Europe shows considerable oppor- 
tunity for sales of cling peaches. 

As economic conditions improve, opportunities arise to sell Ameri- 
can fruit abroad. To _ U.S. exporters seize such opportunities, the 
USDA and the fruit trade are distributing a 48-page booklet, printed 
in color to fruit importing countries. The booklet describes and il- 
lustrates available fresh, dried, and canned fruits, as well as tree nuts. 

Grains and feed.—The USDA and six U.S. trade associations are 
developing export markets for wheat, wheat flour, rice, and edible dry 
beans, 

In Japan, nationwide campaigns are teaching housewives, school- 
children nutritionists, and bakers about wheat producers. Per capita 
wheat consumption in Japan is rising. Such activities are being ex- 
tended to southeast Asia and India, . Vists to U.S. midcontinent wheat 
areas by Italian and Greek millers and buying officials are being made 
to create a better understanding of the uses of Hard Red Winter 
Wheat. 

In Colombia, local bakery and paste industries groups are cooper- 
ating with U.S. flour trade groups in promoting greater use of wheat 
flour, 

_ Representatives of U.S. rice and dry edible beans trades are estab- 
lishing trade contacts and surveying markets in Latin America. 

_Cotton.—Under cooperative agreements between the USDA and the 
Cotton Council International, promotional activities in nine coun- 
‘ries are helping to increase consumer use of cotton. Local organi- 
zations in these countries work actively with the council and pay half 
of the costs. Emphasis has been placed on fashion appeal, durability, 
launderability, freshness, colorfastness, and other characteristics of 
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cotton fabrics. Methods used have included advertising cam aigns, 
publicity, merchandising training, public appearances by the girl 
selected as the annual “U.S. Maid of Cotton,” fashion shows, and 
other means. 

Concurrently, American technologists are working with foreign 
spinners to show them how to adopt equipment and methods to take 
advantage of the desirable spinning quality of U.S. cotton. - 

These programs not only are helping cotton to hold its own in the 
face of increasing competition from manmade fibers, but also are ex- 
panding the total world demand for this natural fiber. 

Dairy and poultry—Dairy products and dairy cattle have been 
featured in international trade fairs and in market development proj- 
ects carried out by three dairy trade groups cooperating with the 
USDA. 

In Thailand, nutritional education and the distribution of samples 
of recombined milk products among schoolchildren and Government 
workers have helped to develop a market for U.S. dry milk powder 
and anhydrous butterfat. Sanitation education and nutrition train- 
ing in Colombia are encouraging consumer acceptance of dairy 
products. 

U.S. herd associations and the USDA are acquainting Latin Amer- 
ican buyers with the merits of our breeding cattle. 

Market surveys in Europe and South America by U.S. trade 
associations point to opportunities for increasing foreign consump- 
tion of our table eggs, hatching eggs, chicks, and frozen eviscerated 
poultry. 

In West Germany, promotional effort is acquainting importers, 
shopkeepers, and housewives with this country’s ready-to-cook 
poultry. 

Through sampling, visitors to international trade fairs have become 
acquainted with fresh-roasted U.S. chicken and turkey. U.S. hatch- 
ing eggs have been featured in displays. 

Tobacco.—Three U.S. tobacco trade groups are cooperating with 
the USDA to promote sales of tobacco to Asia and Europe. Ke 
officials of the tobacco trade from Finland, Austria, France, Thailand, 
Japan, and Korea have been brought to the United States to study 
American processing and marketing methods. Market analysis studies 
have been undertaken in Spain, Italy, and Pakistan. Promotional 
advertising in Japan has increased consumption of tobacco products 
containing U.S. leaf. 

The several types of market development projects undertaken for 
tobacco are helping to acquaint foreign buyers with the merits of 
American leaf. 

2. ‘Section 104(b)—Purchase of strategic materials 

Responsibility for the purchase of strategic and critical materials 
under section 104(b) is delegated to the Office of Defense Mobilization 
(ODM). Local currencies have been earmarked by the inten 
Staff Committee on Surplus Agricultural Commodities (ISC) to 
ODM on a nonreimbursable basis for purchase of materials for a sup- 
plemental stockpile. However, no actual purchases have been made 
and there are no current. plans for such purchases. An official of 
ODM advised that generally Public Law 480 funds are available in 
countries in poor economic condition. These countries may have 
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materials which we need for our strategic stockpile, but they are 
usually unwilling to sell such strategically important materials for 
Jocal currency when they could sell these same materials for hard cur- 
rency. On the other hand, some of these countries have materials 
which are included in our stockpile which they are willing to sell for 
local currency. However, the quality of the material is generally poor 
and of a type which the United States has in adequate supply. 

Factors relating to the U.S. Public Law 480 agreement with India 
illustrate this point. There is a clause in the agreement with India 
which permits the purchase of strategic materials with Public Law 
480 funds. None of these funds have been earmarked for this pur- 
pose. The U.S. Government is currently using dollars to purchase 
high-grade mica from India for our stockpile. “India is unwilling to 
sell this high-grade mica for local currency but is willing to sell a 
low-grade mica for local currency. However, we have no need for 
this low-grade mica. 

The case of Italy illustrates still another example of the problems 
encountered in purchasing material for our stockpile with Public 
Law 480 funds. The staff was advised that funds had been ear- 
marked in Italy for the purchase of acid-grad fluorspar. Fluorspar 
became available in Italy, at least in part, because the Economic 
Cooperation Administration had assisted Italy in expanding its fluor- 
spar production capacity. Stockpile inventories in the United States 
for acid-grade fluorspar are currently filled and there is pressure from 
local suppliers to make purchases of fluorspar in the United States. 
As a result, there is little likelihood of purchase of this material in 
Italy with Public Law 480 funds. 

A number of factors have contributed to the inactivity in this 
phase of the Public Law 480 program. The fact that there is no 
provision for reimbursement by ODM to CCC has created a re- 
luctance on the part of the USDA to agree to the use of funds for 
this purpose. Available local currency is generally needed for more 
immediate and essential purposes. In some countries, it is the de- 
termination of the Department of State and the ICA that sales of 
this type would have an adverse effect. on the economy of the coun- 
try involved. 

Some countries having Public Law 480 currency are located so 
near to the Iron Curtain that no purchases of strategic materials are 
made to avoid having such transactions considered as unfriendly 
acts. Purchase of strategic materials through the use of Public Law 
480 funds might involve the payment of a premium price for the 
strategic material involved since these Public Law 480 commodities 
are sold at an accepted foreign government rate which is frequently 
below the world market. This generates a fear that such premium 
payments would result in diversion of materials from normal chan- 
nels. In addition, the staff was advised by an official of ODM that 
barter procedures for the purchase of stockpile materials are gen- 
erally preferred as such procedures result in the movement of more 
agricultural products. 

Fom the inception of the program, through December 31, 1957, a 
total of $7.2 million has been earmarked by ISC for the purchase 
of strategic materials; however, $5.2 million of this amount is being 
made available for other U.S. uses. Currently, $2 million is ear- 
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marked for purchase of strategic materials from Indonesia. How- 
ever, ODM is not planning to make any purchases under the act and 
it is anticipated that the money earmarked for Indonesia will also 
be made available for other U.S. uses. The staff was advised that 
QDM would consider making purchases under this section only as 
an expedient to further U.S. foreign policy or to salvage funds which 
would otherwise be lost to the United States. 

3. Section 104(¢e)—Military procurement 

The Department of Defense (DOD) has been delegated respon- 
sibility for procurement of military equipment, materials, facilities, 
and services for the common defense under section 104(c). Funds 
are provided on a nonreimbursable basis. From the inception of the 
Public Law 480 program through December 31, 1957, $249.48 million, 
or 11 percent, of the funds to be generated through Public Law 
180 agreements had been earmarked by ISC for the purposes cov- 
ered under this section. 

Administrative responsibility for this program has been, in part, 
delegated by DOD to the ICA. DOD plans to administer directly 
$66.18 million and it plans to reallocate to ICA $183.3 million. 
Though administration of funds is handled separately by DOD and 
ICA, most programs utilizing these funds require concurrence of 
both agencies. 

DOD utilizes funds for such projects as airfields, oil lines, and con- 
struction of port facilities. Direct support of a foreign country’s 
defense budget is provided through ICA. The amount of this de- 
fense support is based upon the U.S. Government estimate of the de- 
fense needs of a particular country. Public Law 480 funds are used 
to assist the local country in achieving the level of defense believed 
desirable by the United States. 

Of the $249.48 million earmarked to DOD from the inception of 
the program, $177.3 million has been allocated as outlined in the 
following table: 


{In millions} 





































As this table indicates, the bulk of the funds provided for under 
this section will be used in Korea, Pakistan, and Yugoslavia. 
projects are as follows : 

Bolivia $20,000 is planned for supplemental financing of the 
Inter-American Geodetic Survey projects. 





Through December 1957 
Countries = accent 

Earmarked Allocated 

PN cae ddo neta Pilea a bbe Sire aees 60. 08 |. .......shee 
eA pe erg aie 2.0 $2.0 
Chile __- See tee Adee ng eked ldelgkeiei= Sesto nteida snd aug need 7 = 
OColombis......-..... Ec . 06 7 
Tran ae 5.9 5. 
NS ice ces ckaecen ee Re 66. 1 48,9 
Pakistan _- 79.3 57.7 
Peru Se Sadia -% l 
NI eee og a Ps ae ee de haan idnmamomnanekek Gabe nbasae 23 oseenns 
Taiwan... 4.9 | 4.9 
a a I a a 88.9 | 57.7 
ND Bo OS Ee eho a he ed oi ie 249. 48 | 177.3 
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Brazil —$2 million has been earmarked. No specific projects have 
been determined. 

Chile—Approximately $100,000 in Chilean pesos have been allo- 
cated and apportioned as a grant to be used to help finance Inter- 
American Geodetic Survey mapping projects in Chile. 

Colombia.—$60,000 will be used to help finance the Inter-American 
Geodetic Survey mapping projects. 

Iran.—Of the $5.9 million allocated to DOD, $2.5 million has been 
reallocated to ICA to be administered as a grant to the Iranian Gov- 
ernment for procurement of a specified list of military items, including 
food and other items. 

Korea —Of the $48.9 million allocated to DOD, $48.8 million has 
been reallocated by Defense to ICA to provide a defense-support grant 
to the Korean Government. 

Pakistan.—Approximately $27 million of the $57.7 million allocated 
is being used for procurement relating to base construction in fiscal 
years 1956, 1957, and 1958 by the U.S. Army Engineers, and $17.6 
million has been suballocated to ICA for transfer to the Pakistan Gov- 
ernment to meet defense support requirements. It is expected that 
the balance of $13.1 million will be used by DOD in the fiscal year 1959 
construction program. 

Peru—Approximately $100,000 in Peruvian soles have been allo- 
cated to DOD as a grant to be used to help finance Inter-American 
Geodetic Survey mapping projects in Peru. 

Philip pines.—$2.1 million has been earmarked but no specific proj- 
ects have been determined. 

Taiwan.—The total of $4.9 million equivalent in Taiwan dollars has 
been allocated directly to ICA for defense support. These funds are 
to be used on various projects including petroleum pipelines, drydock 
pier, construction of ammunition depot and powder plant, and naval 
medical research unit. 

Yugoslavia—The total amount allocated to date, $57.7 million 
equivalent, will be granted by ICA to the Yugoslavian Government as 
defense-support funds for the purpose of reconstructing the Adriatic 
Highway (known as Jadranski Put). 

In regard to the military support items, the staff learned that in 
order to provide safeguards to insure that U.S. Government interests 
ire protected in the utilization of these funds, the military assistance 
alvisory group assumes responsibility for determining that the 
moneys are spent. for the items for which they are intended, ICA 
assumes responsibility for postaudit and fiscal accounting. 


4. Section 104(d)—Purchase of goods for other countries 


The ICA has been delegated the responsibility for the purchase of 
soods for other countries under section 104(d). From the inception 
of this program through December 31, 1957, $42.8 million or approxi- 
mately 2 percent. of the funds provided for in Public Law 480 sales 
igreements have been earmarked for this purpose. In some cases, 
‘tech as Austria, France, Italy, and Japan, specific amounts are called 
orn the agreements. In other cases, as for example, Finland and 
ndia, language is used to permit use under this section but no specific 
mount is set forth. 


33913—59—pt. 3——23 
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Through December 31, 1957, ICA had developed plans for using 
$29.6 million in Public Law 480 funds. ICA advised the staff that I 
programs for the use of the balance of the funds earmarked for this 
purpose are being negotiated. The following table sets forth the ’ 
countries in which the Public Law 480 funds are available and the 
countries for which purchases were programed. ' 

Section 104(d) program as of Dec. 31, 1957 ‘ 
1 
[Million dollars equivalent] . 
Sales proceeds: Purchases programed: I 
RMN es Fas $3. Burma... .<-Sshcie Woe ee 
ee 3 50 tg EA Te, 8 AOU Sy. osu, winin rninten beni 
RE iene een SE SOs 58s eee 1.4 
NN a os aes itch Sieahiatc egies 5.0 | J 
5 2 enim: 6 E Tere hel eee 5. 6 
ween ies Temes. | 5 ACIIONE ( .7345 Sse. Gwent eee 2.5 
- Pak etan ngs 5 xpi deamon 1.4 
Total... SN 42.8 aynksu [elandse onncomencmel 3.5 J 
RUIN a cesar t 
Taiwan. 6... le a I 
Winilan@c ek k eae 14 
Vietne 6. oe ea t 
OI aa algae elk eee 5 
Sales proceeds in the above table are carried at the deposit rate called |v 
for in the sales agreement. The program figures reflect current rate} § 
of exchange for exports. This fact results in a drop in value of the} 1 
program column of $3.4 million based on sales proceeds figures. The} | 
program value based on sales proceeds figures would be $33 million | t 
rather than $29.6 million as set out above. ( 

The staff learned that it is not ICA policy to make advance commit 
ments either to use these funds for the purchase of a specific com- | ( 
modity or to make such purchase from a specific country. ICA} 2 
advised that standards for transactions conform as closely as possible | ¢ 
to commercial practices. ‘These standards are designed to avoid undue | = 
disruption of normal trade patterns and to assure that purchases are 
made at competitive prices. a 

The example of Austria illustrates the type of activity engaged in | 2 
under this section. Public Law 480 currencies in the amount of $3.1 : 
million have been earmarked for purchases under this section. Of | 4 
this amount, $2 million has been programed for the purchase of | ° 
fertilizer for use in Spain. The balance of $1.1 million has been 
programed for the purchase of steel rails also to be used in Spain | * 
Since devaluation has not affected these figures, sales agreement and } 
current exchange rate values are the same. : 

In the case of Finland, $13 million has been earmarked for pu | ® 
chases under this section. There has been a loss of exchange value} 
of $3.4 million. The balance, $9.6 million, has been programed. One} “ 
million dollars has been provided to purchase paper for Korea and the , 
rest, $8.6 million, is programed to finance the purchase of ships for} * 
Ceylon, India, Indonesia, Pakistan, and Thailand. 

¥ . . ‘ f 

§. Section 104(e)—Grants for multilateral trade and economic t- t 
velopment 

0¢ 






Administrative handling of grants for multilateral trade and eco 
nomic development has been delegated by Executive order to the ICA. 
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Funds for such purposes are made available on a nonreimbursable 
basis under section 104(e). 

Through December 31, 1957, $61.5 million had been earmarked for 
this program : $7.5 million for Greece and $54 million for India. 

In Greece the funds earmarked for this purpose have been used to 
assist the Greek Government in repairing earthquake damage, prin- 
cipally that related to the earthquake of April 1955. Damage in- 
volved 94 communities. ‘There were 7,618 buildings completely de- 
stroyed and 16,277 partially destroyed. Total disbursements on this 
project have been nearly $7.5 million. 

Although $54 million of Public Law 480 funds have been earmarked 
for purposes under this section to India, no actual program has been 
worked out and none of the funds have been utilized. 

6. Section 104(e)—Loans to private enterprise 

Public Law 128, 85th Congress, (the Cooley amendment), approved 
August 13, 1957, amended section 104(e) of Public Law 480 to provide 
that up to 25 percent of foreign currencies generated under each title 
Jagreement shall be made available for loans to private business firms 
through the Export-Import Bank of Washington (the Bank). 

Since passage of the Cooley amendment, sales agreements have been 
signed to generate $35.7 million in foreign currency for loans to pri- 
vate enterprise. ‘The countries and amounts involved are France, 
$0.6 million; Greece, $2.9 million; Israel, $8.7 million; Mexico, $7.1 
million and Pakistan, $16.4 million. Twenty-five percent of the sales 
proceeds under the agreements with France, Israel, Mexico, and Pakis- 
tan, and 15 percent of the sales proceeds under the agreement with 
Greece will be made available for section 104(e) loans. 

Under the Cooley amendment, the generated funds may be loaned 
(1) to U.S. firms or their branches, subsidiaries, or affiliates for busi- 
ness development and trade expansion in the foreign country, or (2) 
toeither U. S. firms or firms of the foreign country for expanding 
markets for and consumption of U.S. agricultural products abroad. 

The act requires that the loans be mutually agreeable to the Bank 
and the interested foreign government. The act prohibits loans for the 
manufacture of products to be exported to the United States in com- 
petition with products produced in the United States, or for the manu- 
lacture or production of commodities “to be marketed in competition 
with U.S. agricultural commodities or the products thereof.” 

Inquiry by this staff at the Export-Import Bank of Washington 
revealed that the currencies available for lending are known when the 
commodity sales agreements under which the funds arise are announced 
bythe USDA. The Bank will accept applications for loans at the time 
of announcements by the USDA that it has made commodity sales 
agreements. Since the Cooley amendment was passed approximately 
275 inquiries concerning various aspects of these loans have been re- 
ceived. The applications for loans are accepted at the Bank or the U.S. 
Embassy in the foreign country. The loans will be made and will be re- 
payable in the foreign currency. They will be made for any purpose 

elieved by the Bank to be consistent with the general objective of 
the legislation, which is to encourage the export of U.S. agricultural 
commodities. 

An official of the Bank stated it contemplates making loans to foreign 
‘country firms only when the loans will definitely have a bearing on 
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the increased use of U.S. agricultural commodities. American firms} h 
abroad will be considered for loans first on the basis of those which will | ti 
result in an increased usage of U.S. agricultural commodities, and 
thereafter, provided funds are available, on other basis 2 4 
The maturities will correspond to those used in the Bank’s dollar} “ 
loans to private borrowers. In other words, the Bank will consider 
the loans as private-industry-type loans and not as Government long. 
term-type loans. The loans are expected to be for periods of approxi- 
mately 7, 8,9, or 10 years, depending upon the loan agreement reached 
and the interest rates to be similar to those charged for comparable 
loans in the foreign country. Li 
Funds will not accrue to the Bank for the purpose of section 104(e) | 1; 
loans until payment is received or the transaction authorized by the | ™ 
commodity sales agreement and the Bank will not authorize loans until 
it is in the receipt of such funds. The Bank will not enter any loan | - 
agreement without the consent and approval of the foreign government | 
of the country where the borrower is located. It has not reached the | » 
point of asking the Bureau of the Budget for a release of funds. 
The Bank does not intend to accept mortgages for these loans, as 
it believes there will be problems of foreclosure and disposal of the 


| 


property in the foreign country should the borrower default. The 
Bank feels that if it accepted mortgages there may be possible political |“ 
connotations inferred should the American Government, in effect, | > 


have to foreclose on property located in a foreign country. There 
fore, it expects to make section 104(e) loans on the basis of an exami- 


. + . . a, s . * e 
nation of applicants’ financial condition and the economic conditions ' 
of the country involved in order to select applicants who appear to ) 

= . 2 ‘ 
be the most sound. In the event there is any default on the part ofa ; 


borrower, the Bank contemplates enlisting the aid of the foreign bank 7 
being used as an agency bank. 

The Bank also intends to rely on the U.S. embassies or missions in 
foreign countries for information concerning prospective borrowers. 
To date the Bank has been using its regular staff for Cooley amen¢- 
ment work and therefore has not hired additional personnel for ad- 


ministrative purposes; however, it expects that in the future it will , 
have to hire personnel to assist in the administration of this act, t 


especially in the foreign countries. An official of the Bank said it 
has been suggested to the Bureau of the Budget, which has concurred, d 
that provisions be made in the Appropriation Act for the Bank to use 
some of the generated funds for its administrative purposes in the 
foreign countries involved. The official said the Bank feels that this 
will be more desirable than paying for the administration of the act 
out of appropriated dollars. 1 
During the year 1957 the Bank issued explanatory statements (pres I 
releases) on October 30, 1957, Mexico: November 15, 1957, Israel; ( 
November 20, 1957, Pakistan; and December 24, 1957, Greece; in coD- 
nection with commodity sales agreements concluded by the USDA 
with the named countries. ] 
There have been no loans made by the Bank as of January 16, 1958 
All applications for loans under section 104(e) as of January 16, 1958, 


have been from firms located in Mexico. The amount to become avail: 
able for loans in Mexico are $7.1 million; however, the application ' 


from Mexico total $23.1 million. The Bank therefore believes it may 
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| firms | have tomake some of the loans on an allocation basis assuming applica- 
ch will | tions in excess of $7.1 million are acceptable, 
S, and | A summary of the applications received from Mexico follows: 


























loll | Applications received by Export-Import Bank for loans to private enterprises in 
C 0 ar | Mexico under section 104(e) as of Jan. 16, 1958 
nsider| oe ee a eee eee. ot) ee ee ee z ve 
long- | Number of | Amonnt ree U.S. dollar 
)proxi- Classification of applicant as to type of business applications | questedin | equivalent! 
pesos 
ee > vee 
arable | | | 
aLanie Heavy ind'istry and mining. ._- ee ee re 9 | 126,837,500 | $10,155, 124 
Light ind"stry 4} 16,250, 000 1, 301, 041 
Agricultural products 6 | 80, 700, 000 6. 461, 169 
104(e) Trade. ‘ 3 | 14, 750, 000 | 1, 180, 945 
wer... 2 50, 000, 000 | 4, 003, 204 
° ete 94 | 9R@ RA7 EM | 9 
S until Total. s 24 288, 537, 500 23.101, 481 
¥. loan eae es ae ss ee 9 ee ee 
2.49 pesos to $1. 
nment | : 


ed the | 7. Section 104(f)—Payment of U.S. obligations 


S. 
ata The Department of the Treasury has responsibility for custody and 
of the | stle of local currencies used for payment of U.S. obligations abroad. 


The | Reimbursement must be made by the agencies using these funds un- 
sTitical less a waiver is granted. The act stipulates that a minimum of 10 
effect, | percent of the proceeds of commodity sales be used in this manner. 
yn Through December 31, 1957, $573 million, or 25 percent of the funds 
to be generated by sales agreements made prior r to that d: ate, had been 


eXAMml- 
Aitions earmarked for this purpose. Not all of these funds will be used for 
oni the payment of U.S. obligations abroad. A number of agreements 


rt ofa | Contain a combined total for several currency uses, and although these 
n bank | funds are earmarked under section 104(f), they may be used for pur- 
poses under other sections of the act. Also in some countries funds 
available under this section are accumulating at a rate which is in 


ions in 

owers, | &Xcess of anticipated needs, 

and. | U.S. agencies requiring local currency for payment of obligations 

‘or ad- abroad purchase the local currency w ith appropriated dollars. Pur- 
c 


+ will chases are made from the U.S. Treasury through the disbursing officer 
inthe Embassy. The dollars derived from these sales are credited to 


said the CCC. Through December 31, 1957, the Department of the Treas- 
one ury had been authorized to sell $180 million in foreign currencies un- 
ain der this section. These funds could be used for any purpose for 
in the which ap propr iated dollars were available. As of November 30, 1! 957, 


at this | * total of $116.6 million had been disbursed to CCC by the Depart- 


the act | Ment of the Treasury as a result of these sales. 

Military housing —A portion of the funds available under section 
(pres 104(f) has been earmarked to the DOD for military housing. Public 
Israel; Law 765, 83d Congress, Public Law 161 and Public Law 968, 84th 


7. COR Congress, authorized the use of up to $250 million in local currency 
USDA coated by title I, Public Law 480, sales or other transactions of 

CCC for construction, rent, or procurement of U.S. military family 
housing and related community facilities in foreign countries. 


3, 1958. 

5” 1958, This legislation provides that CCC shall be reimbursed from appro- 
avail priations available to the DOD for the payment of quarters allow- 
cations | *2ces to the extent that the housing is occupied. Both the basic quar- 


fers allowances and the added station allowances, if any, are used in 


it may 
calculating the rate of payment. 
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Arrangements with CCC for repayment by the DOD are made on 
a worldwide basis. These arrangements provide that payment to 
OCC will continue to be made from quarters allowances on any homes 
built by Public Law 480 funds, and being used by the DOD, as long 
as there is any indebtedness on any homes so provided. This arrange- 
ment protects CCC against losses which might result from a shift of 
defense personnel. 

The DOD deducts maintenance and operation costs from the quar- 
ters allowances and uses the difference to pay off its indebtedness to 
CCC. It is estimated that it will generally require 15 to 20 years to 
liquidate the indebtedness on any particular construction project. 

The USDA finds certain features of this arrangement objectionable. 
In the first place, CCC’s capital is tied up over a long period of time, 
In the second place, no interest payment is made by the DOD to CCC 
for the utilization of CCC funds. In the third place, since mainte- 
nance and operation costs are deducted from the amounts available 
from quarters allowances and these amounts are flexible, no definite 
schedule of repayment is possible. 

The following table sets forth the tentative earmarking and alloca- 
tion of local currency for military family housing: 


{In millions] 


Through December 1947 


| | 
Earmarked | Allocated 







Pf Ee ee eee ae 





Finland 7:0 bene soe 
Italy ss Sa ae Z diaacoklckes 13.0 | 17 
LU ae ‘ 5 24.8 | 17.0 
Philippines s nee ea 3.<. 

es ee Pe aacgubbnuladanbeed Sanpikineanaet 1.5 |...<encceme 
Se Sr ee Te Se tira ae eee 16.9 14.6 
SRI IIINCREN 3) AE 0 reads, cid esas cdl pices anes de 33.4 | 7.2 


a ak el 


In the United Kingdom a total of $15 million has been used to 
construct 1,500 houses which are completed and occupied. In addi- 
tion, the DOD proposes to use $12.2 million to construct 960 housing 
units and two schools. It is contemplated that the balance of the 
amount earmarked ($6.2 million) for the United Kingdom will be used 
to build 307 housing units, 9 schools, and 3 chapels. 

The staff was advised that in Italy the DOD is prepared to request 
bids for 619 houses, and $7.7 million has been allocated for this 
purpose. 

In Spain, the DOD has contracted for the use of 1,581 houses which 
are under construction in three separate locations for Air Force per- 
sonnel. It is proposed to lease these quarters on completion, using 7 
percent of foreign currency generated by sales under Public Law 480 
and 25 percent U.S. dollars. Using this formula, the Air Force 
plans to make advance payments for 7-year leases on these housing 
units. It is estimated that this will require $6,386,964 in Public Law 
480 fimds. The DOD expects that maintenance and operation costs 
will average $27 a unit per month. The average quarters allowance }s 
computed at $92.50. This will allow an estimated $65.50 a unit per 
month available for repayment to CCC. 
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Although no military housing is planned for Austria and Finland, 
the DOD does plan to use Public Law 480 funds available in those 
countries for the purchase of housing materials for construction in 
other foreign countries. 

For example, the Austrian Government has agreed to the use of the 
$6.4 million in Public Law 480 funds allocated to provide materials for 
500 houses to be built in Morocco. Negotiations are being carried on 
with the successful bidder on this project. 

In Finland, agreement has been reached in principle for the use 
of approximately $4 million in Public Law 480 funds to provide ma- 
terials for 330 homes to be constructed in Morocco. 

Officials of the DOD advised that of the $72.9 million allocated to 
construct 5,600 housing units, 2,300 are completed and occupied—1,500 
inthe United Kingdom and 800 in Japan. 


8. Section 104(qg)—Loans for trade and economic development 

Responsibility for handling funds for multilateral trade and eco- 
nomic development under section 104(g¢) was placed by Executive 
order with the ICA. Funds for loans to foreign governments are pro- 
vided to ICA under terms which require no reimbursement to the 
(CC. From the inception of the Public Law 480 program through 
the end of calendar year 1957, $1.252 billion, or more than 54 perc ent 
of the local currencies prov ‘ded for in sales agreements, has been ear- 
marked for such loans. 

In the past foreign governments have been expected to use some 
of the funds made available under this section for relending to private 
investors. Such reloans for private investment and development are 
sill being pressed in regard to local currencies generated under sales 
agreements made prior to fiscal year 1958. In fiscal year 1957 such 
agreements were reached with 16 countries (Austria, Bolivia. Brazil, 
Colombia. Ecuador, Greece, Iceland, India, Israel, Italy, Pakistan, 
Peru. Philinnines. Spain, Turkey, Thailand). 

At least $150 million of loan funds available to these countries, as a 
result of sales negotiated during fisenl year 1957, will be set aside 
for relending to private investors. The amounts reserved for this 
purpose are generally specified in the sales agreement but in some 
cases the foreign governments may agree to channel an unspecified 
unount into the private investment field. 

Loans to private enterprise are now made as a separate part of 
title I, Public Law 480, under section 104(e) and the portion of funds 
set aside for this purpose under section 104(g) is expected to decline. 
In fiscal vear 1957, 62 percent of the total proceeds of sales was ear- 
marked for loans under section 104(g). In the first 6 months of 
fiscal year 1958 only 40 percent was so earmarked, 

Foreign governments must agree that funds reserved for loan to 
private enterprise shall be made available on a nondiseriminatory 
basis as to interest rate and loan conditions as between their citizens, 
US. citizens, and nationals of friendly countries. It is expected that 
loans will be made on terms no less favorable than the usual terms 
of the local agencies and that these terms will be based on existing 
conditions in the money market of the foreign country and the policy 
ofits monetary authorities. Loan procedures are established by lend- 
ing agencies of the foreign governments. The U.S. operations mis- 
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sion and the U.S. diplomatic missions are in a position to advise 
American businessmen concer ning these procedures. Loan funds wil] 
not become available to foreign governments for relending to private 
investors or other development projects until they have signed Joan 
agreements with the United States. 

Loan projects involving expenditures of approximately $463 mil- 
lion in foreign currency have been approved. Some of these projects 
include relending to private enterprise, as will be done in Brazil, 
India, Italy, Israel, J apan, and other countries. Approved projects 
in Latin America, Icel: and, and other countries will provide local cur. 
rency financing for projects whose foreign exchange costs are being 
financed by the International Bank for Reconstruction and Develop. 
ment, the Export-Import Bank, and ICA. Loan funds are also being 
used to supplement public expenditures for roads, ports, and storage 
facilities and other improvements. Loan projects approved through 
December 31, 1957, are shown in the following table: 


Million 
Country dollars Description (money in millions) 
equiv- 
alent 
Austria... $16.0 Industrial projects, including electric power, iron and steel, metal processing, 
| textile industry, etc., $14.2; tourism, $1; regional development, $0.8 
Brasil...... 31.32 | Agricultural silo facilities, $4.9; extension and rehabilitation of railways, $135 
river navigation and port improvement, $2.7; metallurgical works, $3.6; cold 
storage meat plants, $0.9; electric energy production, $4.5 


117.9 Expansion of hydroelectric and power production, railway construction, expan- 
sion of iron and steel production 


Chfie......-. 4.0 eared improvement, $3.75; agricultural training center, $0.25. 

Colombia.... 10.0 Revolving loan fund for various purposes, including livestock production, farm 
to-market roads, and food storage facili 

Ecuador__-..- 6.3 Agricultural cre« dit system in tropical onaats il area, $3.1; loans to agricultural pro- 
ducers, $2; industrial development, $1; highway improvement and maintenanee, 
Si) 2 

Greece__..... | 19.9 | Extension and mo‘ernization: Road and bridges, $8.7; electrical grid, $43 
workers, low-cost housing, $1.9; small community works, including access roads 

mm... ate: or it 1s tillations, and range control, $6. 

Teeland__..- 2.2 Hydroleectrice plant 

Ll ee 55.0 | Losns through Ref nance Corp. of India to private industry 

MIE ec 36.8 | Irrigation, well-drilling, and agricultural development, $11.4; agricultural settle 


ments (construction of farm buil lings), $2.8; land preparation, $0.4; agricultural 
research station, $0.3; aforestation, $0.4; development of roads, $3.8; electri 
power constructio 1, $6 6; loans to hone buyers, $3; development of telephone 
| services, $21; industri 1 ox ansion, $5 9 
iccaas:: 30.0 | Industrial development iu sout! ern Italv, $14; revolving loan fund—tourist 
facilities, $8; fund for crextion of small lane downe ars, $8, 
Japan ......- 59.5 Electric power development, $50.7 7; irrigation, dr: ainage, and reclamation, $8.4; 
| | productivity center, $0.4. 
| 49.35 | Electric power development, $21.9; irrigation and land develooment, $12.7; las 
| | reclamation for industrial sites, $1.9; productivity center, $2.8; forest develop- 
ment, $2.8; industrial marketing and processing, $4.5; improvement of fishing 
port facilities, $1.9; silk center, $0.4; undetermine1, $0.5 


Paraguay-...| 2.2 Highway and bridge construction and improvement, $0.7 ; airport development, 
| | $0.2; sewerage syste, $0.7; agricultural development (primarily coffee), $0.6. 
i | 9.8 | Irrigation and 1s und development, road construction; expansion of agricultural 
| research station, and leather products production. 
Portugal...._ 3.4 | Storage facilities for hananas and cereals. ; 
Piensa) 9.0 | Reforestation and watershed control, $5.1; small irrigation projects for noneitrus 
| | fruit and vegetable production, $2.6; soil conservation, $0.3; land consolidation, 
$1. 
Total......| 462.67 | 
gle 





In regard to the above table, this tabulation includes already ap- 
proved projects within current loan agreements. Projects tentatively 
approved prior to completion of loan agreements are not included. 
The amount listed is the maximum amount allowable under the agree 
ment. The total value of the projects will be smaller if the amount 
available for loans is less than anticipated. 
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The staff was advised that to the extent possible, negotiations for 
sales of surplus commodities and negotiations for loan agreements 
under section 104(g) are carried on simultaneously. 

Terms and conditions of sales are developed in cooperation with 
the National Advisory Council on International Monetary and Fi- 
nance Problems. The loans are handled administratively for the 
United States by the Export-Import Bank, which acts as the agent 
for ICA. The loans are denominated in dollars and provision is 
made for repayment in strategic materials, services, foreign cur- 
rencies, or dollars. Loan terms provide repayment over a maximum 
40-year period and semiannual payments of interest and principal 
begin respectively 314 years and 4 years after the first disbursement. 
[f there is a default in payment the entire unpaid principal becomes 
due in dollars on demand by the Export-Import Bank. 

Due to the increase in borrowing costs of the U.S. Govern- 
ment, the interest on these local currency loans was increased by 1 per- 
cent In September 1957. Loans made as a result of sales agreements 
negotiated after 1957 require an interest rate of 4 percent if repaid in 
dollars, and 5 percent if repaid in local currency. 

From the beginning of the program through December 31, 1957, 
loan agreements had been negotiated with 20 countries in the total 
amount of $796.7 million. Of this amount, seven agreements totaling 
$145 million were negotiated in the last 6 months of calendar year 
1957. More than 60 percent of local currency funds earmarked for 
loans under section 104(g) has been covered by loan agreements, 
The loan agreements signed as of December 31, 1957, are shown in the 
following table: 


Million Million 

dollar dollar 
Country: equivalent |} Country—Continued equiualent 
pusra. 20 2cc5 cieuwtvade SBse BUM elle ont csld wlan ose 30. 0 
RE en 149. 2 ae oa ae 108. 9 
er ot ok 17.3 NRE Ss tk eS ae 13. 6 
WO A tee cits oa See 31. 7 PDR si os jas ec ec icsseaea scd 2.2 
Ce ee 10. 0 WN Ce wi ah ccs so 9.8 
ROI eB ie ere 6. 3 POrCGnel...<.ssvedusvautuc 3. 4 
OPCML age ae chat 26. 5 Mis oo tte Sok 10. 5 
aN ee Bee 2: fi PR TONING i eg 1.0 
SE ieee Den tate, gk ee 234. 1 WE AMER VIS. os S adie cing sane: 82. 7 
MRR ores Uni et ee 2.0 - oa 
ee Sree iy. et ae 39. 3 SUE tsb oe Sern dee 796. 7 


In regard to the above table, loan agreements provide for establish- 
ment of lines of credit in local currency up to the amounts listed. 
These estimates are subject to adjustment when shipments are com- 
pleted. Shortfalls in delivery of commodities and thus in the amounts 
of local currencies deposited may result in a decrease in the amounts 
which may become available for loans. The dollar equivalent value 
sed in this table is based upon deposit rates agreed upon in the sales 
agreements. 


J. Section. 104(h)—International Educational Exchange 
Responsibility for section 104(h) has been placed with the Inter- 
national Educational Exchange Service (IES) of the Department of 
State. Funds are provided on a nonreimbursable basis in support of 
educational exchange activities involving professors, teachers, students, 
ind specialists. This program is used to supplement the activities of 
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the Fulbright program under Public Law 584 of the 79th Congress, 
F rom the inception of the Public Law 480 program through December 

31,1957, a total of $23.2 million was earmarked for section 104(h), As 
of December 31, 1957, the Department of State had actually completed 
13 agreements with foreign governments providing $7.48 million in 
local currencies for new agreements and for amendments to or exten- 
sions of existing agreements under the Fulbright Act. 

After completion of a sales agreement, funds for a program are 
allocated by the Bureau of the “Budget to IES. Subsequently, an 
agreement is reached between the U.S. Government and the 
local government on the broad terms of an exchange program. A bi- 
national commission and a secretariat are established in the foreign 
country. The commission explores the needs for exchanges and sub- 
mits a program for review and approval by IES in the Department of 
State at Washington, D.C., and by the Board of Foreign Scholarships 
which has been set up under the provisions of the Fulbright Act. The 
secretariat performs administrative operations for the commission. 

Although Public Law 480 was approved on July 10, 1954, it has re- 
quired considerable time to implement the exchange program. Due 
to the binational character of the program and the time needed for 
selection, approval, and placement of the grantees, these procedures 
normally require from 18 to 24 months before a grantee actually arrives 
in his host country. Asa result, the exchange program under Public 
Law 480 barely got started in fiscal year 1956, with grants to only 2 
persons. In 1957, there were 290 grants, 841 grants have been planned 
for fiscal year 1958, and 1,300 have been proposed for fiseal year 1959. 

In implementing the exchange of persons program, foreign curren- 
cies generated by Public Law 480 may be used for the following 
purposes : 

1. Travel, tuition, books, and maintenance for American 
grantees. 

2. International and U.S. internal travel for foreign grantees. 

3. Salaries of the sect retariat and expenses of the binational 
commission. 

4. Rent for offices of the binational commission. 

5. Costs of orientation and other approved expenses incident to 
the program. 

Since no U.S. dollars are available to the binational com- 
mission, only the travel of foreign grantees can be borne by foreign 
currency. The ms jority of the foreign grantees have private-dollar 
support while in the United States; however, in some cases, dollar sup- 
port is provided to these foreign grantees from appropriated dollars. 

The following table shows the authorizations for educational ex- 
change under section 104(h) from the beginning of the program 
through December 31, 1957. 
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International educational authorizations 


[Thousand dollar equivalent] 


ee 


| Executive agreements 














Country 
| Authorized | Concluded 
———____——_- -~—— — cence 
Argentina. .-----------------------------------++------++-+-----------+--------- | $600 | $600 
Bolivia... ..------------ +o enon nnn en nn enn en en ene ween nn enn soccer anne SEe t..ckoteekdwanes 
Brasil. .. nnn nnn ncnecennn cece en wes cece neces eccnncccesncscccssececcessnce 980 980 
CMB on nnn ncn cc ccd ccnnesnccccsscnccwesccncsannteencesasenesasesedsgeaeses 1, 250 500 
Ciine (TRIED) 5. nccec sence cqesacncnnuncccccneseyeucebocsetencqoessteosendecs 750 750 
CARRIE... nn noc cnn acccncacccccccsces es cccpeccccesenesuceseccnssecsesscusons | 500 500 
BROOD... no concn cccecececocccesescnsscceranae nase 4adsasccenuqseseseacacess 300 300 
BI 360-secenenene Diss heehee kas qs—sde¥edCanpumasaneerenpneninneedones PONE cceetereects 
RN. ci ven ces cnet ndanhtcbboneswetdasscehonmehupessedhsenbannstetecess 250 250 
Es ccc hccsb cen ednbhbeddcossnanensaggaceuchuashasadhbeteeuabeenaeecashes SE cdcipuins banaue 
a ee en ee ee | CR bc cncedcnncne 
Dn... Uc cndececdugsbancdedédenats—s dnadeudsnseateLChussorensad= sommes dt, ee 

BN cine che onvndi cdihpanvcieabade DhNSbesbebeababsebeenmnendapencepenadnas | 750 750 
Japan. ....---.----------- 2 on nn on on ne ene en ee nnn ene enn eee e nae e-e ROOD loxcotacghncsin 
TS i ianeiuimodnedsducusdyuveddéeodonnbbeweddneasababddeteeebessoubeenuenn SOM {i cssnccesptnda 
BE os ces couch an tuned tesbhesseknnseqinennaeeeeeennaenesenebewnes= 1, 050 1,050 
PREY on cn cncnnucncdacencapesnata ceesnannscencetonsaSbhncdensdeebadiusan | 150 150 
i. . cuncbniaew damaeUsankdee deenemblladseqedsedeebeseeSedngrenieesenye 500 500 
NG nC ckbadscnnggibacekssandenmirdGecscennpnnannheenehnaeanangan as | WUE ace citanehannte 
DUTIES oo v's pa cchvcancmadcccncunedsdnuscancetsssouusndudunaguanedeneonassees | 300 | - 

BNE acne ccvesrronensnevesbopescngeccsnqeenspassnnerhsseseesdeseccunsees 
ce rgd ne eee toe ods i gpietae wecdeensetiasouade 600 400 
I 6 isan candi cageenndaduducciceanqudensensustbcucensduameinesebocateea | 750 750 
OND Sits shinies tah ahah aici | 16, 546 7, 480 

| 





Several examples of programs supported follow: 

In Iran, the funds made available under Public Law 480 are 
being used to reactivate an exchange program under the Fulbright 
Act. Foreign currencies resulting from the sale of CCC commodities, 
in the amount of $750,000, are being provided to cover a 3-year pro- 
gram an at annual rate of $250,000. In addition to the foreign 
currency requirements, it is estimated that an annual $106,828 will 
beneeded in appropriated funds. The IES advised that the proposed 
program will provide an opportunity to develop closer and more ef- 
lective relationships with the two universities in Iran. It was stated 
that both of these universities are interested in modernization of their 
educational facilities along Western lines by using American pro- 
fessors to establish new courses of study, to improve university or- 
ganization, and to develop a sound program for student activities. 
In order to fulfill this objective, it is also felt essential to train some 
Iranian professors in the United States. 

The Iranian agreement also provides $48,668 to assist the University 
of Teheran in establishing a school of journalism. In furtherance 
of this objective, it is proposed to provide four grants of $9,000 each 
to U.S. professors; four grants of $1,400 each to Iranian graduate 
students; two grants of $1,767 each for Iranian lecturers and research 
scholars; and two grants of $1,767 each for Iranian specialists. 

In Pakistan $1.05 million in Public Law 480 funds have been al- 
located to bolster an existing exchange program because the funds 
for this program are being exhausted. It is proposed to use the al- 
located funds at the rate of approximately $350,000 per year for 
dyears. One of the annual projects provides $61,224 to provide grants 
to3 U.S. lectures, 10 Pakistani teachers, and 10 Pakistani graduate 
students. It is planned to use these funds to improve educational 
theory and practice in secondary school education in Pakistan. It is 
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proposed to conduct training workshops for Pakistani teachers and 
provide further training for Pakistani teachers in the United States, 

In Ecuador, $300,000 has been allocated to start a new educational 
exchange program in that country. The IES proposes to use these 
funds over a 3-year period and it will require $44,320 annually in 
appropriated funds to supplement the local currency. 

Officials of IES stated that Ecuador is one of the poorest countries 
of Latin America, but one most concerned about the education and 
welfare of its people. In one year IES plans to spend $27,858 to send 
three visiting U.S. lecturers to Ecuador and 44,320 appropriated 
dollars will be used to provide dollar supplementation to send 8 foreign 
teachers and 10 foreign students to the United States. 

10. Section 104(i)—Translation and publication 

Responsibility for translation and publication under section 104(i) 
has been placed with the U.S. Information Agency (USIA). Funds 
are authorized under this category on a nonreimbursable basis and 
were first made available in the beginning of fiscal year 1957. 

From the beginning of the program through December 31, 1957, 
2 total of $3.3 million has been designated to support programs under 
this category. Of this amount, $50,000 was programed for fiscal year 
1957 ; $965,000 has been programed for fiscal year 1958; and slightly 
over $2 million is being proposed for fiscal year 1959. Foreign eur- 
rency made available under this section is used to provide assistance 
in the translation, publication, and distribution at reduced prices of 
American textbooks for use in foreign schools. 

A committee composed of representatives of the publishing industry 
in the United States, active in foreign markets, advises the USIA 
on the administration of the program, serves a liaison function with 
the publishing industry, and assists in obtaining professional and 
technical skills to aid in carrying out the program. 

The case of Austria illustrates the programs carried out under this 
section. The Public Law 480 sales agreement provides $75,000 for 
translation and publication in fiscal year 1958. Plans are being made 
to use $46,400 to assist in translation, publication, and distribution 
in Germany and Austria of the publication “U.S.A., Its Land, Its 
People, Its Industry.” This sdb fisation is to be made available for 
school use and 50,000 copies are to be printed. In Austria also an 
estimated $8,000 is planned for use in fiscal year 1958 for the transla- 
tion, publication, and distribution of a 3,000-copy edition of a dic- 
tionary of American management, commercial, and industrial terms. 
It is proposed that this publication will be used in German and 
Austrian schools to facilitate the translation of other books in the same 
field. In addition, in Austria the USIA proposes to use Public Law 
480 funds in supporting annually the translation and publication of 
technical books. Current plans call for the transaction and publication 
of reference books in medicine, chemistry, and physics. Three titles 
in 2,000-copy editions will cost approximately $8,100. In addition, 
approximately $8,250 is mapoctied ts be used for 4 books of 3,000 
copies each. These will be textbooks and reference books concerned 
primarily with industrial and production engineering. The staff 
learned that in addition to the direct costs of the publications, the 
Public Law 480 funds for Austria will be used to cover editorial and 
administrative expenses totaling about $10,000. USIA recognizes 





— 


aa 


os 


~_—_—— — 








and 
ates, 
onal 
these 
ly in 


tries 

and 
send 
lated 
reign 


)4(1) 
‘unds 
; and 


1957, 
inder 
year 
ohtly 
| cur- 
tance 
es of 


ustry 
SIA 

with 
| and 


r this 
0 for 
made 
yution 
d, Its 
le for 
Iso an 
ansla- 
a dic- 
terms, 
n and 
, same 
S Law 
ion of 
cation 
titles 
lition, 
3,000 
erned 
» staff 
1S, the 
al and 


enizes 





1623 


that they have programed amounts in excess of available Public Law 
480 funds in Austria. Officials of USIA advised that adjustments 
will have to be made in the programs to conform with funds available. 

In Colombia, $50,000 in foreign currency will be used to provide 
textbooks in economics, political science, English teaching, and pos- 
sibly agriculture. Because of the devaluation of Colombian currency, 
this $50,000 will be equal to only $21,000, based upon current exchange 
rates. 

The example of Finland provides another illustration of the use of 
Public Law 480 funds in the translation and publication program of 
USIA. It is proposed to use the $250,000 earmarked for Finland in 
1958 to purchase paper for use in the textbook publishing program in 
paper-short countries of.the Near East and South Asia. Because of 
the devaluation of Finnish currency, this $250,000 is equal to only 
$180,000 based upon current exchange rates. 

In Spain, $100,000 in foreign currency, based upon sales agreement 
figures, is being programed in 1958 for textbooks in natural science, 
the humanities, social studies, English teaching, and technology. Due 
to devaluation of Spanish currency, this amount is equal to $90,000 
at the present rate of exchange. 

In Turkey, $100,000 in foreign currency has been programed for 
1958 to provide textbooks in general elementary and secondary educa- 
tion and in business administration. Due to the devaluation of Turk- 
ish currency, this would amount to only $50,000 at current exchange 
rates. 

The case of Iran represents still another example of the utilization 
of the Public Law 480 funds under this section. Although only 
$140,000 has been programed in Iran for 1958, it is estimated that 
total requirements will be more than $1 million to carry out a textbook 
publication program. It is hoped that part of the total requirements 
can be met by purchasing printing and binding equipment in Ital 
with Public Law 480 funds and by purchasing paper in Finland with 
Public Law 480 funds. It is thus estimated that USIA will be able 
to reduce the requirements for Public Law 480 funds in Iran by 60 
percent. 


Il. Section 104(j)—Information and education 


_ Responsibility for information and education under section 104(j) 
is shared by USTA and by IES in furtherance of their separate objec- 
tives. Funds for this category first became available in fiscal year 
157 and are provided on a nonreimbursable basis. As of December 
31, 1957, $12.5 million had been earmarked for the purposes provided 
under this section. ISC has designated approximately half of the 
$12.5 million to USIA for information purposes, and the balance to 
IES for education purposes. 

Information —USIA has programed $1,216,000 for fiscal year 1958 
and proposes $3,168.275 for fiscal year 1959. These funds are to be 
used to provide foreign currency assistance to binational centers and 
to provide more adequate space and facilities for these centers in 
foreign countries. 

rograms for fiscal year 1958 include the following: 

Tn Bolivia, USIA proposes to use $100,000 in Public Law 480 funds 
equivalent to $98,000 at current U.S. Treasury selling rates) to con- 
struct a building to accommodate the binational center program. 
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In Brazil, USIA plans to use $341,000 in Public Law 480 funds 
(equal to $317,000 at current exchange rates) to provide quarters for 
binational centers in 34 cities and to purchase and construct quarters 
for those centers having the largest and most active programs. 

In Colombia, USIA plans to use $190,000 in Public Law 480 funds 
(equal to $81,000 at current exchange rates) to house binational cen- 
ters in three cities. 

In Peru $85,000 in Public Law 480 funds is being provided to assist 
in the construction of a binational center building. 

In Turkey, $500,000 in Public Law 480 funds (equal to $250.000 at 
current exchange rates) will be used for construction of the building 
to serve as headquarters for the Turkish-American Association in 
Ankara. The Turkish Government has indicated willingness to pro- 
vide a location valued at $280,000 in the central section of Ankara. 
The Turkish-American Association is conducting a fund drive to equip 
and furnish the building. The building will be used to house the 
USIA library in Ankara and to provide facilities for traveling shows 
and exhibits. 

Education.—Responsibility for education under section 104(j) has 
been placed by Executive order with the Department of State, and the 
administration of this program has been delegated to IES in the 
Department. Funds first became available in fiscal year 1957, and 
through December 31, 1957, a total of $6.355 million was designated 
by ISC for education purposes under this section. 

IES has requested allocation of funds for 11 schools in 4 coun- 
tries. These are: Brazil, $565,000; Colombia, $600,000 ; Greece, $500, 
000; and Italy, $552,000. An allocation of $1 million in Public Law 
480 funds has been approved for use in Turkey. The following addi- 
tional requests for the allocation of funds under this section are being 
prepared by IES, as follows: Austria, $640,000; Bolivia, $100,000; 
Ecuador, $220,000; Italy, $48,000; Mexico, $500,000; Peru, $260,000; 
Turkey, $970,000. 

Funds will be used to increase scholarships to children of foreign 
countries, to augment U.S. teachers’ salaries, to improve the cur- 
riculum, and to assist in the erection of new buildings, thus providing 
more classrooms, laboratories, and living space. 

The educational program for Greece illustrates the manner in which 
educational programs are developed by IES under this section. The 
agency has requested $500,000 in Public Law 480 currency to provide 
assistance to Anatolia College, Athens College, and the American 
Farm School in Greece. 

Negotiations to implement this program were carried out for IES 
by the U.S. Embassy in Athens with the Greek Government. IES 
used the advice and guidance of the Near East College Association 
in New York, the board of directors for the American Farm School 
in New York, the president-elect of Anatolia College, and the exect- 
tive secretary of the Fulbright Foundation in Athens. In develop- 
ing a plan for the use of Public Law 480 funds it was necessary to 
coordinate the Public Law 480 plans with similar plans for assistance 
to these same schools under the Fulbright program and through private 
resources. ; 

In regard to Anatolia College, it is proposed to spend $150,000 mn 
Public Law 480 funds. Of this amount, $80,000 will be used for the 
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completion of a girls’ dormitory, $20,000 will be used for the construc- 
tion of living quarters for additional U.S. teachers, and the balance 
of $50,000 will be used to provide scholarships over a 5-year period. 
It is estimated that this amount will provide 20 scholarships of $500 
each annually. IES plans to discontinue a small Fulbright scholar- 
ship program at this school, but to continue to provide U.S. teachers. 

Consideration will be given to the expansion of the U.S. teacher 
program to lend greater American impact and to provide the increased 
instruction necessitated by scholarships available through local cur- 
rencies generated by Public Law 480 sales. 


VY. Use or AGRICULTURAL Propucts UNDER THE MuTUAL 
Security Program 


A. LEGISLATIVE BACKGROUND 


The ICA has the direct responsibility for administering the mutual 
security program. The first agricultural program, wherein surplus 
agricultural commodities were authorized for sale for foreign cur- 
rencies, appeared in section 550 of the Mutual Security Act of 1953, 
Public Law 118, 83d Congress. Under this section, it was required 
that no less than $100 million and not more than $250 million of the 
funds authorized to be appropriated under the Mutual Security Act 


' of 1953 were to be used during fiscal year 1954 to finance the purchase 


of surplus agricultural commodities, or products thereof, produced 
inthe United States. 

The President was authorized to enter into agreements with friendly 
countries for the sale and export of surplus agricultural commodi- 
ties and accept in payment local currency for the account of the 
United States. The local currency proceeds were authorized to be 
used in much the same manner as the proceeds of Public Law 480 
are now being used. The local currency uses specified in the act 
were as follows: 

(1) For providing military assistance to countries or mutual 
defense organizations eligible to receive assistance under this act; 

(2) For purchase of goods or services in friendly countries; 

(3) For loans, under applicable provisions of this act, to in- 
crease production of goods or services, including strategic mate- 
rials, needed in any country with which an agreement was 
negotiated, or in other friendly countries, with the authority to 
use currencies received in repryment for the purposes stated in 
this section or for deposit to the general account of the Treasury 
of the United States; 

(4) For developing new markets on a mutually beneficial 
basis ; 

(5) For grants-in-aid to increase production for domestic 
needs in friendly countries; 

(6) For purchasing materials for U.S. stockpiles. 

The President was instructed by the act in negotiating agreements 
to take precaution to safeguard against the substitution or displace- 
ment of usual marketing of the U.S. agricultural products or those 
of friendly countries, and to assure that sales prices of the commodi- 
ues Were as consistent as possible with world market prices. The 
tct also specified that private trade channels to the maximum extent 
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practicable were to be used, and emphasis was to be given to under- 
developed and new market areas in making agreements. Assurance 
was also required of the purchasing countries that the commodities 
received under the agreements would not be resold or transshipped 
to other countries or used for other than domestic consumption with- 
out the specific approval of the President. 

The agricultural program under the Mutual Security Act of 1953 
which operated throughout fiscal 1954 is commonly referred to as the 
“Section 550 program.” The agricultural program under the Mutual 
Security Acts since 1953 which have operated since fiscal 1954 and 
which are still in operation are commonly referred to as “Section 402 
programs.” 

The Mutual Security Act of 1954, Public Law 665, 83d Congress, 
in section 402, specified that not less than $350 million shall be used 
to finance the export and sale of surplus agricultural commodities 
for foreign countries. This is in addition to the surplus agricultaral 
commodities transferred under Public Law 480. The foreign eur. 
rencies accruing from such sales were required to be used for the 
purposes of the Mutual Security Act and with particular emphasis 
on the purposes of section 104 of Public Law 480, which are in har- 
mony with the Mutual Security Act of 1954. This authority applied 
to the fiscal year 1955. 

The Mutual Security Act of 1955, Public Law 138, 84th Congress, 
revised section 402 with regard to the amount of surplus agricultural 
commodities to be financed. The Mutual Security Act of 1955 re 
duced the amount from $350 million to $300 million for the fiscal 
year 1956. 

The Mutual Security Act of 1956, Public Law 726, 84th Congress, 
revised section 402 by reducing the amount to $250 million for fiscal 
year 1957. 

The Mutual Security Act of 1957, Public Law 85-141, 85th Con- 
gress, again reduced section 402 requirements to $175 million for 
fiscal year 1958. 





B. RELATIONSHIP OF ICA, DEPARTMENTS OF AGRICULTURE, DEFENSE, AND 
STATE IN ARRANGING SHIPMENTS UNDER SECTIONS 550 AND 402 OF THE 
MUTUAL SECURITY ACTS 






1. International Cooperation Administration 


ICA has the direct responsibility for administering the Mutual 
Security Act and in furtherance of the surplus agricultural sales pro- 
gram negotiates agreements with the foreign countries and issues pu!- 
chase authorizations to private traders that export the commodities. 
In a few instances commodities have been acquired directly from CCC. 
Commodities sold under the agreements are required to be selected 
from the list, which is prepared by the Secretary of Agriculture, of 
commodities which are in surplus in the Untied States. The private 
traders (exporters) in completing these shipments may draw from 
their own stocks, from other exporters, or from CCC inventories. 
ICA_ is unable to furnish complete data on the quantities or value 
of commodities which have been acquired from CCC stocks and used 
for sections 550 and 402 programs by private traders. The private 
traders are not required to furnish information to ICA concerning the 
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source of their supplies. ICA does maintain statistics on the total 
purchase authorizations that have been issued under the sections 550 
and 402 programs. Schedules reflecting total quantities and export 
market values of commodities for the countries purchasing surplus 
agricultural commodities under the mutual security program are being 
shown later in this report. 

9, Department of Agriculture 

The only responsibility that the USDA has with the Mutual Secu- 
rity Act legislation, according to the act, is that the President is re- 
quired to obtain “recommendations” of the Secretary of Agriculture 
in carrying out the provisions of the act pertaining to the use of 
surplus agricultural commodities. According to officials of USDA, 
the only participation between USDA and the mutual security pro- 
gram is that as commodities become surplus ICA is notified of the 
items which have been declared surplus and ICA is then required by 
law to use only such commodities that are so named. 

Officials of the USDA advised that they cannot furnish complete 
information concerning the surplus agricultural commodities that 
have been used in the mutual security program which were acquired 
from CCC stocks. ‘They state that when a private trader negotiates 
with CCC for commodities for export, at export prices, it is not neces- 
sary to determine whether the exporter will sell the commodities for 
local currencies under Public Law 480, or section 402, or for dollars. 
The officials of USDA stated that it would only be an educated guess 
that they could make concerning the amounts of CCC stocks used in 
the mutual security program—the guess being based on known com- 
modities that are not normally stocked by exporters in large quan- 
tities and would necessarily be required to be purchased from CCC 
inventories in order to fill requirements of sales under the Mutual 
Security Act. USDA prepared a tabulation of CCC stocks acquired 
directly from CCC by ICA which is being set forth later in this report. 
This total, however, does not include CCC stock purchases by private 
traders, which information is not available. 

3. Department of Defense 


Officials of the DOD stated that ICA contacts the DOD early in 
each fiscal year to determine their anticipated military requirements 
for surplus agricultural commodities in the various foreign countries 
where we have military programs. The DOD, in addition to inform- 
ing ICA of the anticipated need for agricultural commodities in its 
program, also furnishes ICA with an estimate of the local currency 
requirements the DOD will need in the same countries to meet the 
military budget support and local purchases. Officials of the DOD 
advised that both Public Law 480 and section 402 of the Mutual Secu- 
rity Act aids them in furnishing the required local currencies to aug- 
ment their programs in the foreign countries. As the negotiations for 
section 402 agreements materialize, the DOD is furnished a draft 
copy of the negotiations which gives the DOD details concerning the 
commodities to be sold and the local currencies to be generated and 
available for programing. The DOD advised that the funds used by 
the military are programed and spent by the chief of the military 
advisory assistance group in each country, and the funds are actually 
paid by the ICA mission serving in the same country. The military 
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exercises physical control over the purchase and distribution of sup- 
plies acquired with the local currency and ICA exercises fiscal contro] 
over the funds, as well as audit of the funds. 


4. Department of State 


The Department of State function in the negotiation of section 402 sales agree- 
ments is carried out by the Ambassador serving in the foreign country. The 
Department of State has the overall responsibility for negotiating with foreign 
countries, and detailed negotiations are ordinarily conducted under the direction 
of the chief of the diplomatic mission. The Ambassador reviews these negotia- 
tions to be sure that policies reflected in negotiations are consistent with other 
Department of State policies for the particular country concerned. 


5. Sales under section 402 of the Mutual Security Act 


Officials of ICA have reported that they were hard pressed to attain the section 
402 requirements for fiscal years 1956 and 1957, even though they were reduced 
by $50 million each year. The major reason for the difficulty was due to a shift 
of the mutual security program from the Western European countries, tradition- 
ally large importers of agricultural products, to the underdeveloped areas whose 
economies are predominantly agriculture. In order to move the required surplus 
agricultural commodities, ICA required the various aid-receiving countries, in 
order to obtain a specified amount of assistance, to take some of the aid in the 
form of agricultural commodities. Quotas were assigned to the countries with 
due regard to the consumption requirements of the countries, the availability of 
the same commodities from other sources, and to other requirements for the 
funds. The quotas, however, still fell short of the minimum requirements of 
the act. 

In order to comply with the minimum requirements of the act in 1956, ICA 
undertook to develop a limited number of triangular sales through which it 
financed surplus agricultural commodities for certain industrialized countries 
of Western Europe and used the local currency proceeds to buy the industrial 
items needed for countries participating in the mutual security program. 

Triangular sales were continued again in 1957 to enable ICA to meet the mini- 
mum requirements of section 402 for that year, even though the requirements 
had dropped another $50 million from fiscal year 1956. 

For 1958, the requirements declined to $175 million. There are two general 
reasons for this reduction: First, the decrease in the number and amount of 
specific country programs which were developed for the fiscal year 1958 non- 
military mutual security program and, second, the proposed elimination of tri- 
angular sales of surplus agricultural commodities. For the first half of fiscal 
year 1958, purchase authorizations, plus ocean freight, have totaled only a little 
less than $67 million of the $175 million required by section 402, which falls 
considerably short of the program. 

ICA proposes to eliminate triangular sales for fiscal year 1958 because (a) they 
tend correspondingly to reduce regular commercial sales, (b) they involve a dis- 
proportionately heavy administrative workload, and (c) they are inconsistent 
with U.S. foreign trade policies. The Department of State has urged discontin- 
uance of triangular transactions for this last reason. 

The following two schedules show by country the quantities and market values 
of surplus agricultural commodities used in the mutual security programs during 
the period beginning with fiscal year 1954 through December 31, 1957. 
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sup- Procurement arthorizations issued under secs. 550 and 402 of the Mutual Security 
trol Acts beginning with fiscal year 1954 through Dec, 31, 1957 


{In metrie tons] 
ee EEE EET SEnEIIENEEEIEIIE SESE 


























| 
Country Bread Coarse | Fatsand| Meat Fruit Cotton | Tobacco | Other 
zree- grains grains oils 
The reaches ager erg teneren areninesecareaioemmrcil nsec entitle eet tere eres 
eign Afghanistan.........---- Tes ee a Dee ee 
tion Se 30, 000 BEG, COO haljcicnciccdivedeccunledévtceses|endegesecdlinesssmiviledesiae 
otia- Bolivia........----------- | 201, 489 5, 301 Eh Ficdcnisnnhewcnesend« 5, 206 
h Cambodia--_.....------.- SE I bccn dctttntinidnnnscsuthancusend sbabese daw ccénctebahbosbacer= 
ther IES Asks ocsnsate Oe eee ee eh eel ee Real 
China (Taiwan).......-- 759, 180 32, 300 Be Rkawsaccslasccsuste 79, 989 
OSS eee 17, 300 SEE Ba Sos cinaied  cinnaceincmanpnadhesbunsbediebad =e 
Egypt....--------------- | 68, 886 |..-------~]----------|--------|]---+------|----=-;---|----7----- 
i PINIANG, . . 2... - nnn ccccc}encn concen} ecwsccccccfocnccccccsloccesecc|eocessces- 2, 343 
‘tion ED Sits. aa tebed | ~365, 000 | 216,000 | 22, 620 |----.--.]..----.-.. 150, 439 
uced NII, i, csaseaeemnabiciees | 629,577 | 326,000 TR lad ci ila ee 6, 421 
shift | —_—Greece.....-------------- 715,601 | 72,100} 14,200] 2,930 |-.......-}.....---.-|...-..---- 
j 0S ee 47, 000 IGE |. ccncienivacacunctobibuh cbabitidech datnabehgesnt 
tion- .  e.-.. <co 208 ONO bike cok en conch oa 18 | Boke iiiee ot. eee 
hose BR inedevetoccca¥dane BODO cod cnusanledeanwccecdocscsienelsacssceepelihees=bapendocovs ahigusanes 
‘plus | SN cdr eenirnindnmrerpetame |} 459, 328 128, 500 RE saci daittibannmiiaiatos tn © FB cdeiccccckenetions 
i Italy--- Lown nomenahiel Le selene 1, 600 RO Binh sdctewvis 55, 686 1, OBS bovocmaad 
s, in a 568, 967 | 10079044. 3 W202 0-1.2-<.... Rk adoss dias < Sek bk boscnslocdaatel 
1 the ee 516,762 | 294,000 TE WOE Keccncccchsdtbabnoke SOOO ban hense | 32,900 
I donna aiasian tia cta | IG biitedacevedince sd ddbethedcchacdlounesendheelabuchulidusteboossxleatiiges 
with Netherlands. -.......-.-- GS. BUD Liwodoseaus 16 Oe Finn ern CRE bce bud iced chdodsvnsslesketbes 
y of ELT PTE RE | SO oc acechaceneecatiieacesesaiddaeselnereslscaiiih 
' the Pakistan Soe DAMIR IE ics csh opines rth niciarnoiseshtellnaesins deni eimai in tice Kc eee ie 
3 of Philippines.............. A sngnincin otis 10,000 |.....-..--|----.---|---------- A a es Ce 
Bpain..... cba Sounedeube 16, 000 73, 900 76, 500 | 13, 334 |.......... O80, TER fou -i desi cack 
SE dcunasecaudae nw } 188,000 }.........-)_.........]...-...-]....------o=----- ossalhciceci che dc eomeeaedatibe deals 
ICA United Kingdom.--.-.--.|.--.-.---- 190,000 | 104,265 | 6,615 | 275, 560 16, 174 13, 154 |.ccieoe 
h it WR ss hoccccccssnbbn | 157,349 |.........- |, FOe Encciswceslocedeccisuleccoontmbubabdcbecese 15, 838 
: TOTEM. «. 25<<ccenns | | BAD Inendanccos OE O00 f6c2«sctawackaaube De T Ctackueies ey 
tries | ————|—_— —— _ $$} 
trial Potelsc....... 5.0 16, 479, 465 |1, 640, 596 | 367,392 | 22,879 | 275,560 | 609,386 | 29,884 | 96, 782 
| | 
nini- Note.—This schedule does not include dairy products since ICA maintains no record of tonnage on dair/ 
ents products, 
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Procurement authorizations issued under secs. 550 and 402 of the an Security 
Acts beginning with fiscal year 1954 through Dec. 81, 195 


{In thousands} 























] 
Bread | Coarse — | | Ocean | 
grains | grains | and Meat | Fruit » otton | Tobacco | Other!|transpor-| Total 
| Oils | | | | tation 
Sennett well 2 — eneeseene oeeamenntooeen mses a hertedtipeanniastbenmmagitintliaieal 
| | | | | ary 
Afghanistan. S706 j 2.45... anodic lesipmaione — | ste esc soccaubean liceauintiod $378 | $1,172 
Austria...... LP ERED Recnuspwdccnasnssinweeanes Anphekbiseddaukees lita sti 1,198 | 10,869 
Bolivia __.__.] 13, 534 | 826 | $4, 436 |.....-- |--------| ett} $720 3, 417 26, 77 
Cambodia....| 1,547 |........|-.....- Le ere aul aakaseaebiawclios 1c na thous 2, 034 | 267 3, 848 
COW eet OR, GED Nacasiescdecaeennalbceccccn oem ee, Ds sects baachiese | oe kasbe 2, 24 
China | | j | | 
(Taiwan) _.| 47,237 | 2,232 | 12,360 |---...-- fee | 54,311 | $98 | 2,697 | 9,037 | 127,9R 
Denmark 1, 190 ie ED) Ne iesecauciai oS a i atncaiasei nian isis Eacenciaict acacia ahaa aacnanaei | 648 | 4,000 
Ad ence] 5,008 [.-2n-...].--...~- jJ-~+-< -|-=-= ae Ye Efhnweccbe 183 | 627 
inland iis alte ccumate teat 977 RAND HEN. cnne a itiianindein = 4, 927 
France 21,995 | 13, 400 eee to St aide his, 630 BUM fonsnsamel 3,018 166, 07! 
Germany | 43,832 | 18, 900 RON i aeolian 5, 224 9, 903 ; © 7, 617 | 84,74 
Greece .-.-| 56,038 5,138 | 5, 643 | $1, 645 Japneninpiatehwe | cance eanaluent 4, 961 606 | 74,031 
Guatemala...} 4,031 | 1,321 |-------. — — |-canaaa=|-nnnanwnns 59 | 345 | 57% 
India A I le del re een all anon b Baines =| S6/018T....<.. Gd Reload -.-| 67,08 
BO 23. See) 6h, GOI aces Pane ree Waaateedwonctss Sisiaetas 300 | 710 | 2,977 
ee ci ee ees |) G68 1. £168.13... Bianca Sy ee iS octal natsalen ae --| 49,241 
TOY i cnacaal eases 250 | 6,351 |-----.--| dicccabaas 45, 942 | DANY once cen scacsnaal 
Japan........ 41,529 | 6,858 ke naaenelie san asl vietitgaas ease cai beak Sik ie haskell tl besaio ie iota Udi seca accede 48, 387 
Korea _-.---- | 32,980 | 17,828 | 4, 586 pai iaeoee | 84, 421 icebtoe 6,618 | 11, 603 158, 036 
Laos... ‘i BOO I cbccceks L caadakadeeaouee it SS hedethed ae sGia £90 Vewesecs --| 370 
Netherlands -| 3,510 |.-..-.--| 4,000 |--..----|--------|---- ipl aosmenieadtens .| 200 7,710 
Norway... $3} G13 | 1,190 |---.---]---. SI wccpeaa dl ida oe canes -=oxil, 
Pebeten. <2.) 6/058 josk.-...]--...... eens a ee See 1Seoae ress 3,110 3 538 | 12, 768 
EE Vc detuned © | Ee incon add mnnsncaos Sahiba DONE Annan ckheed 36, 389 |_._- } 43, 301 
Spain..__....-| 1,250 | 3,833 | 25,394 | 6, 930 | ee es DU GRO Faden cake | 3,555 377 | 120, 5% 
Turkey ......| 12,571 |-......- Uiiiaaiataennemani alti alba | conathlonct | aaee 1, 396 17, 061 
ee ee te eee | ee 
Kingdom _-_}__-_. -| 13, 489 | 33,245 | 3,665 ($56,015 | 10,085 | 20,000 j--.--__- 2, 766 139, 25 
Vietnam. __..| 12, 336 |-..-..- A AOS Boo o eaet | ge-agar|--n2n2o 77] 2 882 433 | 34, 800 
Yugoslavia 54, 499 |__--- Lol wee ceo e. eee 25, 788 |---------- | 933 9, 965 96, 540 
= | ao } tide teeelindihesdiapiederesieall aa aamarisc » “ EE 
Total- 450,017 104, 627 |114, 038 | 12, 240 | 56,015 460, 276 | 40, 542 | 86,197 | 57,699 | 1, 381, 661 
| | 





1 Includes dairy products in the amount of $60,913. 


Sales toICA by CCC for sections 550 and 402 use 

The following tabulation was furnished by the fiscal division of 
Commodity Stabilization Service, USDA, and represents commodities 
acquired directly from CCC by ICA from the beginning of fiscal year 
1954 through November 30, 1957, for use under “sections 550 and 402 
of the Mutual Security Acts. The commodities shown in this sched: 
ule are a part of and not an addition to the total authorizations 
reflected in the two previous schedules. 





[In thousands] 





i 
| 

Commodity | Unit of measure | Quantity | CCC cost Sale price 

| value | 

| 
Peanuts, shelled__-- Pound... 12, 600 $2,171 $1, 25 
Wheat. Bushel. .- | 38, 688 | 113,008 | 104,32 
Milk, dried _--- _-.-| Pound... 4,065 | 767 | 38 
Beans, dried _-- | Hundredweight 132 | 1,211 | 1,288 
Cottonseed oil, refined _-- | Pound... | 112, 127 | 20, 855 14, 833 
Cotton | Less than 500 bales 10 | 4) 
Rice, milled_- | Hundredweight 118 | 1,452 | 92 
Corn | Bushel 714 1, 504 | 1, 221 
Lindseed oil___- | Pound_.- 1,113 296 | anne 
Wool exelchangelee. 2, 027 1, 438 | 1, 483 
Seed, winter cover crop - --- =a | See 98 45 | % 


126, 161 





Total__ 





security 


4, 927 
166, 071 
84, 740 
74, 031 
5, 756 
67, 046 
2,977 
49, 241 
54, 691 
48, 387 
158, 036 
370 

7, 710 
2, 2% 
12, 78 
43, 301 
129, 524 
17, 06! 


139, Hi 
34, 809 
96, 540 


1, 381, 65! 
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Marcn 9, 1959. 
COMMODITY EXCHANGE AUTHORITY 


WITNESSES 


CLARENCE L. MILLER, ASSISTANT SECRETARY OF AGRICULTURE 

RODGER R. KAUFFMAN, ADMINISTRATOR, COMMODITY EXCHANGE 
AUTHORITY 

DOUGLAS B. BAGNELL, DEPUTY ADMINISTRATOR, COMMODITY 
EXCHANGE AUTHORITY 

DANIEL A. CURRIE, ASSISTANT TO THE ADMINISTRATOR, COM- 
MODITY EXCHANGE AUTHORITY 

LEE A. DASHNER, DEPUTY DIRECTOR OF FINANCE, DEPARTMENT 
OF AGRICULTURE 


SALARIES AND EXPENSES 


Program and financing 























1958 actual | 1959 estimate | 1960 estimate 
aelies heme bests incite aeneahceadeaapaena een ate |. nite doi 
Program by activities: 
| | ae aN $65, 942 $60, 100 $60, 100 
2. Supervision of futures trading..................-- aunt 471, 654 475, 900 475, 900 
i i a a caches vac ko srasintir dpi 170, 233 197, 200 197, 200 
re UNNI a cea ald ail cn rch atlas anie | 154, 739 | 166, 800 166, 800 
GN SORTED COURS *... icc ncn caadinwndetnme aieniebats 862, 568 900, 000 900, 000 
5 Relation of costs to obligations: Obligations incurred 
for costs of other years (unpaid undelivered orders), 
Se si diaceatpelNs tolethice Wiinlagatienegaslindiig:tetiiae tapi This IID: Be sibicksdeanniereasiinaipctileaatitc ainsi 
mr VW g a Fo a : or . ae "in ae 
Total program (obligations) -__..............-...... 863, 726 900, 000 900, 000 
Financing: 
Unobligated balance no longer available...........-....... RSE Diisdibtioncanaaicinhdiiwwneweahiel 
Sra: CReOL RED GURMONIET |. con cadekemaansacaventecne 864, 888 900, 000 900, 000 
New obligational authority: , 
a i 832, 000 832, 000 900, 000 
Transferred from ‘‘Conservation reserve,”’ soil bank pro- 
SNE ie ee BO ese ckotieccdcnusqetcqunaseapeaieheesnn BG Settee anctaghnndiyinauudinink 
RUTOnMEEn TARA) aoc is did ws das cnncwdeeiates 864, 888 832, 000 900, 000 
Proposed supplemental due to pay increases. ................-|-.-.---.------ kf ee 





‘Includes capital outlay as follows: 1958, $4,643; 1959, $2,000; 1960, $2,000. 
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Object classification 





| 1958 actual | 1959 estimate 1960 estimate 





Total number of permanent positions. an | 141 | 137 19 
1 { 


Full-time equivalent of all other positions_. 1 I 
Average number of all employees. - ----- ba 125 124 1D 
Number of employees at end of year-. ; . 126 | 122 1H 


Average GS grade and salary......-.----.-------------- 6.9 $5,398 fe 7.1 1 $6,072/7.1 Sim 


= ——S= — 





01 Personal services: 
Permament positions - - ----- aia ecin  aeace skiers Wie amskiem $733, 250 $766, 857 $763, 7 
Positions other than permanent-..---- Saas 2,036 3, 153 8,242 
Other personal services - -...-- a ,3 3, 590 6, 008 

Total personal services... ayéscewsenen 739, 670 773, 600 773, 60 
Travel_. eA eat aie ; 12, 933 10, 300 10, 3 
Transportation of things-- Be oaks ase ee eee 1, 183 900 60 
Communication services Sieiabitns wna elinie 17, 399 20, 000 20,00 
J i. eee . 15, 391 15, 400 15, 400 
Printing and reproduction- - ; . a 10, 748 11, 000 11,00 
Other contractual services ~ cctmak 6, 659 9, 000 9, 2m 

Services performed by other qpmneies.. pelt avin pairs 1,745 1,000 
Supplies and materials... ----- et cae eee 6, 192 5, 900 | 


1, 
5 
2, 
50, 


Equipment. 6, 116 2, 000 
Grants, subsidies, and contributions... -.- 45, 102 50, 200 
Refunds, awards, and indemmnities- - ---- 510 600 
Taxes and assessments. --- --- naan 78 100 1M 


en Gennes. eS gs 863, 726 900, 000 | 900, 000 


Mr. Natcuer. We will now take up the Commodity Exchange 


Authority. 
JUSTIFICATION OF THE ESTIMATES 


We will insert in the record at this point pages 156 through 167 of 
the justifications. 
(The pages referred to follow :) 


PURPOSE STATEMENI 


The Commodity Exchange Authority administers the Commodity Exchange 
Act of September 21, 1922, as amended. 

The major objectives of the act are to prevent commodity price manipulation 
and market corners; prevent dissemination of false and misleading crop and 
market information affecting commodity prices; protect hedgers and other users 
of the commodity futures markets against cheating, fraud, and manipulative 
practices; insure the benefits of membership privileges on contract markets to 
cooperative associations of producers: insure trust fund treatment of margin 
moneys and equities of hedgers and other traders and prevent the misuse of 
such funds by brokers; and provide information to the public regarding trading 
operations and contract markets. 

The basic act, originally designated as the Grain Futures Act, conferred 
limited authority with respect to futures trading in grains only. By amend 
ment of June 15, 1936, its short-title designation was changed to “Commodity 
Exchange Act,” and its regulatory provisions strengthened and extended to 
cotton, millfeeds, butter, eggs, potatoes, and rice. By amendment of April 7, 
1938, wool tops were added to the commodities subject to the act; fats and oils, 
cottonseed, cottonseed meal, peanuts, soybeans, and soybean meal w ere added by 
the act of October 9, 1940; wool was added by enactment of Public Law 690 of 
August 28, 1954; and onions were added by enactment of Public Law 174 of 
July 26, 1955. Public Law 85-839, approved August 28, 1958, prohibited futures 
trading in onions effective September 27, 1958. However, the enforcement of 
this ban has been te mporarily enjoined by a Federal court, and transactions iD 
onion futures and cash onions continue to be subject to the provisions of the 
Commodity Exchange Act. 

These functions carried out under the act are performed through a Wash: 
ington office and five field offices, located in the commodity markets at Chicag®, 
Kansas City, Minneapolis, New Orleans, and New York. On November 30, 1958 
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$763, 750 
3, 42 
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10, 30) 
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20,00 
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the Commodity Exchange Authority had 125 employees, 37 of whom were sta- 
tioed in Washington, D.C., and 88 in the field offices. 





























Appropriation : 
stimeted aretabie, ASR s cic be ele Se ni Lene $900, 000 
mies entineete, MGOsscsoses suse tec ec eal bl eee 900, 000 
Salaries and expenses 
NR AELG: BER, EE ia damtenbodiinnciedemcit a aamniaciieit $832, 000 
Proposed supplemental, 1959 for Pay Act costs__---------_--------~- 68, 000 
RRS TO is See kon ca aan ee ae canada tone 900, 000 
a ON lg i lineal niin a a 900, 000 
Project statement 
Project 1958 1959 (esti- 1966 (esti- 
| mated) mated) 
Redhead di a Peer aioe | ois ey BF eee Se 
1, Licensing. ....-..-.- i alleen eect $66, 023 $60, 100 $40, 100 
2. Supervision of futures trading _- via zs 472, 292 475, 900 475, 900 
aR Rk BREE ED tit SE ae cet 170, 464 197, 200 197, 200 
4, Investigations_- 154, 947 166, 800 166 800 
Subtotal !__. sia lial il aca ahi 863, 726 ‘900, 000 | 906, 000 
Unobligated balance Ate S FEMI ORT FSIS IT BA te he seas Aah: , 
Total Pay Act costs (Public Law 85-462). -_..........---__- (35, 603) (77, 500) | (77, 500) 
| — —_ —_ — = — 
Total available or estimate... 864, 888 900, 000 900, 000 
Transferred from ‘‘Conservation reserve, soil bank programs, | ; ve oe 
Agricult*1re’’_. wei DON tec sc ca 
Proposed supplemental due to pay increases. - ieee | —68, 000 | 
SE ——————eEE | 
Total appropriation or estimate._._._...___- 832, 000 832, 000 | 
| 





Represents olications, The amount of $862,568 indicated for 1958 in the 1960 bv deet represents applied 
costs. The difference of $1,158 reflects, primarily, the excess of equipment ordered in 1958 over equipment 
used, 


Status oF PROGRAM 


Objective and functions—The major objectives of the Commodity Exchange 
Authority, in the enforcement of the Commodity Exchange Act, are to maintain 
fair and competitive pricing in the commodity futures markets, by preventing 
manipulation and other abusive trading practices. Enforcement of the Com- 
modity Exchange Act requires supervision over 16 commodity exchanges desig- 
nated as contract markets. Enforcement is a continuous process involving the 
following functions: 

1. Market designation and broker registration: (a) Designation of com- 
modity exchanges as contract markets; (b) annual registration of futures 
commission merchants and floor brokers; and (c) continuing review of ex- 
change rules and regulations. 

2. Supervision of futures trading: (@) Compilation, audit, tabulation and 
review of trade reports and current market analyses; (b) establishment, 
enforcement, and review of speculative limits; (c) review of market news 
and letters; (d@) maintenance of a quotation and ticker service; (e) anal- 
ysis of cash commodity transactions; (f) cooperative activities with con- 
trol committees of contract markets; (g) observance of floor trading; and 
(h) compilation and publication of market information. 

3. Prevention of misuse of customers’ funds: (a) Audit and examination 
of records of futures commission merchants; and (b) analysis of brokers’ 
financial statements. 

4. Investigation and control of trade practices: (a) Investigation of com- 
plaints and alleged and apparent violations; (0) trade practice audits and 
surveys; (¢c) investigation of delivery practices; and (d) preparation and 
presentation of evidence of violations in administrative hearings and ju- 
dicial proceedings. 

Current activities —The market regulatory work of the Commodity Exchange 
Authority covers the supervision of futures trading on 16 exchanges licensed 
under the Commodity Exchange Act as contract markets. These markets in- 
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clude the Chicago Board of Trade, the Kansas City Board of Trade, the Mip- 
neapolis Grain Exchange, the New York and New Orleans Cotton Exchanges, 
and the Chicago and New York Mercantile Exchanges. During fiscal year 1958 
the CEA supervised a trading volume of more than 8.4 million transactions in 
23 commodities, with the value of trading estimated at about $33.7 billion. 

Public Law 85-839, approved August 28, 1958, prohibited futures trading in 
onions, effective 30 days after enactment. On September 26, 1958, a three-judge 
U.S. district court at Chicago granted a temporaray restraining order enjoining 
the U.S. district attorney at Chicago from enforcing the ban. This litigation is 
still pending. Regardless of the final outcome, the CEA will continue to enforce 
the provisions of the Commodity Exchange Act relating to transactions in cash 
onions. 

For the maintenance of fair market practices and the prevention of price 
manipulation and other trading abuses, the CEA carries out continuing regula- 
tory programs and conducts special investigations and projects dealing with 
critical market situations and specific violations of law. 

CEA investigations during the 1958 fiscal year produced evidence for formal 
proceedings under the act charging manipulation of prices in cotton and corn and 
attempted price manipulation in potatoes, 

Proceedings were also initiated to suppress violations of speculative limits and 
the false reporting of futures transactions. In proceedings carried over from 
the previous year, sanctions were imposed for cheating and defrauding commod- 
ity customers. 

Special investigatory and market-analysis projects conducted by the agency on 
a marketwide basis during the year included trade practice investigations in the 
Chicago “wheat pit” and the Chicago egg futures markets; and comprehensive 
position surveys showing for selected dates the identity of all traders and the 
size and character of their positions in the New York futures market for wool 
and wool tops, the New York potato futures market, and the Chicago onion 
futures market. 

In its continuing program for obtaining basic, day-to-day information on 
current developments in futures trading in all commodities under the act, the 
agency maintained a comprehensive broker-and-trader reporting system involy- 
ing the processing and analysis of more than 500,000 daily and weekly reports. 
In the supervision of commodity brokerage activities, the CEA registered approx- 
imately 1,350 floor brokers and futures commission merchants. To safeguard 
the margin moneys and equities of commodity customers, the agency conducted 
detailed audits of the books and records of approximately 500 futures commis- 
sion merchants. 

Selected examples of recent progress 





1. Unlawful practices investigated —Following CEA investigations, seven 
formal complaints charging violations of the Commodity Exchange Act were 
issued during the 1958 fiscal year. Three of these complaints involved alleged 
manipulative activities by large firms, including charges of manipulating prices 
in the major futures markets for cotton and corn, and attempted manipulation 
in the potato futures market. Evidence to support charges of price manipula- 
tion in wheat, eggs, and onions was presented in lengthy hearings on complaints 
continued from the previous year. Included in the proceedings initiated in 1958 
were complaints charging violations of speculative limits in rye futures, failure 
to file required reports on transactions in lard and potato futures, and failure to 
report and filing false reports in egg futures. 

Proceedings were completed on two complaints issued during the year charging 
violation of the reporting requirements, and on a complaint of the previous year 
alleging cheating and defrauding of commodity customers. Sanctions were 
imposed in each of these cases. In a major egg manipulation case, completed at 
the administrative level in the 1957 fiscal year, charges against the respondents 
were sustained in 1958 by the U.S. court of appeals, before which the case was 
pending at the close of the year for consideration of sanctions imposed. 

2. Incompleted cases on hand increased.—Although the Government’s charges 
have been upheld in each proceeding completed during the past 5 years, CEA 
investigations in recent months have necessitated the issuance of complaints 
in excess of the number of cases completed. This has resulted in the carry- 
over of incompleted cases increasing from 6 at the end of fiscal 1957 to ll 
at the close of fiscal 1958. This is a situation that is largely unpredictable 
and that varies from year to year. Recent cases, particularly those involving 
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price manipulation, have been most strenuously defended and have involved 
time-consuming and costly proceedings. In other periods, when a larger 
number of cases have been disposed of through consent orders, there has been 
less accumulation of backlog. 

8. Consent disposition of cases.—Every effort is made to bring cases to a 
conclusion as promptly as possible because of the obvious fact that the deterrent 
effect of sanctions is greatly weakened if cases are not concluded until many 
months or even years after the offense is committed. In endeavoring to meet 
this problem the CEA at times finds it practical to accept consent disposition 
of cases in which the sanction accepted may be less than would be imposed 
were administrative and judicial proceedings carried to their ultimate con- 
dusion. It is felt that this course is justified when apparent disadvantages 
are offset by the benefits accruing from prompt disposition of cases. The ques- 
tion resolves itself into the selection of cases which seem most urgent and 
appear to carry the greatest likelihood of discouraging further violations by 
those invelved as well as by others who might engage in similar activities. 

4. Enforcement of speculative limits continued.—During the year the Agency 
continued to enforce speculative limits established by the Commodity Exchange 
Commission on daily trading and net positions in grains, soybeans, cotton, 
eggs, and onions. Maintaining compliance with the limits requires close 
daily scrutiny of the trading and positions of speculators and frequent exami- 
nations of the cash-commodity and futures holdings of large firms to determine 
whether futures positions reported as hedges comply with the requirements of 
the Commodity Exchange Act or are subject to speculative limits. 

Enforcement of speculative limits in 1958 disclosed 43 instances in which 
traders exceeded the limits, compared with 17 such instances in the 1957 
fiscal year, and 36 instances in 1956. The infractions of speculative limits 
were dealt with by administrative action in all instances except one which 
resulted in a formal complaint charging violation of limi.s and other provisions 
of the act. 

5. Potato futures surveyed.—The CEA maintained close surveillance of the 
potato futures market throughout the year. The sharp price bulge and heavy 
trading in potato futures from mid-February through April 1958 was made the 
subject of a comprehensive investigation. The investigation included an 
examination of all traders’ positions at the end of March 1958, just before 
futures prices reached the season’s peak of $6.10 per hundredweivht, and a 
similar survey near the end of April after the price break and resultant 
washout of speculative buyers. Study was also made of the buildup of 
cash-potato stocks in New York warehouses which figured prominently in the 
April price situation. 

6. New monthly report issued on wool and wool top futures.—An additional 
market-data service was provided beginning in April 1958, when the CEA ini- 
tiated the monthly report “Commitments of Traders in Wool and Wool Top Fu- 
tures.” Similar to the CEA reports on traders’ commitments in wheat and cotton 
futures, the report for wool and wool top futures shows the long and short specu- 
lative and hedging positions of large traders in the New York wool and wool top 
futures markets at the end of each month, and the total long and short commit- 
ments of small traders. Issuance of the new report reflects the growing interest 
in wool and wool top futures on the part of wool growers and their cooperative 
marketing associations, as well as wool merchandisers and processors generally. 
The report has been well received by private and cooperative marketing organiza- 
tions and by wool marketing specialists in agricultural colleges, and has been 


' Tequested regularly by many of the topmaking firms. 


7. Trade practices in wheat and eggs investigated.—A special project during 
the year was a trade practice investigation to determine the methods and prac- 
tices involved in the execution of trades in the Chicago “wheat pit.” This inves- 
tigation required the examination and transcription of data from all brokers’ 
trading cards and other records during a 1-week period when purchases and sales 
of wheat futures on the Chicago Board of Trade totaled 42,000 transactions, in 
terms of contract units. The survey determined for each trade the buying 
broker and the selling broker, the futures commission merchant involved, the size 
of the trade, and the price at which executed. Such trade practice investigations, 
although involving voluminous detail and time-consuming work, are an important 
means of detecting “wash sales,” “bucketing,”’ and other unlawful trading prac- 


fees. A similar investigation was made during the year of floor trading practices 
on the Chicago Mercantile Exchange. 
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8. Onion futures anaryred.—For the third consecutive year the agency con- 
ducted basic market analyses and investigations of trading in the Chicago onion 
futures market. Operations of large traders in onion futures were under Close 
surveillance, and speculative limits effectively enforced. 

9. Hedging of anticipated requirements supervised.—Under a 1956 amendment 
to the act, processors and manufacturers may hedge anticipated requirements 
of commodities by purchasing commodity futures, provided application is made 
to the CEA and applicable requirements fulfilled. The regulation of such opera- 
tions involves analysis of information and data submitted in support of appli- 
eations to hedge anticipated requirements and special scrutiny of processors’ 
and manufacturers’ cash-commodity and futures operations. During the 1958 
fiscal year, 14 large firms applied for anticipatory hedging quotas, comnared with 
10 in the previous fiscal year. The anticipated grain requirements of anpplicant 
processors and manufacturers in fiscal 1958 approximated 454 million bushels, 
compared with 352 million in the preceding fiscal year. In both periods the bulk 
of the anticipated hedging requirements was in wheat, followed by corn and 
soybeans. 

10. Marketwide surveys made of traders’ positions —The CEA made six “nosi- 
tion surveys” during the year. These surveys provide information showing 
the identity of each trader in a selected market on a given date, and the size and 
eharacter of the trader’s position—whether speculative or hedging. Surveys 
were made in the markets for wool and wool top futures conducted bv the Wool 
Associates of the New York Cotton Exchange, as of December 31, 1957: in the 
onion futures market of the Chicago Mercantile Exchange, as of October 81, 
1957: and in the potato futures market of the New York Mercantile Exchange, 
as of October 31, 1957, March 31. 1958, and April 25, 1958. 

11. Simplified reporting procedure adonted.—A saving of time and money to 
the Government and the produce trade was effected during the year by devising 
a simplified procedure for obtaining daily data on futures transactions in eggs, 
potatoes, and onions on the Chicago and New York Mercantile Exchanges. The 
cooperation of the two exchanges was enlisted in an arrangement whereby the 
clearing association of each exchange now furnishes the CEA in a single daily 
report the information on volume of trading, open contracts, and deliveries 
which was formerly provided in separate reports from each of apnroximately 
150 clearing members. The new procedure was given effect by amending CEA 
reculations so that clearing members are relieved of filing individual daily 
reports in egg, onion, and potato futures. 

12. Publications and reports issued.—Three publications on potato futures 
were prepared during the vear, the first of which deals with trading in the 1957 
May future and is entitled “Trading in Potato Futures, April-May 1957-” The 
results of the survey of all accounts in potato futures on October 31, 1957, are 
summarized in the report “Potato Futures: Survey of Onen Contracts on the 
New York Mercantile Exchange, October 31, 1957.” A special report entitled 
“Potato Futures Trading, 1957-58” presents an economic analysis of speculation 
and hedging in the highly active potato futures market in the spring of 1958, 
and includes comprehensive data on the market throughout the 1957-58 market- 
ing season. 

Other publications prepared during the year included: 

Onion Futures: Survey of Open Contracts on the Chicago Mercantile Exchange, 

as of October 31, 1957. 

Selected Statistics on Onions, 1957-58. 
Wool and Wool Top Futures: Survey of Open Contracts, as of December 31, 

1957. 

Commodity Futures Statistics, 1956-57. USDA Statistical Bulletin No. 221. 

Periodic statistical reports issued during the year were as follows: 

Daily reports issued by CEA field offices on volume of trading and open con- 
tracts in regulated commodities on the principal markets. 
Weekly reports: Sales of cotton “on call” based on New York futures: stocks of 

grain in deliverable position in federally licensed warehouses at Chicago, Il. 
Monthly reports: 

Trade in Grain Futures. 

Trade in Cotton Futures. 

Commttments of Traders in Wheat Futures. 

Commitments of Traders in Cotton Futures. 

Commitments of Traders in Wool and Wool Top Futures. 
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18. Brokers registered and market regulations reviewed.—The 16 commodity 
exchanges currently designated as contract markets and the 23 commodities in 
which futures trading was conducted under Commodity Exchange Authority 
supervision during the year are shown below : 


Market Regulated commodity 
Chicago Board of Trade_.----..--~.-.-- Wheat, corn, oats, rye, soybeans, lard, 
cotton, soybean oil, grain, sorghums, 
soybean meal. 


Chicago Mercantile Exchange..--~--~-- Eggs, potatoes, onions. 

Chicago Open Board of Trade_---~---- Wheat, corn, oats, rye, soybeans. 

Duluth Board of Trade_-----------.- (No trading in 1957-58. ) 

Kansas City Board of Trade__.------~- Wheat, corn, soybeans, bran, shorts, 


middlings, grain sorghums. 
Memphis Board of Trade Clearing 


NOTION ait ci wisn bine see Cottonseed meal, soybean meal. 
Milwaukee Grain Exchange_--~---.~. Wheat, corn, oats, rye. 
Minneapolis Grain Exchange_-.-~--~-_ Wheat, oats, rye, soybeans, flaxseed, 

barley. 

New Orleans Cotton Exchange__------ Cotton, cottonseed oil. 
New York Cotton Exchange__-------- Cotton. 
New York Mercantile Exchange. ._--_- Potatoes, onions. 
New York Produce Exchange__------- Cottonseed oil, soybean oil, tallow. 
Portland Grain Exchange... (No trading in 1957-58.) 
San Francisco Grain Exchange ---~ (No trading in 1957-58.) 
Seattle Grain Exchange... --.--.-.. Wheat. 
Wool Associates of the New York Cot- 

Pee echenm@e co eects Wool, wool tops. 


There were 537 futures commission merchants and 813 floor brokers registered 
during the past fiscal year. As of June 30, 1958, registered futures commission 
merchants maintained 1,976 principal and branch offices, and had agents in 312 
other offices handling orders for the purchase or sale of commodities for future 
delivery. A statutory requirement is that each contract market shall furnish 
the Secretary copies of its bylaws, rules, regulations, and resolutions, and of all 
changes and proposed changes therein. All such material received during the 
past fiscal year was reviewed currently. 

14. Fees collected.—Under authority of the Commodity Exchange Act, regis- 
tration fees are collected each year from futures commission merchants and floor 
brokers and deposited to miscellaneous receipts in the Treasury of the United 
States. During 1958, the following fees were imposed : 


Registration of futures commission merchants__...._....-.-_-- annually_._ $25 

meeratien: of Tibor beokere.. iis a ces ce bleadial iicinsiin 15 

Duplicate registration certificates_...................---._.------. each.. 2 
Fees collected amounted to the following : 

a a nae rae i ae $29, 824 

a AAMT SA Ea 39, 500 

a et ea 40, 000 


Effective with registrations expiring after December 31, 1958, the fee for regis- 
tration of futures commission merchants has been increased from $25 to $30, 
and the duplicate certificate fee from $2 to $5. 

15. Audits made of commission merchants’ accounts.—During the year 506 
audits of futures commission merchants were made. These audits covered the 
accounts of 26,326 customers who had to their credit $81,672,368.20 required to 
he segregated from the funds of the carrying brokers. The number of audits, 
the number of accounts examined, and the amount of customers’ funds were all 
below the previous year as a result of the increased trade practice and position 
‘irvey activity. Deviations from the law or regulations were discovered in 
a10 instances. The nature of these deviations and the corrective action taken 
ty the futures commission merchants made unnecessary the issuance of any 
formal complaints. In addition, a total of 538 financial statements received from 
futures commission merchants were analyzed. 

16. Volume of trading supervised.—tIn all regulated commodities in the 1958 
fiscal year there were 8,424,000 futures: transactions (purchases plus sales, in 
‘rms of contract units). This represented a decrease of 4.7 percent compared 
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with the 8,837,000 transactions in the 1957 fiscal year. The total for 1958 was 
slightly above the average of 8,379,000 transactions for the 10 fiscal years, 1948 
through 1957. 

The value of trading, which reflects changes in price level as well as volume of 
transactions, was estimated at $33,679,800,000 for all regulated commodities ip 
the 1958 fiscal year. This was a decrease of 6.2 percent compared with the esti- 
mated value of $35,918,300,000 in the 1957 fiscal year, and was 18.7 percent below 
the average of $41,411,700,000 for the 10-year period, 1948 through 1957. 

The volume of trading in wheat futures supervised by the CEA increased for 
the third successive year, and the trading volume in cotton futures showed a 
moderate increase after a long period of declining activity. Other commodities 
with increased activity in the 1958 fiscal year included rye, wool, eggs, potatoes, 
and soybean meal. Corn, oats, soybeans, fats and oils, and other commodities 
showed decreased activity during the year. Wheat futures trading on all markets 
amounted to 5.2 billion bushels in the 1958 fiscal year, the largest since 1948, A 
substantial volume of hedging transactions against price risks was a factor in 
increasing the volume of trading in the wheat futures markets during the year. 
Soybean futures trading, although reflecting some decrease in activity, continued 
to rank second in volume, with substantially increased hedging against price risks, 
The soybean futures trading volume was 3.9 billion bushels, or 12 percent smaller 
than in the 1957 fiscal year. The volume of trading in corn futures, amounting 
to 2 billion bushels, and in oats about a half billion bushels, declined from the 
preceding year. Activity in rye futures increased to approximately 1 billion 
bushels, the largest in 12 years. 

Trading in cotton futures, after declining almost steadily since the Korean war, 
registered a moderate increase in the 1958 fiscal year. The 25,202,000 bales traded 
was 13 percent above the previous year. With wool prices declining most of the 
year, trading in wool futures at New York showed a moderate increase, due in part 
to increased hedging against price risks. Trading in wool top futures declined. 

The futures markets for eggs, potatoes, and onions continued to hold a sub 
stantial volume of trading. Activity in Chicago egg futures, amounting to 371,701 
earlots, slightly exceeded the 1957 fiscal year volume and was the second largest 
on record. Futures trading in potatoes at New York was 188,157 carlots, or 873 
percent larger than in the previous year and the second largest on record. Onion 
futures trading in Chicago amounted to 69,956 carlots, a decrease of 21.3 percent 
compared with the 1957 fiscal year. 

Activity in the futures markets for fats and oils, although declining from the 
high levels of the 1957 fiscal year, continued in substantial volume. Soybean 
oil trading at 9 billion pounds, was the second largest volume on record. Trading 
in cottonseed oil futures amounted to approximately 3.6 billion pounds; and in 
lard futures about 1.6 billion pounds. 

With livestock prices advancing most of the year and a good demand for soy- 
bean meal, activity in sovbean meal futures reached a record 6.7 million tons in 
the 1958 fiscal year. Futures trading in cottonseed meal decreased during the 
year. 

The following table shows the volume of trading, by commodities, for fiscal 
years 1957 and 1958. 
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Volume of futures trading, all contract markets combined, by commodities, fiscal years 
ended June 30, 1957, and June 30, 1958 














ee y 

| Percent of 

Commodity Unit 1957 1958 increase 

| (+) or de- 

crease (—) 
ee ear . tt hee = — 
Wheat. .- | 1,000 bushels. . 4, 885, 821 5, 202, 973 +6. 5 
Corn. |-- JD. cain 2, 27°, 888 2,011, 322 —11.6 
Oats... A oi ali 643, 368 4°3, 635 —29. 5 
Rye... Adee 913, 312 998, 266 +9.3 
Barley - - - Oise. 236% 0 7) oo 
Flaxseed . - ahip sativa 6, 147 10, 721 +74.4 
Soybeans BOs wakin - 4, 479, 827 3, 943, 177 —12.0 
Grain sorghums.- --. | Million pounds. bck 17.4 34.0 +95.4 
Cotton. 1,000 bales 22, 306 2%, 202 +13.0 
Wool... | 1/000 pounds... - 102, 528 107, 814 45.2 
Wool tops | do... 98, 760 78, 530 —20. 5 
Butter... | Carlots_-. 2 0 |_- 
Rees. SS 368, 816 371, 701 8 
Potatoes. - - | do 137, 178 188, 169 +37. 2 
Onions. cut E 89, 229 69, 966 —21.6 
Cottonseed oil-- | 1,000 pounds. oii 4, 541, 840 3, £70, 780 —21.6 
Soybean oil - dos... 12, F83, 200 8,974, 80 —28.8 
Lard pA oa 2, 439, 080 1, 555, 080 —36. 2 
Tallow- do. 18, *40 1, 380 | —92,6 
Bran Tons___-- 19, 680 2 400(15252.- >. 
Shorts | ar 6, 180 720 
Middlings | ooo ice 8, 715 1, 260 4 3 
Cottonseed meal. - ae Spaniel do... 133, 000 90, 700 —31.8 
Soybean meal | do... 6, 254, 600 6, 684, 900 | +6.9 

17. Workload data on major activities of the Commodity Exchange Authority 











| 
Actual | Esti 
| 1957 | 1958 | 1959 
I, Licensing: 
Futures commission merchants registered... ..----- | 579 537 550 
Floor brokers registered - - - baie 887 813 825 
II, Supervision: 
Markets and commodities: 
Exchanges....-.-..- = csicijll ninco Siabdapianaian a etaenrs 17 16 16 
Commodities. _-.-.-- ; 23 23 20 
Markets (6 wheat markets, 3 cotton markets, ete.) 49 46 46 
Reports tabulated and analyzed: 
Daily trading volume and open contracts_.-._.--- 276, 242 239, 353 250, 000 
Daily and weekly reports on large traders. - - -.--- 305,082 | 275,187 | 300,000 
Deliv OIF BION. <2 Sse Sd dddbadaeabdebecsaceed 37, 189 43, 589 40, 000 
Special calls and surveys- -..........-...------ sosnoiar 7 6 6 
ROO « onccdedcdhotonckteedebdtestheeledades 5, 787 4, 182 7, 500 
General activities, including observance of trading, con- 
tact with exchange offici: als, establishment, review and 
enforcement of speculative limits, quotations service, 
price compilations, and review of market letters. (') (‘) (') 
Ill, Audits: 
Audits of customers "segregated funds----..-..-- ‘ 649 506 650 
Accounts examined..-.- _ nian eapibie prea 33, 270 26, 326 33, 000 
Financial statements --- aia » dence eaans 577 538 550 
IV, Investigations: 
Compliance investigations completed...........----- 48 37 50 
Trade practice surveys completed --.-.--..- z 3 2 2 
Number of transactions examined. -- 6, 100 59, 000 40, 000 
Criminal prosecutions initiated Jiwosndcaeiemse 0 0 1 
Administrative proceedings initiated. ............--- 5 7 6 


‘No measure of workload available. 


Mr. 
Mr. 
Mr. 
Mr. 


NATCHER. 
Miuer. I do. 

Narcuer. You may proceed. 
Mitier. Thank you, sir. 





Do you have a general statement, Mr. 
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GENERAL STATEMENT 






Mr. Chairman, I am glad to have this opportunity to present to the 
committee a brief résumé of the work of the Commodity Exchange 
Authority which administers the Commodity Exchange Act. 

Regulation of futures trading began in 1922 when the Congress 
enacted legislation conferring limited authority to regulate trading 
in the grain futures markets. By amendments in 1936, the basic legis. 
lation was strengthened. And regulation was extended to cotton, 
butter, eggs, potatoes, and other commodities. Since that time further 
amendments have added wool, soybeans, fats and oils, oil meals, and 
other commodities. At present the regulatory work of the CEA covers 
all of the leading futures markets for domestically produced farm 
commodities. 











BASIC 





PURPOSES OF ACT 








Basic purposes of the Commodity Exchange Act include the pre- 
vention of price manipulation and corners, and prevention of the 
dissemination of false or misleading crop and market information 
affecting commodity prices. The act 1s also designed to protect hedgers 
and other users of the commodity futures markets against cheating, 
fraud, and misuse of customers’ funds. Other purposes are to assure 
the benefits of membership privileges on contract markets to coopera- 
tive associations of producers and to provide the public with basic 
information on trading operations in the futures markets. 














PRICING FUNCTIONS 











AND MARKEETING 






The pricing and marketing functions of the futures markets af- 
fect individual farmers, as well as merchandisers and processors. 
In grains and cotton, marketing practices and programs have changed 
much over the years, but the price in the futures market is still the 
common denominator in pricing the cash or spot commodity, both 
at terminal markets and at country points. The marketing decisions 
of many farmers are guided by futures prices, and it is essential that 
these prices reflect basic market conditions, rather than artificial or 
manipulative forces. The Commodity Exchange Authority has a 
continuing task in maintaining effective safeguards against such 
forces. 













HEDGING PRACTICES 







“Hedging” in the futures market to reduce price risks is standard 
practice for many merchandisers, processors, farmer cooperative as 
sociations, and some of the larger producers. They make hedging 
sales in the futures market to offset or reduce price risks on stocks of 
commodities. And they buy futures to reduce price risks incident 
to forward sales commitments of commodities and commodity prod- 
ucts. In grains and cotton, hedging by merchandisers and proces 
sors is of such importance—now as in the past—that total “open con- 
tracts” in the futures markets tend to rise and fall seasonally with the 
flow and ebb of these crops into commercial channels. The ready 
adaptability of futures trading to changing needs in marketing has 
been demonstrated recently in soybeans. The record production of 
soybeans in 1958 was followed by a record volume of hedging in the 
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soybean futures market. Also, the hedging facilities of the soybean 
oil and soybean meal futures markets have been extensively used 
in moving large supplies of these commodities into commercial chan- 
nels) In wheat merchandising since 1956, to cite another example, 
hedging in the futures markets has been an important factor in the 
exporting of CCC stocks through private trade channels. 


SPECULATIVE TRADING 


Speculative trading provides market volume and liquidity neces- 
sary to facilitate hedging and focuses at one point the many factors 
and forces which affect commodity values. Price risks are shifted from 
those engaged in the marketing and processing of commodities to 
speculative traders who are willing to assume such risks. Obviously, 
the maintenance of fair and honest practices and open competition in 
futures trading is essential for serviceable hedging facilities and the 
proper registration of prices. 


VOLUME OF TRADING 


Trading supervised by the CEA in fiscal 1958 covered 23 commodi- 
ties. Some of these are traded on more than one exchange—wheat, for 
example, on three large futures markets, the Chicago and Kansas City 
Boards of Trade, and the Minneapolis Grain Exchange. The ex- 
changes licensed under the act conducted 46 futures markets in the 
1958 fiscal year. The trading volume supervised by the CEA, mea- 
sured by the number of purchases and sales in terms of contract units, 
was more than 8 million transactions, and the estimated value of such 
trading $33.7 billion, as compared with $32.1 billion for securities on 
the registered securities exchanges. 


REPORTING SYSTEM 


Daily surveillance of trading is maintained by means of reports 
required from exchange clearing members, brokers, and large traders. 
The reports provide basic facts and figures on trading operations as 
they occur. In fiscal 1958, an estimated 515,000 reports were re- 
ceived, processed, and analyzed. Maintenance of the reporting sys- 
tem provides a sound factual foundation for surveillance of large 
traders’ operations, for the analyses of sensitive market situations and 
price movements, and for investigations of questionable trading ac- 
tivities and practices. The reporting system is essential to the enforce- 
ment of the speculative limits established by the Commodity Exchange 
Commission. It is also the source of the data for the CEA’s daily, 
monthly, and annual statistical releases which present the more im- 
portant figures on futures trading in all regulated commodities. 


REGULATION OF BROKERAGE ACTIVITIES 


Commodity brokerage activities are also regulated, for the purpose 
of protecting commodity customers from losses arising from improper 
handling of their funds, and for safeguarding the markets against 
manipulative or other unlawful trading operations. This regulation 
begins with the annual registration of commodity brokers. In the 
1958 fiscal year the registration of floor brokers on the exchanges 
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numbered 813. The registration of futures commission merchants 
covered 1,976 principal and branch offices where customers’ orders for 
the purchase and sale of regulated commodities are handled. 

Another essential part of brokerage regul: ation is the auditing of the 
books and records of brokerage firms to “deter mine whether the funds 
of their customers are being h: andled and accounted for as required by 
law. CEA accountants made 506 such audits in the 1958 fiscal year, 
covering the commodity futures accounts of 26,000 customers. The 
knowledge that CEA accountants call upon brokerage firms without 
notice to audit their books is an assurance to customers and a strong 
deterrent to improper brokerage practices. 


INVESTIGATION OF VIOLATIONS 


The suppression of market abuses, and particularly price manipula- 
tion, is a major test of the agency’s enforcement program. This ne- 
cessitates complex and det: tiled investigations, and the marshaling 
of evidence that will stand up in court. In a major price manipulation 

‘vase which engaged the agency in the 1958 fiscal year and was con- 
cluded shortly. after its close, a large grain firm was put out of the 
Kansas City wheat futures market and the Chicago corn futures market 
for 90 days, and its brokerage registration suspended for the same pe- 
riod. Charges of attempting to manipulate the New York potato fu- 
tures market resulted in the denial of trading privileges and the suspen- 
sions of the brokerage registrations of those involved. In a very 
complex and time-consuming case, hearings were recently completed on 
a complaint charging a large cotton firm with manipulating prices on 
the New York and New Orleans Cotton E xchanges. In a heavily con- 

tes‘ed case ex‘ending over several years, involving charges of manip- 
wlating the Chicago egg futures market, the respondents were found 
guilty at every stage of the administrative and judic ial process. And 
their petition to the Supreme Court for certiorari was denied on Feb- 
ruary 24. In other proceedings resulting from CEA investigations in 
the 1958 fiscal year, sanctions have been “imposed for cheating and de- 
frauding commodity customers, exceeding speculative limits, filing 
false reports, and other violations of the act. 


1960 BUDGET REQUEST 


The budget estimate for enforcement of the Commodity Exchange 
Act for the fiscal year 1960 is $900,000, the same as the estimate for 
1959. Mr. Kauffman and his associates will be glad to give you such 
detailed information respecting the estimate as you may desire. 

Mr. Narcner. Thank you, Mr. Miller. 


Mr. Kauffman, do you have a general statement ? 
SHIFT IN TRADING PATTERN IN GRAIN 


Mr. Kaurrman. [have no general statement. It appears to me that 
Mr. Miller’s statement was quite comprehensive. I might mention in 
passing one of the most significant things that we observed dur ‘ing the 
past fiscal year was the pronounced s hift in the tr ading pattern by the 
grain industry in hedging wheat supplies and requirements in the 
futures market. 
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Ordinarily you would expect the large hedgers to be net short. In 
other words, they go into the futures market ‘and sell futures to safe- 
guard themselves against declining prices on the commodities owned. 
It is not nearly so frequently that you find them going in and buying 
futures against forward sales commitments, but duri ing the past fiscal 
year the free supplies of wheat, the supplies outside the price support 
program, declined beginning 1 in January a year ago and that decline 
continued until practic ally the end of the fiscal year, which coincided 
with the wheat crop year. And we found the hedgers shifted their 
commitments from a traditional net short position in the market to a 
net long position in order to protect themselves from price risks asso- 
ciated with the fulfillment of their nearby sales commitments which 
had to be fulfilled prior to the movement of the new 1958 crop to 
market. 

This was the most pronounced shift in trading patterns during the 
past 10 years, and it not only reflected the tightness i in the free mar- 
ket supplies a year ago, but also the operation of the C ommodity Credit 
Corporation’s payment- in-kind export program, which was begun in 
September 1956, and which tended to emphasize the use of normal 
trade channels rather than primary reliance on the Commodity Credit 
Corporation’s stocks. 

During the following 6 months, which ended in December 1958, with 
the movement of the new crop to market, the hedgers swung back to 
their traditional net short position in response to the need for obtain- 
ing price-risk protection for their inventories. 

That is just an illustration of the adaptability of the futures mar- 
kets to the changing needs of wheat merchandising and distribution. 


USE OF SOYBEAN FUTURES MARKET FOR HEDGING PURPOSES 


Mr. Miller mentioned the greatly increased ultilization of the soy- 
bean futures market for hedging purposes by soybean processors. 
That reflected the record production of soybeans last year and was 
visible evidence of their emphasis on the need of hedging protection 
against the large supplies of beans that were moving to the processing 
plants for soybean oil and meal production. 

In both the soybean oil and the soybean meal futures markets short 
hedging commitments have been at high levels in recent months. In 
fact, there was an increase in the soybean meal futures volume of 
about 248 percent during the past 8 months as compared with the 
corresponding period a year ago. 


VOLUME OF TRADING FOR 1960 


Mr. Narcner. Mr. Kauffman, at this point I wonder if you would 
give the committee some idea of the volume of trading now and what 
you reasonably can expect as far as the future is concerned, and 
especially in the fiscal year 1960. 

Mr. Kavrraan. Any forecast of volume during the next fiscal year 
would be most difficult. We see no reason for anticipating any sub- 
stantial change in volume. 
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WORKLOAD DATA 


We have submitted detailed data here in tabular form—lI believe 
it is page 167—which shows the actual workload as near as it can 
be reduced to figures during the past 2 fiscal years, the estimated 
current workload and the estimated workload during fiscal year 1960, 
It shows very little change overall. As you, of course, fully under. 
stand, it is impossible to estimate the precise workload incident to 
the regulation of markets, particularly the futures market, in the 
future. But we have given our best judgment in the tabular statement, 
“Workload Data on Major Activities of the Commodity Exchan 
Authority.” I believe that has already been inserted in the ream 

Mr. Natcuer. We inserted that in the beginning. 


NUMBER OF VIOLATIONS 


Mr. Kauffman, what about the number of violations that you have 
had during the past year, and I wonder if you would tell the committee 
just what action was taken on the particular violations. 

Mr. Kavurrman. I think that I will refer that inquiry, if I may, 
to Mr. Bagnell, the Deputy Administrator, who, I think, has some 
very interesting information on the subject. 

Mr. Baeneti. With regard to the number of violations, we find 
they were about the same as last year. There were 17 cases that we 
red action on during the year in a formal fashion, 17 administrative 
proceedings on which formal complaints had been filed. 

The measure of the workload is not very accurately indicated by 
the number of cases. We had one case that involved merely the filing 
of a complaint. The man did not show up or answer the complaint 
so that case was disposed of with practically no expense and no time. 

At the other extreme we have another case that has been dragging 
through the administrative and judicial process since 1953. It was 
disposed of finally by the Supreme Court about 3 or 4 weeks ago, so 
the number of cases is not a very good index. 


SPECULATION ESSENTIAL TO MARKETS 


Mr. Miller mentioned that speculation is an essential part of these 
futures markets. It is the process by which people who do not want 
to speculate, such as processors, millers, and others, can pass the 
speculative risk on to people who do want to speculate. But as you 
can well recognize when you get a large number of speculators into 
any sort of deal, some of them are going to want not only to be basically 
right, but to help the situation a little bit by nudging the market n 
the direction that will be helpful to them. We find that has con- 
tinued ever since we have been looking at the commodity futures 
markets. We think that it will continue as long as we look at them, 
and long after that. And we also find that any relaxation in enforce: 
ment programs brings up a new crop of would-be manipulators. 


: MANIPULATION OF WHEAT AND CORN MARKETS 


Mr. Miller mentioned a case that I think was perhaps the most im- 
portant that we have had in recent years. That involved one of the 
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largest grain firms in the world. We charged them with manipulating 
rices of wheat at Kansas City and corn in Chicago for the purpose of 
uying Government stocks at a lower price than they otherwise would 
have been able to obtain these stocks for. That was because of the 
fact that practically all grain is sold based upon futures prices and 
the CSS accepts bids hinged to futures prices. These people, we 
alleged, ight the prices down just long enough to register a low price 
on which they were then able to buy stocks at some considerable ad- 
vantage to themselves. I think that points up pretty sharply a sort 
of new angle to this futures business in that the Government itself 
has a direct stake in the integrity of these markets because of the ex- 
tent to which the Government itself is in the commodity business. It 
used to be that it was just the trade and the public that was con- 
cerned, but now the Government has a pretty direct stake. 


CONSENT DISPOSITION OF CASES 


This case was really two cases. We got started on the Kansas 
City wheat case and finished the hearings, and the referee issued a 
report sustaining our findings, and in the meantime we found them 
domg the same thing in Chicago in corn, so we filed another com- 
plaint against them. They came in and suggested a consent dis- 
position, and we took a consent disposition imposing the sanctions 
that Mr. Miller mentioned—a 90-day suspension of their trading 
privileges in wheat in Kansas City and corn in Chicago and a sus- 
pension of their registrations for the same period. We were influ- 
enced in that to a considerable extent by our feeling that disposin 
of those cases promptly was better than letting them drag aaa 
the courts for 4 or 5 years, even though we might get a more severe 
sanction at the end of that time. In other words, we want to pass 
the word to the people trading with the Government in the handling 
of these stocks that if they are caught atempting to manipulate prices 
they can expect some action under the Commodity Exchange Act. 
That case is an illustration of how one case can take an awful lot 
of our time and resources. We put in a great deal of time on it. 


MANIPULATION OF EGG MARKET 


The egg case that Mr. Miller also mentioned that the Supreme 
Court disposed of quite recently involved manipulation that took 
place in December 1952, by a group of speculators in Iowa, Texas, 
and Illinois. We had to get those people tied in as a conspiracy 
which took quite a bit of investigation. 

The thing was fought bitterly from the beginning to the end, and 
while it is an unusually long and drawn-out case, it shows how good 
resourceful counsel can delay one of these things if he sets his mind 
to it. On the whole I think that our enforcement program is still 
what we have mentioned to you before: a selective proposition. We 
pass up possible investigations that do not look too fruitful. Others 
seem more fruitful. We have a complete full-time job and my guess 
is we will continue to have one. 


Mr. Narcuer. Thank you, Mr. Bagnell. 
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ESTIMATES SUBMITTED TO BUDGET BUREAU AND DEPARTMENT 


Now, Mr. Kauffman, did the Budget Bureau make any cut in esti- 
mates submitted by the department ? 

Mr. Kaurrman. Yes. The department recommended to the Bureay 
of the Budget $911,100. The Budget estimate is for $900,000, 

Mr. Narcuer. Did the department budget make any cut in the 
estimate submitted by the CEA, and if so, how much, and what wil] 
be the effect of that ? 

Mr. Dasuner. May I answer that? The agency did offer to the de- 
partment an estimate of $965,100, which was $54,000 more than the 
estimate submitted to the Bureau of the Budget, Mr. Chairman. The 
increase requested was for additional work in developing informa. 
tion with regard to market situations, and to eliminate abuses in 
marketing practices. 

Mr. Narcuer. What effect, if any, will this reduction have on the 
Commodity Exchange Authority ? 

Mr. KaurrMan. We have been at a very low level for many years, 
Mr. Chairman, and this budget estimate, of course, is submitted by 
the President. He is in the position of overall responsibility, and we 
are not asking for one penny more than the budget estimate. 


WORK AND BUDGETS OF SEC AND CEA COMPARED 


Mr. Natcuer. Mr. Kauffman, how does volume of trading in sect- 
rities supervised by the Security and Exchange Commission compare 
with the volume of trading in commodities supervised by the Con- 
modity Exchange Authority ? 

Mr. Kaurrman. Well, I am not familiar with the figures on the total 
volume of securities transactions over any extended period. The value 
figures of commodities are slightly greater on the commodity futures 
exchanges which we supervise, than is the case with the stocks and 
bonds excluding U.S. Government bonds, traded in on the registered 
securities exchanges which are supervised by the Securities and Ex- 
change Commission. 

Mr. Miter. $33.7 million, I believe he said, versus 32.1. 

Mr. Narcuer. What is the cost of supervising the trading 1 
securities ? 

Mr. Kaurrman. I understand the SEC has an appropriation of 
about nine times as much as the CEA. That, of course, covers the 
work done under several statutes and includes the registration of 
securities. 

I think they administer perhaps five or six different statutes. We 
administer only one. Their total appropriation, I understand, 
about nine times ours. I think they have an estimate of about $81 
million, something of that kind, and the number of their employees 
I believe, is about eight times as many as the CEA, 

Mr. Narcuer. Mr. Santangelo? 


CONTINENTAL GRAIN CO. CASE 


Mr. Santancevo. In connection with that case that you had, 
Continental Grain Co. 
Mr. KaurrmMan. We will be glad to send you a copy of the com 
plaints and the order. 
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Mr. SanTANGELO. Pending outcome of the case, was this company 
permitted to operate ¢ 

Mr. BacneLi. We have no way of preventing their operating until 
the case has been concluded. 

Mr. SAnTANGELO. Did you keep an eye on their operations after that 
to see whether or not they were continuing the practice which you 
were trying to restrain ? 

Mr. BAGNELL. Very closely. As I indicated we did find another vio- 
lation while the first violation was still in administrative process. 

Mr. SANTANGELO. There was only one other violation that they 
committed while you were pursuing this lawsuit ? 

Mr. Bacgne.ty. That is my opinion. 

Mr. SANTANGELO, You found only one other violation ¢ 

Mr. Baenety. That is correct. 


EXCISE TAX ON FUTURES 


Mr. Sanrancevo. In connection with this $33.7 billion volume of 
business which you supervised, during these transactions, are there 
any documentary stamps which they pay for similar to that which 
is paid for sale of stocks under jurisdiction of SEC ? 

Mr.. KaurrmMan. No, Mr. Santangelo. The excise tax on futures 
transactions was repealed about 20 years ago. There was a tax at vari- 
ous times, but it was repealed, I believe, about 20 years ago. There 
has been no tax imposed since then. 

Mr. Santanceo. Is there any reason why these transactions, which 
are similar to those which are covered by the Securities and Exchange 
Commission, should not have any excise tax or any documentary 
stamp tax which the sale of stocks on the regular markets have? 

Mr. KaurrmMan. That, of course, has been considered numerous 
times by the Ways and Means Committee and the Committee on Fi- 
nance in the Senate. They finally decided in the thirties that it was 
an unnecessary, perhaps unreasonable burden, and that it tended to 
merely add to the costs of distributing commodities. 

It was repealed sometime in the thirties. 

Mr. Santancero. As I understand it, the tax that is on the sale 
ofashare of stock today carries with it only 4 cents on the first $150 of 
value, 

Mr. Kaurrman. It is very nominal. 

Mr. Sanrancero. And 8 cents on anything above $150 of value. 

Do you think a burden of 4 cents on a sale of futures having a value 
of less than $150 is so burdensome? 

Mr. Kavrrman, I haven’t given that any consideration, Mr. San- 
tangelo. I would want to give it pretty careful thought before at- 
tempting to express a formal opinion on it. I know it was the subject 
of committee hearings for a good many years during the 1920’s and 
early 1930’s, and I believe the Ways and Means Committee recom- 
mended its repeal and the Senate Finance Committee went along with 
that recommendation. 

Mr. Sanrancexo. This administration has refused to give you an 
additional $60,000. It is my information that we receive approx- 
mately $30 million of revenue from the excise tax on the sale of stock 
on the exchanges in the United States. The volume of business in 
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the trading of futures exceeds the volume of business on the American 
exchange, stock exchanges and all those exchanges covered by the 
SEC. 

It appears to me we are overlooking $30 million of additional reve- 
nue which we could obtain from an excise tax on the sale of futures, | 
do think that you gentlemen, from your position, should make a de- 
termination whether or not it would be an undue burden upon the sale 
of futures which you are supervising. You might be able to recom- 
mend to your administration an excise tax which would give us an 
additional $30 million, and perhaps help to balance the budget, with 
which this administration is so keenly concerned. 

Would you kindly, for the record, make a study ? 

Mr. Chairman, I do not know whether I have sufficient time. Will 
you kindly make a study to see whether or not in your opinion an 
excise tax similar to the excise tax on the sale of other stocks would be 
burdensome to the sale of futures? 

Mr. Kaurrman. We will give some thought to the matter. 

Mr. Natcuer. Without objection, a short statement will be in order 
at this point. 


FUTURES MARKETS HELPFUL TO PRODUCERS 


Mr. Mier. Mr. Chairman, I am certainly not an authority in this 
field. It has always been my thought that the futures market oper- 
ated to the advantage of the producer of agricultural commodities in 
many instances, as I have outlined in my statement, that permits much 
of the risk of marketing a commodity, both from the producer's stand- 
point and from a broker’s standpoint. 

The futures market is a very vital part in that marketing system. It 
has been my thought, Mr. Kauffman, that one of the reasons why these 
excise taxes were not leveled against the commodities market was 
that they played a different part in the picture of expediting the move- 
ment of agricultural commodities than does the stock market in moving 
stocks. 

The futures market is an adjunct to the normal marketing proce- 
dure and eliminated a great many hazards to the producers. 


POSSIBLE SOURCE OF REVENUE 


Mr. Santancevo. We are talking about one-fiftieth of 1 percent, on 
$33.7 billion. I do not see any difference in the sale of futures and the 
sale of stock. When the excise tax was eliminated in 1930 we were in 
a depression. Perhaps the elimination of the tax may have been justi- 
fied at that time, but today we are supposed to have an expan 
economy and we are supposed to be in a period of prosperity. 

I do think it is a source of revenue which should be brought to the 
attention of Congress and you people can best determine the impact 
of one-fiftieth of 1 percent or one-hundredth of 1 percent upon the 
sale of futures on the part of the agricultural industry. 

Mr. Mitixr. With proper reflection we will be happy to insert 
the record a statement. 

Mr. KavurrMan. We will review the historical background and seé 
how much was collected previously and file an informative statement 
on it. 
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Mr. Sanrance.o. And while you are doing that, you can check with 
the Internal Revenue Service to determine how much revenue we 
get from the documentary stamps in the sale of stocks and bonds and 
we can estimate what income can be derived from a small excise tax 
upon the sale of futures. — 

Mr. KaurrMan. We will be glad to do that. 

Mr. Santanceto. Thank you. 

(The information requested is as follows :) 

A Federal tax on sales of produce for future delivery at or under the rules or 
usages of any commodity exchange was in effect from December 1, 1914, to J une 
30, 1938. During this period the tax rate, as revised from time to time, varied 
from 1 cent to 5 cents per hundred dollars in value or fraction thereof. Exempt 
from tax were “scratch trades’—trades consisting of purchases and sales of 
the same future of the same commodity on the same day on the same market 
at the same price for the a@tount of the same person. 

The tax was repealed as of July 1, 1938. Receipts of $3,599,388.57 from this 
source during fiscal 1938, when a rate of 3 cents per $100 was in effect, were 
reported by the Commissioner of Internal Revenue. 

The tax was repealed on a showing that it constituted a particularly heavy 
burden on the type of trader least able to bear it and perform his proper func- 
tion in the market, namely, the “scalper” or “in-and-out trader” in the com- 
modity futures market and that it was a burden on the market. 

The Internal Revenue Service advises that since September 1952, receipts 
from stamp sales incident to the tax on capital stock transfers are not sepa- 


rately recorded. IRS reports that for fiscal 1952 receipts from this source were 
$22,577,076. 


Mr. Natcuer. Mr. Horan. 


EXPENDITURES IN 1959 


Mr. Horan. Will you spend all your money this year ? 

Mr. Kaurrman. Yes. We will spend our money this year without 
any difficulty. We will have to have a reduction in force, I believe, 
tomeet the budget for the remainder of the fiscal year. 


NUMBER OF EMPLOYEES 


We had 125 employees as of the end of December. 

We have about 123 now, and I think we will have to get down to 122 
at the end of June. 

Mr. Horan. Your estimate is for 120. 

That is all, Mr. Chairman. 

Mr, Natcner. Mr. Michel. 

a Micuet. Of that reduction in force, those will be people doing 
what ¢ 

Mr. KaurrMan. Well, as vacancies occur we probably will try to 
get along without filling the vacancies. Can you give a more specific 
answer to that, Mr. Currie ? 

_ Mr. Currie. Our reduction in force will involve accounting and sta- 
tistical clerks in order to meet the 1959 budget. 

Mr. Micuen. That is all, Mr. Chairman. 

Mr. Natcuer. Mr. Miller, we want to thank you and Mr. Kauffman 
and the members of your staff for a fine presentation. ‘The members 
of this subcommittee will always believe that the Commodity Ex- 
change Authority has performed a fine job. Thank you very much. 
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Mr. Mitier. Mr. Chairman, we appreciate the opportunity and 
consideration shown us this afternoon in our explanations. 

Mr. Narcuer. Thank you, sir. 

The committee will recess until 1 o’clock tomorrow. 


RURAL ELECTRIFICATION ADMINISTRATION 
Turspay, Marcu 10, 1959, 


WITNESSES ' 


KENNETH L. SCOTT, DIRECTOR, AGRICULTURAL CREDIT SERVICES . 

DAVID A. HAMIL, ADMINISTRATOR, RURAL ELECTRIFICATION 
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L 
Loan AUTHORIZATIONS | 4 
Program and financing 

1958 actual | 1959 estimate | 1960 estimate 

Program by activities - 
i, Rural electrification $241, 636, 869 | $275, 000,000 | $245, 000, 000 

2. Rural telephone... Seat aca : ei 89, 238, 000 98, 000, 000 80, 000, 000 $ 
Total obligations... -- ‘ | 330, 874, 869 87 3, 000, 000 ~ 325, 000, 000 


Financing: 

Unobligated balance brought forward (authorization to | } 

expend from public debt receipts) Eas —171, 570,037 | —67, 628,340 | —107, 353, = 
Recovery of prior obligations__. —7, 933, 172 —3, 225, 000 —3, 000 


Unobligated balance carried forward (authorization to ex- 
pend from public debt receipts) | 67,628,340 | 107,353, 340 353, 340 . 
Unobligated balance of public debt ‘myer (reserve 1 
authorization available during year) 7 20: COG. B00. . cis. sce deocguaeeee 















Authorization to expend from essa: debt receipts (new | 


obligational authority) -- 239, 000,000 | 409, 500,000 | — 215, 000, 000 














and 


[CES 
‘ION 


VIFI- 


TION 


TRA- 
TION 
‘ICA- 


GRI- 
GEN- 


CER, 





stimate 


000,00 
000, 000 


000, 000 


353, 340 
000 


’ 
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Revenue, expense, and retained earnings 





1958 actual | 1959 estimate | 1960 estimate 





7~_—_—_ 


For the fiscal year: 
Lending operations: 











a RE ee ae ees ae gdancan »53, 6 685, 152 _ 85, 688, 600 $62, 235, 900 
Expense: 
luurest expense (statutory rates) !_.........------ 52, 154, 932 56, 073, 300 60, 951, 300 
Provisicn for possible losses on loans._....-------- 860, 521 4 036, 000 1, 111, 000 
GI 2: hes bos, So ccd wcxevnnssacteneqes 53, OLS, 153 7, 109, 300 } 62, 062, 300 
i I i de oo eee ok 669, 6 699 | as ~ 579, 300° 173, 6 600 
Administrati e expenses (provided by annual appropria- | 


tions): Salaries and expenses......................--..- | 9, 067, 861 | 9, 614, 026 9, 632 , 000 


Cumulative to end of fiscal year: 
Lending onerations: 











DEG MOONEE. dD ccddndtcemdtesenaccquddaenecticomnnnts Bi 0, 941, 022 528, 629, 622 500, 865, 522 
Expense: 

Interest expense (statutory rates) !_.............--| 413,735,097 | 469, 808, 397 530, 759, 697 

Provision for possible losses on loans_.......----- 8, 164, 132 9, 200, 132 10, 311, 132 

Losses on foreclosed loans. ............-........... 44, 478 | 44, 478 44, 478 

RN CEN ican decedent teint "421, 943, 707 4A 9, 058, 007 541, 115, 307 

Net difference !__. -| 48, 997, 315 | ” 49, 576, 615 | 49, 750, 215 

Administrative expenses (; rovided by annual appr )pria- | 
tions): Salaries and expenses..-......-. ksieairhainisiiaghatancsioih | 115,794,850 | 125,408,876 | 135, 040, 87 


| 
| 


' Does not take into consideration the interest costs incurred by Treasury in excess of the amount received 
from Rural Electrification Administration tor funds made available to finance Rural Electrification Ad- 
ministration lending programs. 


Financial condition 























| 1958 actual | 1959 estimate 1960 estimate 
Assets: | 
Loans and interest receivable, net ...........-...-.-. | $2, 902, 896, 749 | $3, 130,649,327 | $3, 363, 974, 227 
SNR RUMI es a re es 8 oe 8 eed ar | 1, 961, 726 500, 000 500, 000 
Cash on deposit with T Te: a a hl | 15, 548, 728 10, 208, 374 10, 208, 374 
Travel advances to employees and miscellaneous 
SOON V SENN coo ue oe etn eee oe 111, 536 | 104, 500 104, 500 
tT i I i on cabarets | 2, 920, 518, 739 | 3, 141, 462, 201 | 3, 374, 787, 101 
SUI TRIM ae eee ee ne 1, 124, 310 789, 300° 789, 300 
—SSSS===aBaaE=E&"_EoN SS | _——————— 
Government investment: | 
morrow ines How TTOeQury..- << nnncscccccssaczece 2, 727,751,650 | 2,948,463,200 | 3, 181, 614, 500 
Appropriated administrative funds, net.......-.._-- 115, 820, 448 | 125, 422, 096 | 135, 054, 096 
Appropriated loan funds, net__.........-.-.-_-.-_-- 142, 619, 866 142, 619, 866 | 142, 619, 866 
Net difference between income and expense (see | 
Sees 2 Sele eT ee eke Seances 48, 997, 315 49, 576, 615 | 49, 750, 215 
Administrative expenses (—)..........-...---.------ |} —115, 794,850 | —125, 408, 876 — 135, 040, 876 
Total Government investment __._....__-.._------ 2, 919, 394, 4! 29 | 3, 140, 672, 901 3, 373, 997, 801 





Norr.— ~Undisbursed loan commitments outstanding are as follows: June 30, 1957, $760,132,879; 1958, 
$794,882,271; 1959, $849,657,271; 1960, $846,657,271. 


Object classification 





1958 actual | 1959 estimate ne 1960 estimate 
16 Investments and loans .........----------------ees- | $330, 874, 869 | $373, 000, 000 | s $325, 000, 000 
| 
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SALARIES AND EXPENSES 


Program and financing 





a ea 












































| | 
1958 actual | 1959 estimate | 1960 estimate 
Program by activities: 
i. Administration of rural electrification program - ----| $4,541,028 $4, 770, 700 $4, 770, 700 
2. Administration of rural telephone program Ei Gaal 4, 497, 519 | 4, 861, 300 | 4 861, 300 
3. 1959 program obligated in 1958 ; ou souk 30, 352 | —30, 352 | at 
— ~ -+ —— + -— —_— . 7 
Total obligations... ....... 2 -----------| 9,068,899 | 9,601,648 | 9, 632. om 
Financing: | 
1959 Appropriation available in 1958 . —30, 352 | 30, 352 | 
Unobligated balance no longer available_............-___. | 17,8 858 | ee aca 
New obligational authority _ __ i pccaiacgeaiandn 9, 056, 405 9, 632, 000 | 9, 632, 000 
New obligational authority: iia | wes 
appropriation... i s: 9,030,950 | 9,019, 000 9, 632, 000 
RPO et from ‘‘Conservation reserve,”’ soil bank pro- j 
grams (72 Stat. 243)_---- a ‘ . 2: , 455 
Appropriation (adjusted) - - -------------| 9,056, 405. | 9, 019, 000 9, 632, 000 
Proposed supplemental due to pay increases. -...---------|---- = 6138, 000 wivcabiaag 
Object classification 
| 1958 actual | | 1959 estimate | 1960 estimate 
| 
J | 
Total number of permanent positions__..........-.--..------- 1, 069 1, 069 1, 069 
Full-time equivalent of all other positions...........-.---.---- 3 3 3 
Average number of all employees. ---..-.....---..-..----.--.-- 1, 002 1, 019 1,011 
Number of employees at end of year_.........-.-.--..-------- | 1, 044 991 91 
Average GS grade and salary__......-..-....--.--.--------- 9.2 $6,628 | 9.2 "$7,361 | 9.2 $7,901 
01 Personal services: a — 
NRIINNNG NOI i iio oss eembecncbeenccwn | $6, 967, 931 $7, _ 605 $7, 512, 525 
Positions other than permanent-.---......------- -=---| 39, 122 45, 000 45, 000 
RGEION PUIELIN VEOOD. on Sinb dtindccnccnnnccccnceseon 33, 995 32, » 875 5 | 61, 955 
EE TON acne nan nivingemenbind 7, 041, 048 7, 619, 4 480 7, 619, 480 
OR TER in ninn ee std sncwcna LSA etathbdadheaebucaawsine | 1, 054, 117 1, 055, 000 | 1, 058, 230 
en aah seein 28, 765 29; 000 29, 000 
Ak , SINNER oo tates ra dadinipnOenipccwacnecces 109, 654 113, 000 113, 00 
e.. Seeeiee Bia trey MONIC. onc once s- sc c incon sees 31, 570 12, 780 12, 780 
06 Printing and reproduction. _........-......-.------------- 100, 992 98, 000 98, 000 
7 Other contractual services. -_- See balemauasaee 45, 026 41, 600 41, 60° 
Services performed by other agencies._..-.---------- | 41, 337 40, 700 | 40, 700 
(eo Seen MANNIE CERN enn cua neccnn il 50, 212 | 45, 000 45, 000 
09. Equipment.......-...---.....-..--.---------------------- 88, 950 83, 230 80, 000 
11 Grants, subsidies, and contributions..-..--......-------- 430, 655 478, 250 478, 250 
13 Refunds, awards, and indemnities__...........-.--------- 13, 685 13, 000 | 13, 00 
15 Taxes and assessments............-.--..---.--------------| 2, 536 | 2, 960 | a 
1959 program obligated in 1958. .............-.....----..--.-- 30, 352 —30, 352 -- 
i en a Siiuaiaanas | 9, 068, 899 9, 601, 648 | 9, 632, 000 





Mr. Wurrren. Gentlemen, we now come to the Rural Electrification 
Administration. 
JUSTIFICATION OF THE ESTIMATE 


At this point we would like to have pages 276 through 295 of the 
justification included in the record. 
(The pages referred to follow :) 
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RvuRAL ELECTRIFICATION ADMINISTRATION 
PURPOSE STATEMENT 


The Rural Electrification Administration was established by Executive Order 
7087 of May 11, 1935, to make loans for the extension of central station electric 
service to unserved rural people. The agency was continued by the Rural 
Electrification Act approved May 20, 1936, and became a part of the Department 
of Agriculture, effective July 1, 1939, under Reorganization Plan II. On October 
98, 1949, the Rural Electrification Act was amended by Public Law 423, 81st 
Congress, to authorize REA to make loans for the purpose of furnishing and 
improving rural telephone service. 

Loans for construction of electric and telephone facilities are self-liquidating 
withia a period not to exceed 35 years, and bear interest at the rate of 2 percent. 
Loans to finance wiring installations and electrical and plumbing appliances 
and equipment are also made at 2 percent interest but for shorter periods. 

In the electrification program, the principal borrowers of this Administration 
are cooperative associations formed solely for the purpose of making electricity 
available in rural areas. Borrowers are encouraged to plan area coverage 
programs for the expeditious extension of central station service to remaining 
unserved farms and to plan overall operations and maintenance of facilities to 
serve the consumers most effectively and assure maximum security for the 
Government's loan. The accumulated experience and sound financial condition 
of many borrowers is fully utilized in developing and carrying out their operation 

lans. 

- In the telephone program, loans are made to both private companies and co- 
operatives. REA is following the policy of continuous cooperation with the 
industry in the extension of telephone service to rural areas. REA works with 
the telephone borrowers in developing sound construction and operating policies, 
and with manufacturers in the development of efficient and economical telephone 
equipment specifically designed for rural needs. Practically no standards or 
equipment specifically designed for rural telephone systems were in existence 
before REA initiated work in this field. In the interest of protecting loan 
security, considerable time and attention must be devoted to working directly 
with borrowers which, for the most part, have had little or no past experience 
in operating efficient up-to-date rural telephone systems. They are expected, 
however, to assume responsibility for the operation of their systems. 

The Rural Electrification Administration has no field offices. Relations with 
the borrowers are maintained through offices in Washington and a staff of full- 
time field employees working directly with the borrowers. 

The Rural Electrification Administration on November 30, 1958, had 1,013 
full-time employees, 792 of whom were in Washington departmental service and 
221 in the field service. 


Estimated avail- Budget esti- 











able, 1959 mates, 1960 
Ioan authorizations: 
I i a i 1 $317, 000, 000 2 $136, 000, 000 
a ig at anes cane gh toca ete 8 92, 500, 000 £79, 000, 000 
Rene, SOM GUNNERS... 5 us caacmseckcasemmoamauss | 409, 500, 000 215, 000, 000 
NE I i an bow. 4 9,632,000 | 9, 632, 000 


in addition, a reserve authorization of $25,000,000 is available. It is estimated that loans totaling 
$275,000,000 will be made in 1959. 


seegneluding carryover balances, it is estimated that electrification loans of $245,000,000 will be made in 


Includes anticipated use of the $25,000,000 reserve authorization in the 1959 Appropriation Act. This 
together with carryover balances will provide $98,000,000 for loans in 1959. 
Including carryover balances, it is estimated that telephone loans of $80,000,000 will be made in 1960. 
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(A) Loan AUTHORIZATIONS 


Electrification loans 





Loan authoriza- | Estimated loans 








tion 
Appropriation Act, 1959 (authorization to borrow from the Secretary 
of the Treasury) eR) A EE Re ot ee Gee ee ieee 1 $317, 000, 000 $275, 000, 000 
I I CUE 5 Sidsies Sapte wkd <n dnam rebaverndnaccusvasies 2 136, 000, 000 3 245, 000, 000 
I ett re ene aie oo he —181, 000, 000 | —30, 000, 000 





1 In addition, the act provides a reserve authorization of $25,000,000. 
? In addition, a reserve authorization of $25,000,000 is proposed. . i 
§ In addition to new loap authorization, balances carried over from prior years are available for loans, 


Telephone loans 








| 
Loan authoriza- | Estimated loans 





tion 
Appropriation Act, 1959 (authorization to borrow from the Secretary 
of the Treasury) - iets cio tascl ee ra ae ie 1 $92, 500, 000 3 $98, 000, 000 
Budget estimate, 1960__..__- aed atten Joab watewieitieeehan 2 79, 000, 000 3 80, 000, 000 
STOR 6 ico cick nck hte hea sane fiieaetewed sbewwedeus oan | —13, 500, 000 —18, 000, 000 








1 Includes a reserve authorization of $25,000,000 which will be used to meet loan needs in fiscal year 1950, 
2 In addition, a reserve authorization of $25,000,000 is proposed. 
8 In addition to new loan authorization, balances carried over from prior years are available for loans, 


Project statement (on the basis of estimated loans) 














By project 1958 1959 1960 
fees (estimate) (estimate) 
Bees Sierras A oo neck seth eee rede Acced $241, 636, 869 (tte $275, 000,000 | $245, 000,000 
TIN ONG oD nc tnctcancbinccceeemess 89, 238. 000 98, 000, 000 80, 000, 000 





FRI STE III nn cenaenedasen "330, 874, 869 | 37 3, 000, 000 325, 000, 000 





EXPLANATION OF ESTIMATES 


Rural electrification loans 


The loan estimate of $245 million will require a new loan authorization of 
only $136 million since there is expected to be an estimated carryover of 
$107,350,637 in unused funds from fiscal year 1959 plus about $2 million in 
rescissions of prior loans during fiscal year 1960. The estimates propose con- 
tinuation of the $25 million reserve authorization for use to the extent that it 
may be needed during fiscal year 1960 to meet additional loan requirements. 


Rural telephone loans 


The loan estimate of $80 million will require a new loan authorization of 
$79 million since there is expected to be little or no carryover of unused funds 
from the fiscal year 1959 and probably not more than about $1 million in rescis- 
sions of prior loans during fiscal year 1960. The estimates propose continuation 
of the $25 million reserve authorization for use to the extent that it may be 
needed during fiscal year 1960 to meet additional loan requirements. 





wy oo Db 
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| ve « f r fisca years 958 
l fi ation loans 















































loans | 
' 1958 actual 1959 estimate | 1960 estimate 
LOAN FUNDS AVAILABLE | 
900, 000 ELI AS DIR BAD ils NOPE OTR EE | $241, 636, 869 | $275, 000,000 | $245, 000, 0CO 
000,00 § Balances for MA CIKIOMO IDOE BOGIES oo onc 5 ioc cng ceeewncncnsenn | _ 83, 360, 637 | 132, 350, 637. __ 25,850, 687 
000,00 | Total loan funds available. ._.........---- saidemcabis 324, 987, 506 | 407, 350, 637 270, 350, 637 
—= ANALYSIS OF LOAN FUNDS AVAILABLE roe : ; | ee agers iF : 
New loan authorization (including reserves) - ............-.-.-- 179, 000, 000 | 342, 000, 000 161, 000, 000 
loans, j Carryover CN SE SN ke os en scare emaeann 139, 972, 861 63, 350, 637 107, 350, 637 
OT OF EM MID conn Brine ndwe cebedendicdennacnsccsous 6, 014, 645 | 2, 000, 000 2, 000, 000 
Total loan funds available -.-.............-..-.-- ucodans | 324, 987, 506 | 407,350,637 | 270, 350, 637 
j Less: | 
=i ns cmt aha Sao oh dell to wish Na ined th Sb anit ns shel rapeseed cates alkane 241, 636, 869 275, 000, 000 245, 000, 000 
d loans SION SIE ONIN a | 20,000,000 | — 25, 000, 000 25, 000, 000 
allied RS Er HERG. OEE kwon cacuss cmaderiscouSawadeacecddaad 63, 350, 637 107, 350, 637 350, 637 
‘mii de s | 
000,00 F 
, 000, 000 Telephone loans 
, 000, 000 ————— - == - —_—— - - aioe — 
| 1958 actual | 1959 estimate | 1960 estimate 
ear 1950, —~ = | | iia al 
ne ; LOAN FUNDS AVAILABLE 
oans. For loans -. hho a enn ee tinea anemia swim inh $89, 238,000 | $98, 000, 000 | $80, 000, 000 
Balances for additional loan needs -__-_-_- Bioae shacae aca oal 4, 277, 703 | 2, 703 | 25, 002, 703 
Total loan funds available. .__..- Pabst bois 93, 515, 703 "98, 002, 703 | 105, 002, 703 
960 ANALYSIS OF LOAN FUNDS AVAILABLE an Pen aN eter SO eae 
imate) New loan authorization (including reserves) _ _.._......- = Ee 60, 000, 000 92, 500, 000 104, 000, 000 
STS SOME GONE PON 06 nasi on ce pin cocas censémeulenine 31, 597, 176 4, 277, 703 2) 703 
5. 000,00 NS TT DENS WORE ois oe oe ceca cektnt. won oon 1, 918, 527 1. 225, 000 1, 000; 000 
0, 000. 000 A Total loan funds available. .......-....................- 93, 515, 703 ~ 98, 002, 703 105, 002, 703 
5, 00, 00 Loans nonnaanannannssansuassenasceccsaseeennsennecnenannees 89, 238,000 | 98, 000, 000 80, 000, 000 
tee SI WN GIN i aera eta le i es a eM ch io ene Rede a 25, 000, 000 
RUNNIN $0 WENGE WON os aos 5c wancieccoanveudas pcanecn tec 4, 277, 703 2, 703 2, 703 
\ a 
tion of | (b) Salaries and expenses 
wer é SMe Beh Ud hi abhi $9, 019, 000 
— Proposed supplemental, 1959, for pay act costs.__.________________ 613, 000 
that it | Base for 1960__________ 9, 632 
= pise for 1960-——-————-----_------- aenedanewesinnnnmnniomnalaniine --- 9, 632, 000 
ants. | pee CeO: GIs ee eae es ---- 9, 632,000 
) 
tion of 
1 funds 
| rescis- 
nuation 
may be | 








1656 


Project statement 






































aa : icing i ppasantnaassiincndsig nantes 
Project 1958 1959 (esti- | 1960 (esti- 
| mated) | mated) 
iti eDiets tagginat - = -———| —— 
1. Administration of rural electrification program: 
(a) Lending and management activities ania | $2, 505, 877 $2, 601, 000 $2, 601, 000 
(b) Engineering activities -_ ---. it ae ceeean 2, 035, 151 2, 169, 700 x 169, 700 
Total, administration of electrification program... om, 028 _ 4, 770, 700 4, 770, 700 
2. Administration of rural telephone program: 
(a) Lending and management activities. ............. 2, 559, 496 2, 734, 500 2, 734, 500 
(0) Engineering activities - ---- . apelin erie 1, 938, 023 2, 126, 800 2, 126, 800 
Total, administration of telephone program.--_--- 497, 519 861, 300 4, 861, 300 
Unobligated balance-__. ete poses Sn ory == ectes tall | oe 
Total pay act costs (Public Law 85- a a a (334, 605) (739, 350) (739, 350) 
Total available or estimate... ..- 9,056,405 | 19,632,000! 9, 632,00 
Transferred from ‘‘Conservation reserv e, soil bank programs, | 
Agriculture’’_- *. eccasenceceusasn| —25, 455 |... ss cunaes 
Proposed supplemental due to pay increases ....--.......-----|--- 613, 000 /- n> neha 
Total appropriation or estimate.......-.--..-.-.---.----| 9, 030, 950} 9,019, 000 asia 





1 Includes $30,352 obl gated in 1958 under the advance procurement authorization (Public Law 85-386). 





STATUS OF PROGRAM 
ELECTRIFICATION PROGRAM 
FISCAL YEAR 1958 


Loans to electric borrowers totaled $241,636,869 for the fiscal year 1958 
bringing the cumulative net electric loans approved by REA as of June 30, 1958, 
to $3,772,577,652. Costruction activities and funds advanced to _ borrowers 
continued at a high rate, and significant progress continued during the year in 
improving the security of outstanding loans. 

Applications.—At the beginning of the fiscal year there were $154.6 million 
in applications on hand. Applications received during the year totaled $2484 
million. Applications on hand at the close of the fiscal year totaled $1233 
million. 

Loans.—There were 337 loans made during the fiscal year 1958 amounting to 
$241,636,869 compared to 404 loans in fiscal year 1957 totaling $300,461,514. The 
loans will provide for the construction of approximately 18,778 miles of line to 
bring electric service to about 184,319 new consumers, for heavying up existing 
systems, and for generation and transmission facilities. Distribution system 
construction loans amounted to $151,313,737, or 62.6 percent, of all loans for the 
year. Loans for generation and transmission facilities totaled $86,338,132 or 
35.7 percent of the loans made. The remaining $3,985,000 or 1.7 percent was 
rate financing consumer facilities. 

Loan funds advanced to borrowers—Funds advanced on electric 10ans 
amounted to $205,332,296 during fiscal year 1958, compared with $185,977,622 
during fiscal year 1957. Cumulative advances amounted to $3,146,545,731 as of 
June 30, 1958. 

Consumers served and construction progress.—During the 12 months ending 
June 30, 1958, electricity was extended to 115,494 rural consumers through the 
construction of 19,681 miles of line. During the previous fiscal year, 104,798 
consumers were connected through construction of 22.352 miles of line. As of 
June 30, 1958, electric borrowers were operating 1,414,034 miles of line and 
distributing electric service to 4,521,997 consumers. 

Loan rescissions.—Periodically, REA reviews the status of unadvanced loan 
funds for all borrowers, as well as doing so each time a new loan is under col 
sideration for a particular borrower. Loans are rescinded or transferred to 
other needed purposes where it is indicated that borrowers no longer need the 
remaining unadvanced funds for the purpose for which they are loaned. Dur 
ing the fiscal year 1958, loan rescissions amounted to about $6 million. 
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Loan repayments.—Cumulative payments of principal and interest reflect a 
healthy loan condition: 





June 30, 1957 | June 30, 1958 


Payments: 
EEL San vonxsaedheerswardcnadhens eabscdunakson seapsaquchedwetareason $577, 435,945 | $674, 621, 932 
Interest. _.----- LcbAL cessh scien acta Wea ep ehacautece decdace ieee 285, 471, 883 327, 959, 177 
Payments ahead of schedule. -....-.................-.-.--.----- Siipecbed 108, 902, 271 128, 651, 918 
Payments overdue more than 30 days-_-_.--.-...-...------ sala eae 1 200, 602 1 106, 619 
Interest and principal on 2 foreclosures. ..............-.-----.--2---..-.2.-- 44, 478 44, 478 





1 Does not include the principal and interest on the 2 foreclosures. 


Increased debt service.—Continued increase in the use of electricity by their 
consumers has made it necessary for borrowers to make substantial additional 
investment in distribution plant and power supply facilities. For the electric 
utility industry as a whole, distribution plant system improvements are cur- 
rently requiring on the average about 6 percent additional capital investment 
annually. For the future a continuing annual investment at about the current 
rate is anticipated. The experience of REA borrowers as a group parallels that 
of the remainder of the industry. These additional capital requiremerts, to- 
gether with funds required for extending initial service to consumers, will cause 
the total indebtedness and therefore the debt service payments of borrowers, to 
increase steadily with the passage of time. The debt payments of borrowers rose 
sharply during the period 1948-58 when payments became due on large amounts 
loaned borrowers during the peak years of their initial construction programs. 
From 1948 to 1958, annual principal and interest due from electric borrowers 
increased from approximately $32 million to over $119 million. Continued in- 
crease in debt service, but at a slower rate than during the past 11 years, is in 
prospect. 

Loan security problems.—Because borrower’s debt service increases with 
the passage of time, any analysis of loan security must go considerably beyond 
the borrowers’ present position with respect to loan repayment. One measure 
is to compare the margin of revenues over expenses (including an allowance for 
replacements) with the maximum schedule of repayment that would be required 
if none of the payments were being deferred. This is most meaningful when 
assessed in terms of the weighted age of the borrower’s plant. On this basis, 
the debt service earned ratios of 164 borrowers fell below expectations as of the 
end of the fiscal year 1958, as compared with 141 as of the end of the fiscal year 
1957. There were 4 borrowers in default on payments due as of June 30, 1958, 
as compared to 9 as of June 30, 1957. 

REA works with borrowers to detect adverse trends and other unfavorable 
developments which might endanger loan security. Intensive effort is devoted 
to individual borrowers who are in financial difficulty or represent loan security 
problems for other specific reasons. 

Electric sales program.—Except in unusual circumstances, reductions in 
expenses are not of sufficient magnitude to solve loan security problems, and an 
increase in power sales is often the only practical answer. Also, increased usage 
of equipment. besides resulting in an increase in power sales means a more highly 
diversified load and an improved load factor or greater kilowatt-hour sales per 
kilowatt of demand. The major effort of REA in this regard is in stimulating 
borrowers, borrower organizations, power companies, and manufacturing and 
sales concerns to get together and develop advertising and sales programs aimed 
directly at the potentially huge rural market. Through this program consider- 
able progress has been made in promoting the increased sale and beneficial use 
of electric power in rural areas. This will materially strengthen the financial 
condition of REA borrowers. The increased use of power on farms in addition 
to bettering the financial condition of the borrowers is reducing the operating 
costs of farmers by use of this cheapest hired hand. During the fiseal year 1958 
REA took steps to further stimulate sales of electrical appliances and equipment. 
The plan of action enlisted the cooperation of all segmen.s of the electrical 
industry—manufacturers, trade associations, distributors, dealers, rural power 
distributors, and others. On the local level there was a team-up of dealers and 


REA borrowers in sales efforts tailored to the needs of the rural communities 
they served, 
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Other program highlights.—A contract was signed on June 17, 1958, between 
the Atomic Energy Commission and ACF industries for the construction of 
22,000 electric kilowatt nuclear reactor and on June 27, 1958, REA approved a 
contract between the Rural Cooperative Power Association of Elk River, Minn, 
and the Atomic Energy Commission for operating the reactor powerplant. The 
nuclear reactor will be financed and owned by the Atomic Energy Commission 
and the conventional portion of the powerplant will be owned by the cooperative 
financed with loan funds from REA. The cooperative will operate the entire 
plant for 5 years and purchase the steam produced by the reactor from the 
Atomic Energy Commission. The cooperative has an option to purchase the 
reactor at the end of the 5-year contract period. Research and development 
work is continuing at the Nuclear Development Corp. of America laboratories 
on the nuclear reactor proposed for installation on the system of the Chugach 
Electrie Association, Inc., Anchorage, Alaska. The work is being done under a 
contract between the Atomic Energy Commission and Nuclear Development Corp, 
of America. 

During fiscal year 1958, REA borrowers installed 211,231 kilowatts of generat- 
ing capacity. This was almost one-fifth of the total capacity installed over the 
life of the program. 

FISCAL YEAR 1959 


The primary responsibility of REA is to safeguard the Government security 
for over $3%4 billion in loans already made. Attention must also be given to the 
extension of electric service to the remaining unserved areas as well as to meet- 
ing the needs for the ever increasing use of power on existing systems. 

Applications.—Electric applications on hand amounted to $123.3 million on 
June 30, 1958. During the fiscal year 1959, it is expected that an additional 
$300 million in new applications will be received. Not all of these applications 
will become a part of the loan demand since some are withdrawn or returned 
to the field for reworking. 

Loans.—About 4.6 percent of American farms were without central station 
electric service as of June 30, 1958. Loans to provide service to these establish- 
ments involved increasing difficulties as more sparsely settled sections are 
reached. Applications from the “thinner” areas require more detailed study 
of construction costs, probable revenues and operating costs. The problems of 
adequate and dependable power supply are great in sparsely settled areas where 
transmission distances are long. 

In addition to extension of electric service to remaining unserved rural people 
the use of electric power on all farms and in the rural areas is steadily increasing. 
Borrowers must increase their system capacities to be able to deliver the power 
required at acceptable voltages to over four million rural consumers. Loans are 
needed for such purposes as the installation of voltage regulators, new substa- 
tions, heavy conductor, poles, crossarms, and hardware, and for additional 
generation and transmission facilities. Complex construction plans in accord- 
ance with comprehensive system planning studies must be worked out to assure 
that these system improvements are carried on in an orderly and economical 
way, and to assure the existence of an adequate, dependable, and economical 
wholesale power supply. 

New electrification loan funds for fiscal year 1959 consists of a regular au- 
thorization of $317 million plus a reserve authorization of $25 million to be used 
to the extent that it may be needed during the year. Together with a carry- 
over of $63,350,637 from the fiscal year 1958 a total of $405,350,637 is available 
for the fiscal year 1959, It is expected that loan needs for the year will total 
$275 million. 

Loan funds advanced to borrowers.—Advances of loan funds are estimated at 
$220 million for the fiscal year 1959, to bring cumulative advances in the pro 
gram up to about $3.4 billion by June 30, 1959. Unadvanced loan funds on June 
30, 1959 are expected to approximate $679 million. The amount of unadvanced 
loans is substantial because of the considerable time which elapses between the 
making of a loan and the final advance of funds when construction is completed, 
particularly for generation and transmission facilities and system improvements. 

Consumers served and construction progress.—About 20,000 miles of distribu: 
tion line will be energized during 1959, bringing service to an estimated 110,000 
new consumers. It is estimated that 243,000 kilowatt of generating capacity 
will be installed. On June 30, 1958, loans had been made for about 65,000 miles 
of line not yet energized ; loans through that date would provide service to about 
566,000 consumers not then served. 
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Loan repayments.—Borrowers’ loan repayment schedules are steadily increas- 
ing. Repayments of record amounts loaned in recent years are now becoming 
due. Cumulative loans through fiscal year 1953 of over $214 billion have already 
reached the repayment stage. On the basis of loans made through June 30, 1958, 
the figure will steadily increase to over $3% billion by fiscal year 1964. The 
anoual interest and principal due from borrowers is expected to increase from 
8119 million in 1958 to about $148 million in 1961. ._Debt service requirements will 
continue to gradually increase. REA must work with the electric borrowers in 
helping them develop to the point where they can meet these increasing debt 
service requirements. Intensive effort is devoted to borrowers who currently 
have unsatisfactory debt service earned ratios. 

Condition of physical facilities ——Until recent years, borrowers have been 
operating plants which were substantially new and therefore have required 
little maintenance. As borrowers’ plans become older, effective technical opera- 
tions and maintenance practices become increasingly more important. With the 
loads of many borrowers approaching system capacity, skillful operation of 
these systems takes on ever greater importance. In the fiscal year 1959 about 
72 percent of the borrowers’ systems will be over 5 years old and about 37 percent 
of these facilities will be over 10 years of age. The soundness of the physical 
facilities and their operations is essential for the farmers to receive adequate 
service and the Government loan to be repaid. 

REA field engineers make surveys of the borrower’s physical plant to ascertain 
its condition and bring possible improvements to the attention of the borrowers. 
Technical information is continually being developed by the engineering staff 
for borrowers’ use in important aspects of technical operations and maintenance 
to protect the properties that secure the Government loan. 

Organization and operational soundness of borrowers.—Continuous work is 
carried out with loan security borrowers in developing comprehensive manage- 
ment plans and assisting them in business and technical operations until they are 
back in sound operating status. Experience has shown that if sufficient atten- 
tion can be given to these borrowers when the first indication of difficulty appears, 
serious future threates to loan security and probable losses of Government loan 
funds can be avoided. 

Increased borrower revenue.—The most effective way to improve a borrower’s 
financial condition is to increase revenue. Substantial progress is being made in 
this direction through the stepped-up electric sales program. 

Other program hightights.—The continued increase in the power requirements 
of borrower consumers has made it necessary for the borrowers to continuously 
reappraise and plan for their future power supply. To meet these needs may 
require new wholesale power contracts, integration of existing REA-financed 
power facilities with other facilities in the area or generation and transmission 
by REA borrowers. Total installed capacity financed by REA at the start of 
fiseal year 1959 was 1,195,485 kilowatt. This year borrowers will add about 
243,000 kilowatts. REA continued to study the progress in research, development 
and construction of power reactors in order to assist borrowers in their interests 
to keep informed and in negotiations for arrangements which may lead to the 
economic use of reactors in the production of power. 
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Cumulative statistics—The cumulative figures presented in the following it 
tables show the progress that has been made in the rural electrification program fii 


since its inception in May 1935: 


















Ww 
ELECTRIFICATION 2 
Sa ke 
Taste I.—Loans (cumulative figures) f 
ita. # ee ee ee BT ee | 1] 1 ~y 1 e 
Esti- Esti- || Esti- | Esti- 
| Totalnet | mated mated | Totalnet | mated mated d 
Date | loans all | miles of con- |} Date | loans all miles of con- 0 
| purposes | linesto | sumers || | purposes | lines to | sumers 
| becon- | tobe |} | be con- to be § 
| structed | served || | structed | served 
ee gee eee oe CR ne ee ee ] 
June 30— WAR. aa cas $1,381,459,261 | 931,467 | 2, 847, 991 ( 
1936....-.-- | $13,903,412 | 13, 072 48, 997 1949 _____..]1, 830, 318, 858 |1, 097, 705 | 3, 352 603 ( 
1937........| 58, 936, 217 54,407 | 193, 529 | 1950... .....|2, 205, 470, 314 |1, 214, 702 | 3, 688 969 ‘ 
1938..._....| 88,172,436 | 80,951 | 282 802 || 1951_.......|2, 427, 204, 114 |1, 286, 127 | 3, 896, 84 ; 
1939......._] 227, 236,949 | 209,818 | 724, 999 || 1952 .-|2, 592, 629, 925 |1, 317, 279 | 4, 034,334 € 
POOR ds ena | 268, 972,949 | 251,642 | 854,828 1953_._.....|2, 730, 009, 085 |1, 351, 297 | 4, 195, 732 
1941 ecast 369, 027,621 | 356,053 | 1, 171, 867 1954_ .-.|2, 885, 932, 099 |1, 387, 441 | 4,367,045 ( 
1942....._..| 460, 180,345 | 409,490 | 1, 345, 107 || 1955__..._..|3, 050, 119, 414 |1, 411, 765 | 4, 546, 463 
ae cissiasireins tit | 466,881,323 | 414, 287 | 1,358, 114 || 1956___._...|3, 238, 250, 759 |1, 435,478 | 4, 717, 730 i 
1944.._. is 498, 811,447 | 448, 889 1, 438, 567 || ee lca 13, 536, 955, 428 |1, 460, 431 | 4, 903,777 1 
1945........| 524, 542, 502 471,351 | 1,495, 233 BGR nweebe |3, 772, 577, 652 |1, 479, 209 | 5, O88, 006 
1946__...- -| 813, 914, 990 672, 667 | 2,080, 167 | 1959 !______/4, 045, 577, 652 |1, 499, 209 | 5, 278, 0%6 
SE cea ieed |1, 068, 436, 162 811, 019 2, 484, 503 1960 !__._..)|4, 288, 577, 652 |1, 519, 209 | 5, 468, 006 ] 





TABLE II.—Construction (cumulative figures) 


















| Fundsad- | Miles Consumers | Total kilowatt. 
Date vanced | energized | served | hours billed 
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1936. - j ie is wast $823, 262 400 693 () 

1937__ : : svian ae ees bah coil 11, 864, 836 | 8, 000 19, 611 (1) 

1938 __ : ple eas 60, 040, 810 | 41, 736 | 104" 528 | (1) 

1939 } i i - 122, 337, 824 | 115, 230 | 268, 000 | (1) 

1940 i. de seek 221, 287, 287 | 232, 978 | 549, 604 | 311, 479, 000 
en al tae 296, 395, 142 | 307, 769 | 779, 561 | 566, 422, 777 
1942 A eee ea 354, 616, 010 369, 129 | 981, 193 | 893, 461, 286 
ees bet ik ; 369, 152, 582 | 381, 747 | 1, 041, 821 | 1, 460, 460, 571 
WR os ccctev: pntbacegobecetal ace ese 387, 630, 670 397,861 | 1,152, (31 1, 791, 607, 706 
1945__ once ete eg Pa pete a 427, 366, 738 | 424,072 | 1,287,347 | 2, 066, 121, 706 
1946 Ars : : madd 514, 619, 844 474,837 | 1,549,057 | 2, 185, 149, 697 
WOT. cis. 21S fe eet sue Ee 704, 705, 701 | 546,781 | 1,843,351 | 2, 861, 024, 042 
ee x 950, 941, 658 | 666,156 | 2,263,869 | 4, 016, 273, 673 
1949____. | 1,272, 228, 626 839,685 | 2,778,180 | 5,474, 001, 598 
1950 pel 5 2 | 1, 558,887,178 | 1,018,336 | 3,251,787 | 6, 973, 694,936 
1951 . Z | 1, 827,017,836 | 1,134,498 | 3,547,323 | 8, 737, 816, 038 
1952 __- 2,054, 591,865 | 1,210,473 | 3. 769,426 | 10, 603, 286,075 
“a 4 2, 262,225,801 | 1,271,443 | 3,951,940 | 12, 560, 298, 086 
1954 - 2, 443, 754,333 | 1,315,630 | 4,109,223 | 14, 947, 103, 217 
1955 2, 600, 496, 268 | 1,348,069 | 4, 187, 825 17, 788, 343, 000 
1956 2, 755, 235, 812 1,372,001 | 4,3C1,705 | 20, 664, 933, 000 
1957 2, 941, 213,434 | 1,394, 353 4, 406, 503 | 22,870, 371, 000 
os 2 a 3, 146, 545, 73 1, 414,034 | 4,521,997 | 24, 960, 020, 000 
1959 2___ 2 : aes 3, 366, 545, 731 1, 434,000 | 4, 632, 000 27, 500, 000, 000 
1960 2 ; _-----.--------| 3,591, 545,731 | 1,454,000 | 4,742,000 | 30, 000, 000, 000 






1 Not available. 
2 Estimated. 


TELEPHONE PROGRAM 


FISCAL YEAR 1958 





Activities reached a new high during the year. The amounts loaned, amounts 
advanced, route miles of line completed, and subscribers served exceeded accol- 
plishments in any previous year. Highlights of the major achievements during 
the year are as follows: 

Applications.—Applications continued to come in at a substantial rate during 
the year with the receipt of 281 applications totaling $96,978,000, an increase of 
about $10 million over applications received during fiscal year 1957. These were 
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ijn addition to the $63,048,000 in applications on hand at the beginning of the 
fiscal year. At the end of fiscal year 1958, applications on hand totaled $70,709,000. 

Loans.—During fiscal year 1958, 216 loans totaling $89,238,000 were made, 
which included loans to 66 new borrowers. During fiscal year 1957 there were 
221 loans totaling $81,729,000 which included loans to 94 new borrowers. Net 
loans through June 30, 1958, amount to $478,459,015 and will provide funds 
for new or improved service to an estimated 1,020,454 rural subscribers, on an 
estimated 277,730 miles of line. 

Loan funds advanced to borrowers.—Funds advanced to telephone borrowers 
during fiscal year 1958 amounted to $82,860,009, an increase of about 14 percent 
over the advances for 1957. Cumulative advances through June 30, 1958, totaled 
$309,608,665. 

Construction progress.—Construction during the year provided new or im- 
proved service to about 200,000 rural subscribers, on ever 41,000 miles of line. 
On June 30, 1958, contracts and force account proposals had been approved for 
construction of about 37,000 additional miles. During fiscal year 1958, central 
office equipment installations were completed in 404 exchanges as compared to 
$40 during 1957. 

Expedition of construction.—REA continued to encourage interest on the part 
of engineering firms to enter the rural telephone field and to acquaint borrower 
and engineering firm personnel with REA policies and requirements. Through 
these efforts, together with other contributing factors, the quality of the work 
of engineering firms has continued to improve. The standardization work of 
REA staff engineers, and the increased interest of equipment manufacturers 
in rural telephony as a market has helped to increase the pace of construction. 

Loan repayments.—As of June 30, 1958, cumulative principal and interest 
payments amounted to $13,408,952, with advance payments totaling $709,920, 
and amounts overdue more than 30 days amounting to $363,138. As of June 30, 
1957, the cumulative principal and interest payments amounted to $7,870,505 with 
advance payments totaling $409,946 and amounts overdue more than 30 days 
amounting to $504,877. The situation in regard to overdue payments is improv- 
ing. A major factor accounting for past overdue payments has been the delays in 
construction, especially the long delays in delivery of central office equipment. 
These delays resulted in payments becoming due before construction was com- 
pleted. 

Borrowers in operation.—Many telephone borrowers face operating problems 
almost at the time of a loan. If these borrowers receive the proper amount 
of attention from REA from the beginning, there is much less risk of serious 
loan security problems developing in the future. The extent of these needs is 
shown by the fact that operations work was carried on with 611 borrowers 
during the fiscal year 1958 as compared with 551 the year before. In com- 
parison, the number of borrowers who have cut over (modernized) REA- 
financed facilities, rose from 323 on June 30, 1957, to 439 on June 30, 1958. 

Loan security problems.—During the year intensive effort was devoted to 
individual borrowers who had not developed a level of operations adequate 
to assure loan repayment. These borrowers were helped with critical operating 
problems such as rates, operating budgets, personnel, conhecting company agree- 
ments, ete. By helping or advising borrowers in matters such as negotiation 
of an adequate connecting company agreement they have been able to get more 
favorable terms that permit them to retain more of their toll receipts or pay 
less for such things as operator assistance service. This type of help from 
REA assists borrowers to put their operations on a sound financial operating 
basis. REA also has assisted borrowers in extending their service more rapidly 
in order to realize their full revenue potential as soon as possible and thereby 
improve their financial position. 

Other program highlights.—During the year, wire and cable design work by 
REA engineers reached the point where underground cable is practical under 
favorable conditions in many areas of the United States. New accessories 
to be used with underground cable have also been designed and manufactured. 
Many of the manufacturers of accessory products have contributed substantially 
in this regard. Large cable plows have been designed and are available which 
ire capable of placing the wires or cables into the ground to required depth 
for satisfactory operation. 

REA provided special assistance to a number of borrowers in meeting requests 
from Civil Aeronautics Administration offices for telephone communications 
to sites in the air-ground peripheral network and to other CAA installations. 
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This involved continued liaison with CAA and representatives of the Bell 
System. 

Activities on the part of REA borrowers involved in providing communi- 
cation facilities for the semiautomatic ground environment (SAGE) system 
of the Air Defense Command were accelerated during the year. As of the 
year end, approximately 125 independent telephone companies were involved in 
the SAGE program and 36 of these were REA borrowers. REA assistance to 
these borrowers required a significant increase in activity by its staff specialists 
and line personnel in view of the increased complexity of the communication 
requirements involved, as well as active participation by a larger number of 
borrowers. Liaison activities with the Air Force and the Bell System were 
increased as a result of the added workload in this field. 


FISCAL YEAR 1959 


Since the inception of the rural telephone program in fiscal year 1950 loans 
have totaled over $478 million. During this period the percentage of farms with 
telephone service has increased from about 38 percent to an estimated 60 percent. 
There is an increasing interest in modern telephone service in the remaining 
unserved areas and in the improvement of service in those areas where present 
facilities are inadequate and do not meet the needs for modern communications, 

Applications.—Applications on hand at the beginning of fiscal year 1959 
totaled $70,709,000. It is expected that additional applications totaling $100 
million will be received during the fiscal year. 

Loans.—With $5% million in carryover of unused funds and estimated rescis- 
sions of prior loans added to the new authorization of $92,500,000 for fiscal year 
1959 there will be a total of approximately $98 million in loon funds for the 
rural telephone program this fiscal year. It is estimated that the $98 million 
will be loaned during the year. These loans are expected to provide for new or 
improved service to 160,000 rural subscribers on an estimated 45,000 miles of 
line. Cumulative loans through 1959 will provide new or improved service to 
about 1,180,454 subscribers. 

Loan funds advanced to borrowers.—With the expected increase in construe 
tion activities, advances of funds are estimated at $95 million in 1959, an in- 
crease of more than $12 million over 1958. The total number of borrowers 
authorized for advance of funds will increase from 570 in 1958 to about 650 in 
1959. The cumulative amounts advanced will rise to over $404 million by the 
end-of the year. 

Subscribers served and construction progress.—It is estimated that 120 bor- 
rowers will cut over (modernize) one or more of their exchanges in 1959, 
bringing total borrowers with exchanges cut over to 559; that 45,000 miles of 
line will be newly constructed or rebuilt, bringing the cumulative total to 
190,000 : and that 200,000 subscribers will get new or improved service during the 
year. It is estimated that by the end of 1959, about 797,000 rural subscribers 
will have received new or improved service through rural telephone loans. 

Debt service payments.—The cumulative amounts of interest and principal due 
will rise from $13,091,218 through June 30, 1958, to about $20,725,000 through 
June 30, 1959. 

Borrowers in operation.—The total number of borrowers will rise from 611 on 
June 30, 1958, to an estimated 681 by June 30, 1959. During fiscal year 1959, 
REA will continue to devote attention to helping borrowers secure and develop 
the best management available and attain their maximum revenue point a8 
rapidly as possible. Attention will be concentrated on delinquent borrowers and 
on those experiencing unsatisfactory or adverse financial trends. 
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Cumulative statistics—The cumulative figures presented in the following 


tables show the progress that has been made in the rural telephone program 


since its inception in October 1949: 


TELEPHONE 


TaBeE III.—Loans (cumulative figures) 









































| 
Estimated 
| Preece 
Date | Borrowers | Total net Route miles | Subscribers 
| loans of line to be to receive 
| constructed new or 
or improved | improved 
| service 
June 30— | | 
1950_- seo 17 | $3, 426, 500 | 3, 948 16, 837 
1951_- ‘ 4 ‘ f 113 | 41, 255, 000 | 41, 288 155, 816 
1952 ciel es 190 | 82, 260, 718 | 72, 563 251, 050 
1953 ‘ | 219 | 118, 144, 218 | 88, 337 302, 597 
1954 5 ao 279 184, 578, 542 125, 576 410, 657 
1955 nite ae a ee 351 234, 180, 542 | 157, 751 515, 683 
1956 ’ ; Sb tiied Z as 466 312, 391, 542 | 201, 524 695, 389 
1957 ; ema 551 | 391, 139, 542 241, 681 863, 329 
1958 , ahaami 611 478, 459, 015 | 277, 730 1, 020, 454 
1959 (estimated) _- Ge de vada lahsames 7 681 575, 234, 015 | 322, 730 | 1, 180, 454 
1960 (estimated) _. pia igs no eg ee 751 | 654, 234,015 | 367, 730 | 1, 340, 454 
| | 
TABLE IV.—Construction (cumulative figures) 
| Route Sub- | | Route | Sub- 
| miles of | scribers || | miles of | scribers 
Date Funds line con- | receiv- || Funds line con- | receiv- 
advanced structed | ing new Date | advanced | structed | ing new 
or im- or im- | or im- or im- 
proved proved || proved proved 
i lina: 2 service ! | | | service ! 
June 30— | June 30—Con. | 
Bask sic cnet Sh asl ea babel ie ancaesaes 1906... 22. | $153, 808, 413 68, 607 223, 000 
en $155, 868 (2) (2) | 1957.....-.-| 226, 748,656 | 103, 064 397, 000 
1952...-...| 7,797,218 204 1,686 || 1958.......- | 309) 608,665 | 144,556 | 597,000 
ee 31, 662, 022 8, 243 24, 729 NS oo acaces | 404, 608, 665 190, 000 797, 000 
ee 60, 102, 148 26, 541 85, 000 ROU "eo wanee 504, 608, 665 235, 000 997, 000 
WG iéecsnin 99, 889, 134 45, 498 148, 000 || 
i | 





! Estimated. 
§ Not available. 


Mr. Wurrren. Mr. Scott, I believe this comes under your jurisdic- 
tion. I notice that some Members of the Congress want to chan ge this 
thing back to what it used to be. We will let that develop as it goes 
along. 

We will be glad to have your general statement. 

Mr. Scorr. hank you, “Mr. Chairman. 


GENERAL STATEMENT OF THE DIRECTOR OF AGRICULTURE CREDIT SERVICES 


Mr. Chairman and committee members, we appreciate being here 
with you to discuss the fiscal year 1960 budget for the Rural Electrifica- 
tion Administration. 

The Department of Agriculture considers the rural electrification 
and rural telephone programs of REA two of its outstanding pro- 
grams. The contributions they have made, and are making, to the eco- 
nomic and social betterment of rural people will always be a bright 
chapter in our agricultural history. They have brought factory effi- 
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ciency to the farm and 20th century living standards to the rural home 
and community. They have contributed handsomely to the farm and 
national economy. The potential of these programs for future contri- 
bution is probably greater than ever before. The electric and telephone 
systems they have made possible are on the scene and ready to serve— 
with know-how and a deep sense of obligation—the needs of a prosper- 
ing and expanding economy. 

he Department of Agriculture recognizes with pride and satis- 
faction the accomplishments of the REA programs. It gives full 
credit to the thousands of men and women who through their own 
initiative and toil fashioned the REA pattern for service and then 
made it work. It also is aware that without the year-in and year-out 
support of Congress the vast accomplishments of the programs would 
not have been possible. This subcommittee reflects the high accept- 
ance and support of these fine programs from both sides of the aisle 
in Congress. 


SIZE AND FINANCIAL CONDITION OF PROGRAMS 


As this fiscal year began, 1,030 rural electric systems financed by 
REA had been energized. They were in operation in 47 States and 
2 of our Territories, distributing electricity to about 414 million con- 
sumers. 

From practically any angle these systems are financially sound, 
with good prospects for growth. Chart almost any phase of their 
economic history, and the curve climbs steeply. The rural electrifica- 
tion story is a success story if ever there was one. 

In the telephone program, as this year started, there were 611 bor- 
rowers in 45 States with loans that will bring new or improved tele- 
phone service to more than 1 million subscribers. The financial con- 
dition of these borrowers is improving rapidly. Although this is a 
much newer lending program than the electric, splendid progress is 
being made in perfecting policies and procedures to help their bor- 
rowers operate successfully. 

We are proud that some of the greatest progress in the programs 
has been recorded in the past 6 years. During this period we have 
had the services of two very able administrators—Ancher Nelsen of 
Minnesota and Dave Hamil of Colorado. We want to see these sys- 
tems become strong, locally owned institutions. They will continue 
to receive our full support. 


FISCAL YEAR 1960 BUDGET REQUEST 


Funds requested in the fiscal year 1960 budget will provide for 
$245 million in electrification loans and $80 million in telephone loans 
plus a $25 million reserve authorization for each program to be used 
to the extent that additional amounts may be needed during the year. 

Mr. Chairman, I have with me Administrator Dave Hamil and 
members of his staff who will discuss the REA budget. I will be glad 
to respond to questions now or after Mr. Hamil has made his state- 
ment, whichever you and other members of the committee may prefer. 

Mr. Wuirren. I believe it is well from our standpoint to let Mr. 
Hamil proceed with his general statement now. 
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Mr. Hama. Thank you, Mr. Chairman. I am again happy to be 
up here before the members of this committee and relate to your our 
activities for the past year, the condition of the borrowers from REA, 
and the needs for the ensuing period. 


G aft S - - ~ S 
TENERAL STATEMENT OF THE ADMINISTRATOR 


The electrification program is approaching 24 years of age. We 
now have about 4,590,000 consumers on REA financed lines. There are 
about 1,426,000 miles of lines scattered in 46 of the 49 States, with an 
extension down into one of the others. 

At the present time about 9514 percent of the farms, ranches and 
rural establishments of this country have the advantage of central 
station electric power, and about half of these installations are served 
by borrowers from REA. That is quite a contrast from about 11 
percent when REA was established, 


FINANCIAL STATUS OF ELECTRIC BORROWERS 


I would like to speak to you a minute about the financial condition 
of the borrowers from REA. Revenues have risen rapidly as power 
sales have climbed. There were about $321 million in gross revenues 
in 1952. It is now in the neighborhood of $563 million, and is in- 
creasing. 

The net. margins in this same period of time have practically 
trebled; about $25 million in the year 1952 and it is approximately 
$73 million in 1958. 

The number of borrowers with operating deficits is down. There 
were 251 such borrowers in 1952, there were 54 at the end of 1957. The 
net worth of the borrowers from REA exceeds 16 percent. In dollars 
the total net worth of the borrowers was $161 million in 1952. At 
the present time it is in excess of $512 million. There has been repaid 
to REA in principal and interest more than a billion dollars, and this 
includes about $139 million that is paid ahead of schedule. 

The debt payments in arrears has dropped considerably. It was 
about $718,000 for 45 borrowers on December 31, 1952; on January 31, 
1959, there were three borrowers, with delinquency of more than 30 
days of $117,000. 

At this point I want to say that only one of those delinquencies was 
a distributor of electricity. 

Two of the borrowers were refrigeration locker plants, and we are 
working, trying to find a satisfactory solution to all three of these 
cases. 

Borrowers at the present time are in a pretty good cash position. 
They have about $380 million in cash and in investments and while we 
do not have exact information on the purposes for which these bor- 
rowers intend to use this, we do know it is necessary for these people 
to have considerable working capital on hand and for replacements 
and for contingencies for meeting their obligations. 

he recommendation that we make to the borrowers from REA 
who have funds in excess of those needed is that they pay ahead on 
their loans or add necessary plant to their distribution systems. I 
want to say that there has been considerable of that done. I men- 
tioned a minute ago about $139 million has been paid ahead of sched- 
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ule on their loans. They have also invested about $135 million of their 
own general funds into plant. 


SURVEY OF ELECTRIC LOAN NEEDS 


In making our loan survey we have worked very diligently trying 
to come up with as near as possible true and accurate estimates and 
using the very best information that we have available, it does not 
always come out just like we anticipated. 

We take what our survey originally shows, and then we follow up 
with a correction on that, getting more recent information. Our orig- 
inal plan was that there would be about $272 million of loan applica- 
tions submitted in 1959. We began 1959 with $123 million in applica- 
tions on hand; this, plus the $272 million would make about $395 
million in applications in 1959 for our consideration. 

We expected those to be worked into loans to the amount of about 
$275 million this year. Through February this year only $110 million 
of applications out of this total of $272 million as expected have 
reached REA. 

This means that many of this year’s applications may be received 
too late for processing prior to June 30, 1959. 

However, if they do not come in prior to June 30, these applica- 
tions will be carried over into the ensuing year. According to our 
estimates here we will have funds on hand to meet them with the 
carryover that will be available to us. 


ELECTRIC LOAN ESTIMATES FOR FISCAL YEAR 1960 


If we loan $275 million in 1959, we will begin 1960 with applica- 
tions on hand of about $105 million. These, plus the $286 million 
of applications borrowers plan to submit in 1960, will add up to $391 
million. 

Our carryover into 1960 of unused funds from 1959 will amount to 
$107 million, and that is assuming we loan $275 million in 1959. 

We have asked for new 1960 loan authorization for the electric 
program of $136 million. This, together with $107 million carryover 
from 1959 and the rescissions of prior loans, totaling $2 million, will 
provide $245 million, which is our estimate for loans for 1960. 

In addition, we have requested a $25 million contingency to be 
used to the extent it may be needed. As I have indicated to you 
previously and will indicate to vou again today, it is very difficult to 
pinpoint exactly the amount of loan applications that will come in 
or we can process in a given period of time. 

Therefore, we do like to have a little leeway. I will asure you 
gentlemen of the committee that we will use that money that you 
put in our jurisdiction to the very best of our ability to see that ‘the 
loan needs are all met on time. 

Now let we speak to you a few minutes about the telephone program. 


FINANCIAL STATUS OF TELEPHONE BORROWERS 


Wehave made loans in the telephone program of slightly more 
than $500 hundred million since the inception ‘of the program ; loans 
to this time will provide service for about 1,120,000 subscribers and 
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of this number about 785,000 are already on the lines. About 500 
borrowers out of 643 have 1 or more exchanges already in operation. 
About $1714 million has been repaid on principal and interest, in- 
cluding $1,100,000 that have been paid in advance of due date in the 
telephone program. We have 17 borrowers delinquent more than 
30 days. The amount of principal and interest that is overdue is 
$377,000. That is money that is overdue more than 30 days. I am 
very proud to say, members of the committee, that at the time I took 
over REA on June 26, 1956, that figure w: 1S ‘approximately $553,000 
so I believe that we are making progress in helping our borrowers 
in the telephone program get on top of the difficulties with which 
they were originally confronted. I will assure you that I think there 
will be some additional difficulties in the program because it is a 
much younger program than the electric program, but I am not 
worried as to whether or not our telephone program will develop 
the same success story that is now already written in the electric 
program. 


TELEPHONE LOANS TO COOPERATIVE AND COMMERCIAL COMPANIES 


We make loans, as you gentlemen are fully aware, to both coopera- 
tive and to commercial companies. We in REA leave the determina- 
tion as to the type of organization serving the area at the local level. 
We will work with either cooperatives or commercial companies and 
we are just as insistent that the area coverage principle be carried 
out to the fullest extent possible, whether the ‘borrower be a coopera- 
tive or whether it be a commercial company. 


TELEPHONE LOANS IN FISCAL YEAR 1959 


We have available for loans in the telephorte program this yes 
$99 million. We expect that by June 30 this year this entire siden 
will be encumbered. The loans so far this year, members of the 
committee, amount to approximately $73 million. The applications 
received this year to date total $82 million and we now have applica- 
tions on hand totaling $95 million. This indicates the rate of receipt 
of applications is exceeding the amounts we have anticipated 
previously. 

We are not in position at this time to say whether this upsurge in 
applications is temporary or whether it marks the beginning of a 
trend. 

LOAN NEEDS DURING FISCAL YEAR 1960 


It appears now that at the beginning of 1960 we will have appli- 
cations on hand totaling $104 million. 

During 1960 we estimate that we will receive applications totaling 
approximately $100 million. We have asked for a new 1960 loan 
authorization of $79 million. In addition, we have asked for a $25 
million contingency 7) be used to the extent it may be needed. 

We estimate rescissions of prior years’ loans amounting to approxi- 
mately $1 million. 

ADMINISTRATIVE FUNDS 


Mr. Whitte *n, a word or two about our administrative funds. Dur- 
ing this fiscal year administrative expenses have been held to the low- 
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est possible level, enabling REA to absorb more than $150,000 of the 
recent pay increase. For fiscal 1960 we are holding our budget 
request to this reduced level, the budget estimate of $9 632, ,000. 

The budget request will provide for about 1,011 man- years of em- 
ployment, about 8 man- years less than this fiscal year. Continuous 
efforts to improve techniques and procedures and to transfer maxi- 
mum responsibility to borrowers are making it possible to handle the 
workload of both the electric and telephone programs, with little more 
than 1,000 man-years—a steady decrease from about 1,150 man-years 
years of employment for the electrification program alone in the 
fiscal year 1950. 


INTRODUCTION OF DEPUTY AND ASSISTANT ADMINISTRATOR 


Members of the committee, I have with me on my staff and up here 

today two gentlemen who are making their first appearance before 

ou. 

. On my left is Mr. Ralph J. Foreman, Deputy Administrator of 
REA, who has been with REA for a goodly number of years. He has 
had previous experience as a manager of a cooperative in Michigan, 
has worked for REA in the field and has come up through the ranks. 
I am very happy to have made him the Deputy Administrator of 
REA. 

On my extreme right, at the end of the table, is Mr. Norman Me- 
Farlin from Iowa, who came to us this year as the Assistant Ad- 
ministrator in charge of our telephone program. We are very happy 
to have the services of these two men in this capacity and we are here 
to answer any questions that you may have in regard to our steward- 
ship of the rural electrification and rural telephone programs, 

Mr. Wuirren. I notice you have introduced to us these new mem- 
bers of your staff. In order that the members of the subcommittee 
may be familiar with their background, I think it would be well for 
you to include in the record at this point a statement of their experi- 
ence and educational qualifications, and things of that sort. I know 
that they have excellent records and I think it well for our hearings 
to show it. 

(The biographic sketches follow :) 


Raiph J. Foreman, Deputy Administrator of REA, was born in Homer, IL, in 
June 1909. 

A career employee of REA, he joined the agency’s staff as a field representative 
in January 1949, and worked with REA electric borrowers in the Midwestern 
and Great Plains States. Later, he became assistant director and then director 
of the Northeast electric area office. He was special assistant for power supply 
in the Office of the Administrator when he was named Deputy Administrator 
in August of 1958. 

Before joining REA, Mr. Foreman was manager of the Southeastern Michigan 
Rural Electric Cooperative, Adrian, Mich. 

During the war he served with the Navy as chief electrician and chief warrant 
officer. 

He attended the University of Illinois and was employed by the Central 
Illinois Electric & Gas Co. Beginning as groundman, he was promoted to line 
man, serviceman, engineer, and district manager. 

He is married to the former Margaret Hickey of Lincoln, Ill. Mr. Foreman is 
a member of the Presbyterian Church and is a Mason and a Shriner. 


Norman H. McFarlin, Assistant Administrator of REA, was born in Monte 
zuma, Iowa, on January 2, 1918. 





at 
at 


19 


El 
th 


Ele 


Tel 





= 


eRe Ol 


an" 


1669 


His experience in the rural telephone field includes 11 years as secretary, vice 
president, and general manager of the Montezuma Telephone Co. He is an 
attorney and formerly practiced law in Montezuma, serving as Poweshiek County 
attorney, 1951-56. 

Mr. McFarlin received a bachelor of arts degree from Grinnell College, Grin- 
nell, Iowa, in 1939, and a doctor of laws degree from the University of Iowa in 
1947. Heserved with the Air Force in World War II. 

In September 1958, he was appointed Assistant Administrator of the Rural 
Electrification Administration. In this position, he is in immediate charge of 
the agency’s rural telephone program. 

He is married to the former E. Madeline Berg of Sumner, Iowa. They have 
two children, Marilyn and Melinda. Mr. McFarlin is a member of the Methodist 
Church. 

Mr. Wuirren. Mr. Hamil, this committee has a great amount of 
interest and pride in the very fine record which the REA associations 
have made and this committee takes pride in what share it may have 
played in helping in that. 

There are two or three points that I would like to develop for the 
record. 

REVOLVING FUND 

First, there is a considerable amount of agitation in support of some 
type of revolving fund, which is separate from this private financing. 
It is my thought that, in effect, that is about what we have at the 
present time. In addition to having what amounts to a revolving 
fund, in my opinion, you have annual congressional supervision or 
consideraion, which you would not have under the normal revolvi ing 
fund approach. In that connection, I would like for you to give for 
the record the amount of money that has been loaned for the last 5 
years, and matched against that, the amount of annual repayment. 

I realize the loans are to new borrowers and repayments are from 
old borrowers, but I would like for the record to show a comparison 
between the amount of money that we collect each year from the REA 
programs. Make a distinction between the telephone and the REA 
electric loans because there is a great difference in the length of time. 
We know the telephone program is a new one. 

(The information referred to follows :) 


Loans and repayments, fiscal years 1954 through 1958 





Loans 





























| Collections 
Approved Funds | Principal Interest Advance Total 
| advanced |repaymen ts| collections | payments! 
—— ocnennnenennncstapacipshis pone a —|—___—___—__|-— eae 
Electrification: | 
1954 $167, 104, 100 | $181, 528, 5382 |$46, 761, 009 |$26, 179, 882 |$12, 234, 590 | $85,175, 481 
1955... 167, 530, 430 156, 741, 935 | 58,453,271 | 32,033,065 | 15,939,151 | 106, 425, 487 
1956 189, 804, 800 154, 739, 544 | 68, 938, 634 | 36, 793,035 | 10, 928, 767 | 116, 660, 436 
1957 300, 461,514 | 185, 977,622 | 71, 259, 515 | 39, 342, 57! 13, 031,910 | 123, 634, 003 
1958 -| 241, 636, 869 205, 332, 297 | 77, 436, 340 42, 2. 487 > 204 19, 749, 647 | 139, 673, 281 
oo .-|1, 066, 587, 7 3 884, 319, 930 322, 848, 769 76,8 6, 835 5, 854 71, 884, 065 | 571 , 568, 688 
Telephone: vite hab: id sash ie * : a — 
US i de Reiaice Tibeiad 74, 712, 000 28, 440, 126 912, 426 210, 915 6, 861 1, 130, 202 
1955 52, 744, 000 39, 786, 986 456, 600 | 488, 284 6, 896 951, 780 
1956 80, 980, 000 53, 919, 279 1, 027, 364 928, 991 172, 538 2, 128, 893 
, oS ee 81, 729, 000 72, 940, 243 1, 804, 911 1, 553, 131 223, 651 3, 581, 693 
1958 aaa 89, 238, 000 82, 860, 009 2, 890, 432 2, 348, 040 299, 974 5, 538, 446 
OM tkciobannatdd 379, 403,000 | 277,946,643 | 7,091,733 | 5, 529, 361 709,920 | 13,331,014 











1 Represents increase in balance of advance payments at end of year over balance at close of previous year. 
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AREA COVERAGE 


Mr. Wurrren. I also would like in the record at this point a state- 
ment of the pertinent provisions of the REA Act which call for area 
coverage. 

(The material requested follows :) 


AREA COVERAGE 


The lending authority granted to the Administrator of REA by section 4 of 
the act, “to make loans for rural electrification * * * for the purpose of 
financing * * * systems for the furnishing of electric service to persons in 
rural areas who are not receiving central station service,’ can only be under- 
stood in the light of the act’s legislative history. So read, it is clear that the 
act must be administered in a manner which will, consistent with the feasi- 
bility requirements of the act, bring electric service to all possible unserved 
persons in rural areas. 

The legislative history of the Rural Electrification Act of 1936 clearly estab- 
lishes that the principal objective of its enactment was the bringing of electric 
service to all possible users of electricity in rural areas who were not receiving 
central station service. 

Illustrative of this legislative history is the following excerpt from a letter, 
dated March 14, 1936, to the chairman of the House Committee on Interstate 
and Foreign Commerce from Morris L. Cooke, Administrator of the REA estab- 
lished by Executive order in 1935, appended to the report of that committee 
recommending enactment of the bill (H. Rept. 2219, 74th Cong., 2d sess., 

Mar. 23, 1936) : 

“The only effective way to electrify rural America is to construct within each 
rural area a network of lines to serve every possible customer. The policy of 
the utility companies has been to skim off the cream of the business. Such a 
policy has precluded the extension of service to nearly 90 percent of American 
farms and has been paralyzing in its effect. In areas where an REA project 
is contemplated we have insisted upon the inclusion of all territory which can 
be covered in a self-liquidating project. This policy involves the economies 
of mass construction, average the poor with the better territory and avoids 
the stranding of considerable areas which cannot be self-sustaining under 
present conditions. Unsocial practices must give way to the policy of consider- 
ing the electrific:tion of an entire area at one time—a progressive program 
which would be made possible by the bill under consideration.” 

The report of the Senate Committee on Agriculture and Forestry (S. Rept. 
1581, 74th Cong., 2d sess., Feb. 17, 1936), includes a similar statement from 
Administrator Cooke. 

It is clear that area coverage rural electrification was the purpose and objec- 
tive of the act and is, therefore, a fundamental responsibility of the Adminis- 
trator in carrying out the act. This responsibility has been recognized from 
the inception of the program to the present day by all REA Administrators. 
Thus, the Administrator’s report for the year 1949 states: 

“Area coverage is one of REA’s fundamental policies. It is a pattern for 
extending electrification to all rural people rather than to on!y those in more 
densely settled sections. 

“Nearly all of the cooperatives and public power districts are committed to 
area coverage by resolutions of their boards of directors. REA is doing all it 
ean to stimulate the rest of its borrowers to go on record as adhering to this 
principle. Cooperatives, being member-owned and nonprofit organizations, are 
generally sympathetic to the idea. Most boards of directors want to see their 
unserved neighbors benefit from electric service.” 

Prior to 1950, the REA Administrators discharged their area coverage respon- 
sibility by reserving, in the loan contract, the right to specific approval of the 
scope of the borrowers’ projects, including approval of the plans an! specifica- 
tions for each project. The passage of the Pace Act (Department of Agricul- 
ture Organic Act of 1944, title V) emphasized the need for further implementa- 
tion of the area coverage objective. The Pace Act provided for a uniform 
interest rate of 2 percent instead of a varying rate from year to year and in- 
creased the maximum amortization period from 25 to 35 years. The legislative 
history preceding the passage of the Pace Act establishes that its purpose was 
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to facilitate the carrying out of area coverage. Thus in the course of the 
congressional debates on the Pace Act, Representative Poage stated: 

“This bill takes a long step in the way of providing rural electrication for all 
of the farms of America. It does it ina twofold manner, by reducing the interest 
rate und extending the period of time, so that lines can extend to these remote 
areas spoken of by the gentleman from Idaho (Mr. White). In these great 
wide-open spaces we find the greatest need of the service.’ (Congressional 
Record, March 6, 1944, p. 2312.) 

Following the passage of the Pace Act inquiries were addressed to the REA 
Administrator at various committee hearings concerning progress in carrying 
out area coverage electrification. See for example, the discussions between 
Representative Whitten and Administrator Wickard during the course of the 
hearings of the Appropriations Subcommittee on the Department of Agriculture 
appropriation bill for 1949 (SOth Cong., 2d sess., pt. 2, Feb. 27, 1948, p. 510) 
and on the Department of Agriculture appropriation bill for 1950 (83d Cong., 
Ist sess., pt. 2, Feb. 28, 1949, pp. 676; 678). Finally, the committee report 
accompanying the 1950 Department of Agriculture appropriation bill (H. Rept. 
384, 8ist Cong., 1st sess., on H.R. 3997) stated: 

“We do wish to direct the attention of the agency to the need to speed up 
the expansion of sOme local cooperatives which seems to be slow in expanding 
to new subscribers. The right to require such expansion should be retained 
in all loans” (pp. 30-31). 

The following excerpt from the Administrator’s Report of 1950 explains the 
action taken by the Administrator in compliance with this congressional direc- 
tive to further implement the area coverage objective of the act: 

“From time to time questions have been raised as to the extent to which REA 
is assuming responsibility for the extension of rural electric service On an area 
coverage basis. Area coverage has always been a basic policy of REA. Congres- 
sional committees have repeatedly admonished REA to make certain that this 
policy is followed by its borrowers and that borrowers not be allowed to ignore 
their responsibility in this respect. Accordingly, the following provision was 
inserted in distribution loan contracts in January 1950: 

“‘The borrower shall make diligent effort to extend electric service to all un- 
served persons who are located within the service area of the borrower, as such 
area shall from time to time be determined by the Administrator. At such time 
or times as the Administrator may require, the borrower shall make diligent 
effort to obtain applications for membership in the borrower or subscriptions 
to its capital. stock, as the case may be, from all such persons, and shall accept 
such applications or subscriptions by appropriate corporate action (art. IV, sec. 
6, REA loan contract).’ 

“In addition, REA field personnel are constantly working with borrowers for 
the purpose of ascertaining unserved consumers and unserved areas remaining 
in their systems. Encouragement to borrowers to accept the responsibility for 
complete service is the primary recourse. In many instances borrowers, upon 
being shown how service can be extended on an economically feasible basis, are 
willing to make the necessary extensions. This matter is primarily one of the 
extent to which the existing consumers on the cooperative system are willing to 
make the necessary investment to provide service to fringe areas and scattered 
consumers that require greater-than-average investments. (It has been REA 
policy and recommendation that service be provided at uniform rates and with- 
out construction charges to the greatest extent possible. )”’ 

This action was directly reported to the House Appropriations Committee dur- 
ing the hearings on the Department of Agriculture appropriations for 1951, in 
reply to Representative Whitten's inquiry as to the action being taken to carry 
out aurea coverage (Ilearings before Subcommittee of the House Committee on 
Appropriations, Slst Cong., 2d sess., on agricultural appropriations for 1951, p. 4, 
p. 984, January 30, 1950). 

Area coverage continues to be a cornerstone of REA policy in the administra- 
tion of its electrification program. Borrowers are constantly encouraged to 
implement this policy in their construction and extension activities. The area 
coverage policy was reemphasized in a bulletin issued by Administrator Hamil 
on September 23, 1958. This bulletin provides: 

“T. Purpose.—To express REA policy covering the extension of electric serv- 
ice to rural users on an area coverage basis. 
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“II. Policy.— 
“A. The Rural Electrification Administration strongly recommends to its bor- 


rowers that electric service be made available to the largest practicable number 
of rural users in each borrower’s service area. Loan contracts shall contain 


appropriate provisions to further this policy. 

“B. Consistent with overall feasibility requirements, REA loans generally are 
made to provide adequate electric service throughout a borrower’s service area. 

“C. The service area established as the basis for loans should include the 
largest practicable number of unserved farms and other rural establishments 
requiring electric service. 

“PD. It is recommended that borrowers serve persons included in their areas 
to the maximum practicable extent, at the rates and minimum charges estab- 
lished in standard rate schedules and without payment by such persons of any 
contribution in aid of construction. The area coverage policy of borrowers 
should be applicable to as many types of consumers, and to as many consumers 
within each classification as practicable. In view of the wide variation in loads 
and investment involved, service to large commercial and industrial consumers 
should be considered on an individual basis by the borrower. 

“BE. To further the area coverage policy, borrower should periodically review 
their requirements for extending service and determine that they reflect current 
conditions. 

“F. It is recommended that borrowers adopt an extension policy to achieve 
maximum area coverage, and that they extend service to the largest practicable 
number of unserved persons under standard rate schedules and without contribu- 
tions in aid of construction. For circumstances and situations which indicate 
the need for other arrangements, there is attached a discussion of line extension 
plans which may be useful to borrowers.” 

Mr. Wurrten. I know our committee has stressed area coverage in 
times past, because it is highly essential that attention be given to it, 
This program was set up largely because the private utility companies 
had taken the cream of the crop, about which I do not complain. This 
program came up because the private power companies had not, and 
I would be frank in saying that to a great degree they could not, meet 
the need in certain rural areas. 

At the time this program started, it is to be doubted that private 
companies could have sold bonds to raise enough money, because it 
was not thought that rural people would subscribe to the point that 
it would be feasible. Nevertheless, the need for it arose because of 
not having area coverage. We had so much raking the cream that 
the undeveloped territory was not sufficient to interest the private 
power companies; or, if they were interested, they were not able to 
finance it. I would like to have that particular provision in the law. 

<arlier, when the REA association witnesses were before us, I de- 
veloped with them, and I would like your reaction, that the dropoff in 
the number of farmers in my judgment could aggravate or increase the 
problems incident to area coverage, rather than lessen them. If you 
have got fewer farmers, but they are scattered all over the United 
States, it would mean that the distance from one farmer to another 
farmer was increasing and not decreasing. Therefore the argument 
that fewer farmers should require less loans is wrong. It might be it 
would require larger loans as long as the associations meet their area 
responsibility. 

You will agree that, if you have fewer farmers in the same territory, 
the distance between farmers would be greater and not less. Is that 
true? 

Mr. Hama. That is true. 

Mr. Wuirren. On its face / 
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Mr. Hamin. On its face, Mr. Chairman. However, the record in 
most cases from borrowers from REA has indicated up to this point 
that the increased use of electricity, and by more people living in many 
cases in the rural area, even though they are not farmers, has exceeded 
the disappearance of those units actively engaged in farming. 

Mr. Wurrren. I am glad to see that happening because it helps 
the associations to finance themselves. It leaves the point I made 
earlier, that with fewer folks the area responsibility is still one that 


has to be faced. 


INCREASED CONSUMPTION OF ELECTRIC POWER 


Can you show for the record how many of your loans in the last 5 
years have been for services to new members and how many have come 
from this “rephasing” to build heavier lines? The use at the farm 
level is much higher than anybody ever anticipated and we would 
like to have some comparisons as to what the use per farmer or per 
user has been for the last 15 years. 

Mr. Hamit. [am sure we can go 10 years. 

Mr. Wuirren. You use your own judgment. 

(The information referred to follows :) 


Electrification loans by purpose, fiscal years 1954 through 1958 





| 
Distribution | System im- | Generation | Trans- Consumer Total 




















| provements mission facilities 
ioe aches ---| $05, 517, 524 $38, 315, 096 $18, 498, 460 $12, 740, 020 $2, 033, 000 $167, 104, 100 
SEs 86, 611, 991 36, 037, 269 19, 393, 350 21, 339, 820 4, 148, 000 1 167, 530, 430 
Ae Sa ail 79, 935, 559 43, 972, 302 34, 495, 000 26, 756, 939 4, 645, 000 189, 804, 800 
Sishecctcoett Lens 94, 520, 104 80, 692, 414 66, 822, 023 53, 121, 973 5, 305, 000 300, 461, 514 
«ese 80, 790, 408 70, 523, 329 47, 726, 354 38, 611, 778 3, 985, 000 241, 636, 869 
I cinienane 437, 375, 586 269, 540, 410 186, 935, 187 152, 570, 530 20, 116, 000 | 1, 066, 537, 718 





1 Includes $2,914,556 obligated against 1956 loan authorization. 


Average annual kilowatt-hour consumption of all classes of consumers served 
by REA distribution borrowers, calendar years 1948 through 1958 


a ek Pan pen teeateh ape tatlee inant tat Fe FE ities irmngecaeyratknmamnels 2, 472 
fee PLES 2b ee ae ie nee a es 2, 712 
BD hiscst Ccttipth a asqreairtnsteeedgad Ae LAO ati enh aeb ann tciseneboe 3, 000 
NN ay in ante he i ea as ee i Soa sic ihsaip i carecinemnscee masiinisneie ial 3, 360 
Nh sansa os aabatepscopunlneardespienesepteae BE cirri am xn eenaenee 3, 672 
Re Ey I Fs hse et canst ek aes 4, 020 
RU sce cele tee ce SEE Oe ee ha dears ea deel icebint dete et 4, 368 
MRNA 3g 3d scgrancmeelateiananseoee Se SOO 4 en eaten bn 4, 680 


RELATION OF INCREASED USE TO FARM LABOR SHORTAGES 


Mr. Wurrren. I would like to say that this increased use of elec- 
tricity is because farmers have begun to use conveniences and elec- 
tricity on the order that they have gotten accustomed to it. When 
they first started, a little drop light in each room was so much im- 
provement over the past that each farmer who had not had it thought 
that was great. Now they are using it for the same uses other folks do. 

Is it not a fact that a great part of this increased use comes because 
of shortage of labor and fewer people on the farm, which of necessity 
has caused many farmers to turn to electrical equipment, where for- 
merly it might have been done by labor? 
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Mr. Hamu. Mr. Chairman, I am a practical farmer myself. My 
increase in use of electrical energy on my own farm has been based 
upon the fact that it is the most economical method of accomplishing 
many farm purposes. 

Mr. Wurrren. Will you let me analyze that a little bit? I do not 
question that in the least, but the reason it is that w ay is because labor 
is not plentiful, and you cannot hire it as cheaply as you did at one 
time. Maybe your section is different than mine. 

Mr. Hamm. I cannot hire labor for the same amount per month 
that I could any year in the past. 

Mr. Wurrren. It is just hard to find farm labor, is it not, in your 
section. I know it is in many sections. I am talking about the hard, 
manual work. It is hard to find people to do it in most areas of the 
country at the present. 

Mr. Hamu. Mr. Chairman, along that line, we just do not think 
of doing work out on the farm and “ranch today in the same manner 
that we did even 10 or 12 years ago because we have these other 
facilities and farm boys like them. 

Mr. Wurrren. If you had the electricity cut off, Mr Hamil, could 
you hire labor in your country do that work at the present time, in 
view of the shortage of labor? I do not know your section. I know 
in mine you could not. 

Mr. Hamu. I could not. 


LOANS TO COMMERCIAL COMPANIES VERSUS COOPERATIVES 


Mr. Wuirren. Turning to one other point that was made in these 


statements to us. It was said we ought to give consideration on this 
committee to a tie-down in the telephone program of a certain amount 
of this loan fund for telephone cooperatives; that while there has 
been much expansion, a great deal of it had been tied down for loans 
to other than telephone cooperatives and that it was next to impossible 
for a cooperative to get the same consideration that some private 
companies get. 

I do not say that as a fact. It was so represented to us. What has 
been your experience with applications from telephone cooperatives 
as compared with the requests for loans from noncooperatives ? 

Mr. Hamiz. Mr. Chairman, we make no difference whether the 
people in a community wish to have themselves served by a telephone 
cooperative or a commercial company. We have made loans to tele- 
phone cooperatives just as freely as we have made loans to other 
types of organizations. There have been more applications, Mr. Chair- 
man, come to us from other types of organizations. Therefore, it has 
probably resulted numerically in more “loans. Many of our loans in 
the telephone program now are additions to already going borrowers. 
I recite to you two large cooperative loans that have been made in the 
last 13 months, a sizable one in the State of Oklahoma, recently a 
sizable one in the State of Montana. Those loans were made because 
we had the applications come in from a cooperative organization. 

I know of no cooperative borrower in the United States, or pro- 
posed cooperative borrower, who has been able to develop a satis- 
factory System, whose loan has not been given full and complete 
consideration. 
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Mr. Wuirren. You do not see any necessity, then, for the com- 
mittee to set these two funds up into two divisions in the coming 
year? I mean you give us the assurance that there is no need from 
the standpoint of approval ? 

Mr. Hamu. I assure you, Mr. Chairman, that there will be no choos- 
ing between cooperatives or commercial companies whatsoever. We 
will not permit it, because that is a prerogative for people at the 
local level to determine as to how they want to serve themselves with 
telephone service. 


BENEFITS TO THE NATION RESULTING FROM REA 





























Mr. Wuirtren. Mr. Hamil, you earlier gave a very wonderful pic- 
ture about rate of repayment by REA cooperatives. We are all 
aware of the tremendous benefits to the Nation as a whole. Quite 
frequently it is played up how much this loan program has done 
for the American farmer. We realize that is almost immeasurable, 
it is so great. But by reason of that it has also contributed greatly 
to the Nation by reason of a changed picture in rural America. 

I think it has great national benefits. In fact, if your electrical 
appliance people were to have all the electricity cut off to the rural 
people, I am sure their stock would drop about 50 percent imme- 
diately. This goes to every segment of American enterprise, including 
labor, which makes the equipment they buy. Not only that, but 
it has contributed greatly to making all Americans alike. 

The day when I grew up, and even more so prior to my day, you 
could recognize a rural man when he got to town as far as you could 
see him. I do think that electricity and the things that have fol- 
lowed it, television, radio, and all that, has had such an influence 
that it is hard to tell one from the other. 

In fact, when I go into the most rural areas of my own district 
I stick to things I have been working with, because chances are 
everybody I see will be more familiar with what was on radio and 
television the last week than I will have had time to see. I try to 
hold the conversation to what I deal with and not about what they 
know, because they will be more current than I. I think in the overall 
it is wholesome. 


FUTURES OF THE TELEPHONE PROGRAM 





What do you envisage for this telephone program? I raise that 
question because we on this committee have cautioned against over- 
expansion. We all recognize a telephone is essential to business in 
many sections, but most any rural family, other than a big business 
operation, would cut off its telephone before it would give up its 
lights. 

There is that element in it. What do you envisage for the future? 
Isthis growing? Are the users expanding? Are your loans proving 
to be sound compared to REA electric loans? 

_ Mr. Hamm. Mr. Chairman, I think that the telephone program 
in its benefits to rural America and in its financial picture also will, 
at the same stage of maturity, have equal coverage, as well as equal 
financial stability. My reasons are legion. Based on that, I can 
cite one or two. A telephone today is an essential part of the Ameri- 
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can way of life. The youngsters growing up now assume a tele- 
phone. I grew up and can well remember when we bought our first 
automobile. My children know no such thing. The youngsters grow- 
ing up today, living in the rural area, the telephone, i in their opinion, 
is a necessity of life. I think, barring some condition that we hope 
never occurs in this country, the use ‘of the telephone will continue 
to become more essential. 

I am positive, Mr. Chairman, that proper development of these 
rural telephone systems, based upon most recent information that we 
are able to put into effect, will result in a program of which we in 
REA can share equal pr ide with the electric program. 

Mr. Wuirten. In that connection, our colleague, Mr. O. C. Fisher, 
of Texas, called my attention to a problem they have in his section 
of Texas, which in turn was called to his attention by an official of one 
of the cooperative telephone companies in that area. He points out 
that the REA in Washington has insisted on lending more money 
than was needed in order to induce people to apply for a dial system 
when they were all happy with the magnetic type telephones. He 
claims that, while your files will show a number of people asking for 
dial service, in actuality they do not want it. 

I doubt if you have the information here, but I will be glad to pass 
this inquiry on to you and we would like to havea reply. 

I have always felt that the lending of Government funds that would 
be repaid with interest was ood. But it never helps anybody to 
make them repay for something they did not want. Unneeded credit 
has ruined about as many people as it has helped, in my opinion. 

This is the way the situation has been represented to Mr. Fisher 
and to me, and the gentleman who signs this honestly believes it. We 
would like to have you make a full report to the subcommittee on it. 

Mr. Hamu. Mr. Chairman, at this point I would like to insert in 
the record that we are loaning money that you put in our custody 
on a repayable basis over a per “iod not to exceed 35 years. We feel— 
and rightly, in my opinion, Mr. Chairman—that we should take 
advantage of the most recent mechanical facilities that are available 
to carry out this provision. 

Mr. Wuirren. You can supply the reply for the record. 

(The information requested follows :) 

In accordance with an application from the Hill Country Telephone Coopera- 
tive of Ingram, Tex., a loan was made on September 16, 1955, to finance the ac- 
quisition, expansion, and improvement of rural telephone service. The loan 
included funds to acquire and convert to dial operation the exchanges serving 
Comfort and Center Point. The acquisition of the existing company serving 
these areas was closed on May 8, 1956, by the Hill Country Cooperative. 

Because of apparent misunderstandings and dissensions on the part of cer- 
tain individuals, the advance of loan funds for developing and converting the 
Comfort and Center Point exchanges was delayed for some months. During the 
fall of 1958, several requests were received from leading citizens asking that 
REA release funds to the cooperative for the development of a modern dial sys- 
tem. On the basis of these requests and a substantial subscriber signup, REA 
agreed to make construction funds available. The release of these funds was in 
keeping with the application on which the loan was based and the purpose of 
the loan as it was originally made. 

The rates proposed for dial service in the Comfort and Center Point ex- 
changes ranged from $5 for multiparty residential service to $6 for private line 


residential service within base rate areas. Rates of this magnitude are not con- 
sidered unreasonable for modern dial service. In fact, they are substantially 
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lower than rates being paid in numerous other communities of a similar character. 

The actions of REA have been consistent with those of the Hill Country 
Telephone Cooperative’s board of directors and the application which it sub- 
mitted for a loan. We are not aware of any misrepresentation or of any force 
that has been brought to bear by anyone endeavoring to compel the coopera- 
tive to accept REA loan funds which it did not want. REA has received a num- 
ber of communications from people in the Comfort and Center Point areas in- 
dicating that they are anxious to expedite the completion of modern dial tele- 
phone service throughout their communities. REA has continued to work with 
the Hill Country Telephone Cooperative with the aim of achieving this objective. 


RESERVE AUTHORIZATION 


Mr. Wuirtren. Quite a number of years ago, when I became chair- 
man of this subcommittee, I urged the committee, and they agreed 
with me, that we start this policy of providing a certain amount of 
funds for you to meet your needs, plus a contingency amount. It was 
our reasoning that the law itself prescribed the requirements to be 
met to be eligible for a loan. Since the law also controlled the 
amount you could lend and it had to be passed upon by the Bureau of 
the Budget, we felt we were not doing any harm by making other funds 
available on a contingency basis. 

My primary reason was that I had seen my predecessor being em- 
barrassed on the floor. The REA was so popular that whatever 
amount was authorized, some Member would offer an amendment to 
double or triple it, and I know it embarrassed the former chairman 
of this subcommittee. That was my primary reason for starting 
that. After that, being a member of the Democratic Party, when I 
became chairman I thought it was a good thing to continue that 
policy. They cannot say it was the Democratic Party that would not 
give them the money. 

Those are the practical reasons. 

The other reason is that the rate of repayment is 99 and a fraction 
ercent. The funds are repaid with interest. The REA cooperatives 
ave to meet this area coverage and the law still sets the rules by 

which they are eligible to obtain loans. So it is my honest belief 
that we should continue to authorize certain lending authority plus 
a contingency which, after all, does not have to be released except by 
the Bureau of the Budget under the terms which I have mentioned. 

In addition to that it lets you meet things that may show up. As you 
said a while ago, you cannot tell how this new influx of loans will 
affect the program. 

_Tam asking you if you do not think that is thoroughly sound prac- 
tice. 

_ Mr. Hamm. As a former chairman of an appropriations committee 
myself, I find nothing wrong with that procedure. We are going to 
make loans under the act and that is the only purpose for which we 
can use the loan funds. 

Mr. Wuirren. And whatever lending authority we give you, the 
money is not withdrawn from the Treasury and no interest is paid 
on it until it is actually withdrawn and lonaed to an association. 
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UNADVANCED LOAN FUNDS 





Mr. Hamin. That is right. At the present time in the electric pro- 
pn alone we have approximately $600 million of commitments that 
1ave not been drawn. 

Mr. Waurrren. Mr. Natcher. 

Mr. Narcuer. As you gentlemen have heard me say from time to 
time, I am definitely of the opinion that our rural electrification 
program and our rural telephone program are two of the great 
achievements of our present-day Government. I want to thank you, 
Mr. Scott, and you, Mr. Hamil, for the fine statements you have made 
to our committee. Either one of those statements could have been 
made in my section of the United States and been appreciated. 

Mr. Scott, your statement to the effect that the Department of Ag- 
riculture considers the rural electrification and veel telephone pro- 
grams of REA two of its outstanding programs is certainly true, and 
I agree. 

Further down in your statement you state that “they will continue 
to receive our full support.” I believe that, Mr. Scott, and I want you 
and Mr. Hamil to know that the people in my section of the United 
States believe that there is a place in Kentucky and in all of the States 
for both public and private power and, going through the period that 
we are in at the present time, we need all of the power that we can get. 


ELECTRIC LOAN FUND NEEDS FOR FISCAL YEAR 1960 


Mr. Hamil, you mentioned the figure of $391 million. What did 
you have in mind as far as that particular figure? Is that the antici- 
pated loan total for fiscal year 1960? 

Mr. Hamu. That is the total of electric loans for consideration, Mr. 
Congressman. 

Mr. Narcuer. That is the total for REA electric loans under con- 
sideration for fiscal year 1960? 

Mr. Hamm. Yes, sir. 

Mr. Narcuer. Now, the amount requested under this bill for the 
electric loan program is $136 million authorization plus the $25 mil- 
lion contingency fund and the carryover of the $107 million. 

Mr. Scorr. That is right. 

Mr. Narcuer. Of course that will not make your total of $391 
million. Now, what would you like to say about that, Mr. Hamil, 
the difference between those two figures ? 

Mr. Hamin. Well, they will not all be processed, Congressman, in 
that period of time. 

I am going to ask Mr. Partridge if he will make an explanation as 
to how the applications actually develop into loans and how we have 
anticipated arriving at this particular figure. 

Mr. Narcuer. I would appreciate it, Mr. Partridge, if you would 
in your explanation take the figures of $107 million, $136 million, the 
$25 million contingency fund, and the $391 million anticipated loans 
and explain to me the difference in the two groups of figures. 

Mr. Parrriper. Mr. Congressman, it may be best if we begin with 
the begitining of fiscal year 1959 and go through the amount of appli- 
cations we had on hand at the beginning of the year, the amount we 
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expect to receive during the year, the total for consideration, and how 
we would dispose of them by loans or carryover. 

We began fiscal year 1959 with applications on hand totaling $123 
million. Our borrowers indicated to us they would submit applica- 
tions in 1959 totaling $272 million. This would give us the figure 
that has been referred to of $395 million for consideration during 
fiseal 1959. 

Mr. Natcuer. Right there, is that $395 million or $391 million? 

Mr. Parrriner. It is $395 million, sir. 

Mr. Natcuer. $395 million ¢ 

Mr. Parrrinegr. Yes, sir. 

They would be disposed of in this way : 

We estimated we would make electric loans this year totaling $275 
million. We would have a few withdrawn or returned to the field and 
we estimated that would be $15 million in applications, which is 
about our normal experience for a year’s time. 

We would carry over into 1960 applications totaling $105 million, 
and those would have to be consiaared during fiscal year 1960. This, 
again, is about a normal carryover of workload, about what we have 
been running in the last few years. 

Taking that $105 million of applications to be carried over into 
1960 and adding to it the applications we expect to get during fiscal 
year 1960, which is $286 mille, we have a total for consideration in 
1960 of $391 million in applications. 

Again, the disposition of those would be as follows: 

Loans, $245 million; $15 million in applications returned to the 
field or withdrawn by borrowers; and a carryover into 1961 of appli- 
cations totaling $131 million. This would again not be out of fine 
with previous years’ backlog of applications. 

As to loan funds availabie, the $136 million required in the budget 
request for this year together with the carryover of unused loan funds 
from 1959 and the small amount of rescission money we would pick 
up would provide loan funds totaling $245 million in 1960, We would 
have in addition, under the request we have made to this committee, 
a gg pd fund of $25 million. 

Mr. Natcuer. Do you feel that the amount requested of $136 mil- 
lion plus the $25 million contingency fund, with the holdover amount, 
will take care of fiscal year 1960? 

Mr, Parrripee. Yes. 


CONDITION OF REA LINES AND EQUIPMENT 


Mr. Narcuer. What is the present condition of the cooperatives 
ety throughout the United States as to equipment, lines, and 
acilities ? 

_Mr. Hamm. I will answer that and then have Mr. Zook, our As- 
sistant Administrator, who is probably in closer touch with the situ- 
ation than I am, comment, but my observation is this, Congressman 
Natcher. The lines and the equipment of REA borrowers throughout 
the country have been kept up in good condition and they have used 
adequate accounting methods for the replacement of equipment as 
the need has come along, and we have also made loan funds available 
throughout the country for the revamping of systems, the replenish- 
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ing of systems, continuously. So the lines, in my honest opinion, and 
the equipment of REA borrowers, throughout the Nation, are in good 
operating condition and are being kept that way. 

Mr. Zook is here if he would care to add that. 

Mr. Zoox. I would like to support what Mr. Hamil has said, 
Through the years, of course, the management of those systems, by 
their boards of directors and the manager and his staff, has con- 
tinuously improved. Most of them are giving continuous attention to 
that kind of thing. It is not done all at one time. It is done ona 
piecemeal basis as needed. 


LOANS FOR SYSTEM IMPROVEMENTS 


Mr. Natrcuer. Percentagewise can you give the committee an idea 
of approximately how many loans you anticipate in 1960 for use in 
repairing and bringing systems up to date? Can you give us any 
idea along that line percentagewise ? 

Mr. Zoox. Percentagewise I would say there was some money for 
that purpose in every loan we would make to an operating electrifica- 
tion borrower. 

Mr. Narcuer. Every loan in 1960? 

Mr. Zoox. Will contain some funds for that, yes. 

Mr. Natcuer. That is all, Mr. Chairman. 

Mr. Wuirren. Mr. Santangelo. 


BENEFITS OF ELECTRIC PROGRAM TO NATIONAL ECONOMY 


Mr. Santancevo. I agree heartily with the statement of Mr. Scott 
that the rural electrification and the telephone programs are two out- 
standing programs. Coming from the city I recognize the benefits to 
the farm areas. I can also see a very substantial benefit to the indus- 
trial areas, to the cities and industrial plants. 

I notice that over 95-percent of the farms have been electrified, 
and naturally with that development has come the use of appliances 
using that electricity. The farmers apparently had to buy some 
freezers, television sets and radios, refrigerators, and other equip- 
ment. ‘The effect of those purchases interests me greatly, and if you 
have some information on that subject I would like you to put in the 
record the extent of appliance purchases along the lines I have sug- 
gested to show that even though this is strictly a rural program that 
it is benefiting the industrial areas by reason of the fact that farmers 
purchase these appliances. If you have the information I would like 
you to furnish it in the record. 

Mr. Hamu. Mr. Santangelo, our general statement is that each 
dollar that is put into a line results in about $4 for equipment and 
necessary facilities of that kind to be put on the line. 

Mr. Santance.o. That is a general statement. I would like it 
fortified a little bit if you can. If you have any such studies I would 
appreciate it if you would incorporate it in the record. 

Mr. Hamu. We will furnish for the record the latest information 
we have in that field. A year ago we made considerable efforts for 
an expanded use of these particular facilities. 
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(The information requested follows :) 


Studies‘:made by REA at various times in past years have shown that the 
consumers served by the electric borrowers spend about $4 on new wiring, appli- 
ances, and equipment for each $1 the borrowers invest in electric distribution 
facilities. The borrowers reported to REA in June 1958 that during fiscal year 
1959 they will invest a total of $177 million in distribution plant. This invest- 
ment will probably result in consumers’ expenditures for new wiring, appliances, 
and equipment totaling four times the plant investment or about $700 million. 
In addition, there is a substantial maintenance and replacement market with 
respect to appliances and equipment purchased in previous years. 


NUMBER OF FARMS WITHOUT ELECTRICITY 


Mr. Sanrancevo. I have been advised there are about 2 million 
farms that do not have electricity. Is that a correct statement or, if 
it is not, will you give me the correct figure ? 

Mr. Hamu. There would be about 200,000 farms at the present time 
not receiving central station electricity. 

Mr. Sanranceto. And not 2 million as has been told to us? 

Mr. Hamiuu. I believe it would be 200,000 rather than the 2 million. 

Mr. SanTANGELO. I would appreciate your checking that and giving 
as accurate a figure as possible in view of the disparity of those two 
figures. 

(The information referred to follows:) 

REA estimated at June 30, 1958, there was 218,416 farms in the United States 
without central station electric service. In addition to these unserved farms, 


there are other unserved rural establishments, but no estimate is available on 
the number of these. 


COMPARISON OF RURAL AND URBAN TELEPHONE COVERAGE 


Mr. Santanceo. In respect to the telephone program, I notice 60 
percent of the farms have telephone service. Can you tell us how 
that percentage of rural telephone users compares with the percentage 
of users in the big cities or in the urban areas? 

Mr. Hamit, I will have to check that one, Mr. Congressman. We 
will attempt to get that information for you. 

Mr. Santancewo. In my opinion 60 percent of rural users is pretty 
high. It is almost the saturation point even in a city, where we can 
either go to a drugstore or use a phone of our neighbor. I do not 
think we have 60 percent. I know we do not in my district. _ 

Mr. Micuet. In my home community of Peoria, IIl., it is 98 percent. 

(The information referred to follows :) 

The Bell System advises that about 79 percent of all the households in the 
United States had telephone service as of January 1, 1959. Of these, about 92 
percent had dial service. 

This compares with about 60 percent of the farms having telephone service 
of which 70 percent had dial service. 

Mr. Sanranceo. That is all, Mr. Chairman. 

Mr. Wuirren. Mr. Andersen. 

Mr. Anpersen. I want to join in the complimentary remarks the 
chairman and Mr. Natcher and Mr. Santangelo have made and that 
Iam sure my colleagues on this side will make concerning the work 
of rural electrification all the way down the line. 

I would like to elaborate a little on Mr. Santangelo’s question. 
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OUTSTANDING LOANS 


We have a total of $3,772 million in outstanding loans; do we not? 

Mr. Hai. That is approximately correct. 

Mr. Anpersen. That includes electrification and telephone loans? 

Mr. Hamu. It is over $4 billion when you include the two. 

Mr. Anpersen. If you include the two it is over $4 billion? 

Mr. Hamm. Yes; that is loans committed. 

Mr. Anpersen. How much of that has been drawn upon? Place in 
the record the amount that has been drawn down so far as these funds 
are concerned. 

(The information requested follows :) 

Total electrification and telephone loans approved through Mar. 


i $4, 411, 608, 020 
Total loan funds advanced to borrowers through Mar. 7, 1959____ 3, 668, 053, 067 


WHEN INTEREST STARTS ON LOANS 


Mr. AnpversEN. Getting back to what the chairman said earlier, it 
is a fact, is it not, that the Government. pays no interest. whatsoever, 
nor do the REA’s, on money that is not drawn down to date? 

Mr. Hamiu. That is correct. 

Mr. Anprersen. The interest starts when that loan money is ac- 
tually used? 

Mr. Hamm. As far as the REA borrower is concerned, Congress- 
man, the interest rate starts when we advance the money to them. 

Mr. ANvERSEN. It does not start until you actually draw upon the 
Treasury for the money ? 

Mr. Hami. When we draw upon the Treasury for the money; yes. 

Mr. AnperseNn. Even though more has been committed ? 

Mr. Hamm. That is correct. 

Mr. AnpersEn. If that is the case why do we have to figure too 
closely as to the amount of new authorization? I would feel better 
if we were positive we had advanced enough authorization rather 
than squeeze you gentlemen so closely that perhaps the last 2 or 3 
months you will not have enough money to make commitments the 
REA’s or RTA’s might need. The only damage it would do if we 
put another $25 million or $50 million in here, it would make the 
budget look a little bigger; it would not necessarily cost the budget 
more. 

Mr. Wuirren. If you put it on a contingency basis it really does 
not reflect any expenditure unless the Bureau of the Budget releases 
it later. It would not make the budget look different. It would in- 
crease the ceiling on possible lending during the year and even there 
it would be subject to Bureau of the Budget action. 


EFFECT OF LOAN FUNDS ON BUDGET 


Mr. Anpersen. Keeping in mind that the contingency setup is a 
good setup, I agree with you on that, I want to get back to the overall 
authorization and commitment of this money. 

If we did put an additional $25 million or $50 million in here which 
you did not need in the final analysis, just what harm would it do! 
It would not cost anybody anything, would it? It might make the 
budget look a little different, but that is about all. 
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Mr. Scorr. I think that is right, it would affect the total figure in 
the budget some. We have gone over this and I think with the two 
contingency funds, $25 million for each of the loan programs, it prob- 
ably will be adequate. 

Mr. Anpersen. Mr. Scott, you stated that it might have an effect 
on the size of the budget itself. But is it not a fact that the Presi- 
dent’s budget is set up on an expenditure basis ? 

Mr. Scorr. I think that is right. 

Mr. AnpveRSEN. Then how could it affect it if it was not expended 
if we put an additional $25 million in here ? 

Mr. Scorr. Mr. Andersen, I wonder if our budget officer could an- 
swer that ? 

Mr. Anversen. I will ask Charlie Grant to put an answer to my 
question in the record. 

Mr. Grant. I will be glad to. 

(The information requested follows :) 

Any increase in the regular loan authorizations of the Rural Blectrification 
Administration would increase new obligational authority but would affect ex- 
penditures in 1960 very slightly, if at all. Any unused portion of the authoriza- 
tions would carry forward and be available for loans in the succeeding year. 
An inerease in the contingency authorization, however, would not increase new 
obligational authority until such time as the funds were borrowed from the 
Treasury to provide for loan commitments. 

Mr. ANDERSEN. Can you assure this subcommittee that you feel what 
you are asking for here, both for REA and RTA, will be ample for 
the job ahead ? 

Mr. Scorr. That is the feeling we had when we went over the esti- 
mates. As you know, you cannot foresee this too precisely, but it 
appears to be a good estimate of what will probably be required. 


LOAN FUNDS FOR MINNESOTA 


Mr. Anpersen. I ask that question because last year, in answer to 
a question I asked you in regard to another matter, you said in fiscal 
year 1959 there would be about $3.5 million needed in Minnesota in 
loans, but in 1960, according to the record, that figure had jumped up 
to an estimated $16 million needed for Minnesota alone. Today we 
are making less money available in new authorization and loan money 
in fiscal 1960 than we had available in 1959. What condition prevails 
in Minnesota that would make it different from the condition nation- 
wide in 1960? Either the answer to my question last year was wrong 
or Minnesota must be in a separate category in regard to needs. 

Mr. Hamin. We have met all the loan needs that have come before 
REA that have developed into actual loan commitments. Apparently, 
unless our activities increase, we will have more carryover than we 
anticipated last year. 

Mr. Anpersen. In the hearings of last year, at page 1873, I asked 
you this question : 

How much financing do you estimate Minnesota cooperatives will need in the 
next 5 years? What does your survey show? Where would they likely have 
to get private financing? 
and so on. 

Mr. Scott furnished some figures for the record, Mr. Chairman, and 
I would like to have the table at the bottom of page 1873 of last year’s 
hearings put in the record at this point. 
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Mr. Wurirren. We will be glad to put that table in the record at this 
oint. 
(The table referred to follows :) 


LOAN REQUIREMENTS OF MINNESOTA REA COOPERATIVES 


Minnesota electric borrowers indicated in the 1957 survey of their construc- 
tion plans and loan requirements that their loan applications during the period 
1959-63 will be: 


Fiscal year: Amount 
a RR Tee te ee ete a ee $2, 057, 000 
Ne ST Tt oe en tala tec aden iol 1, 494, 000 
I lee 4, 623, 000 
I i aes eae 16, 678, 000 
i cea seat i aedeagus mind aga 3, 849, 000 


Experience with the survey has shown that, generally, borrowers have been 
conservative in estimating their needs. 


Mr. ANDERSEN. You stated— 


Minnesota electric borrowers indicated in the 1957 survey of their construc- 
tion plans and loan requirements that their loan applications during the period 
1959-63 will be: 1959, $3,849,000 ; 1960, $16,678,000. 

May I ask, did the $16 million figure perhaps include the needed 
money for the Elk River energy plant? 

You will see from this that Minnesota is going in an opposite direc- 
tion as far as needing money for 1960. Maybe your figures last year 
were wrong. 

Mr. Scorr. You are familiar with the questionnaire form that is 
sent out from which these figures were taken. These figures do repre- 
sent the reporting and at that time the judgment of the REA bor- 
rowers. Their plans, as you know, change from time to time. 

Mr. Anversen. Will you assure me that Minnesota can get, if neces- 
sary, that $16 million needed in 1960 that you stated last year might 
be needed if we follow your proposals under this budget ? 

Mr. Scorr. Well, in the estimates we have taken 

Mr. Anversen. Mr. Scott, will you put your answer to my question 
in the record, please 

Mr. Scorr. Yes, sir. 

(The information requested follows :) 





In December 1958, we contacted each borrower which had previously indi- 
cated to us an intention to submit a loan application in 1959 or 1960. We asked 
each of these borrowers to give us an up-to-date estimate of the amount to 
be requested in loan applications during each of the 2 years. As a result of 
this review, the Minnesota borrowers reported that their applications will total 
$6,712,000 in 1959 and $15,238,000 in 1960. The electric loan funds available 
in 1959 and those requested for 1960 are adequate to meet all loan needs indi- 
eated to us by the borrowers for each of the years. Should the Minnesota 
borrowers’ applications in 1960 total $16,678,000 as originally indicated to us, 
the regular authorization together with carryover of unused loan funds from 
1959 would probably be sufficient to meet the loan needs. Submission of loan 
applications in excess of amounts some borrowers planned to submit is usually 
offset by applications from other borrowers for less than had been indicated 
to REA. The contingency authorization of $25 million we have requested for 
1960 is adequate, in our judgment, for any unexpected increase in the amount 
of loan funds needed. 


Mr. AnpersEN. That is all. 
Mr. Wuitren. Mr. Horan. 








on 
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UNADVANCED COMMITMENTS 


Mr. Horan. What we are dealing with here is the overall picture 
as we project it into fiscal year 1960 for REA electrification and tele- 
phone loans. Included in that picture, over $600 million has been 
committed but not expended. Presuambly the future expansion of 
REA is subject to the expenditure of that $600 million-plus. 

In addition to that we have in this bill a total of $275 million of 
REA funds which you can add to the $600 million-plus, can you not, 
as we look in the future ? 

Mr. Scorr. That is correct. 

Mr. Horan. And that does not include the telephone either, does it? 

Mr. Scorr. No. 

Mr. Horan. Or the contingency. Actually, from the standpoint of 
future construction and benefits to the existing structure, we have 
almost $1 billion that has to be yet expended ? 

Mr. Scorr. I do not know how those figures add up but that is about 
right, I think. There is about $750 million of committed but unex- 
pended funds for both programs. 

Mr. Horan. In other words, it has not yet bought Mr. Santangelo’s 
transformers or deep-freezes and so forth. Actually what we are 
playing with here is around $1 billion in this picture. 

Mr. Scorr. That is correct. 

Mr. Horan. I understand this $600 million-plus has been com- 
mitted. Do interest rates start on this before it is expended ? 

Mr. Hamu. The interest rates to the borrowers do not start until 
they borrow the money from us. 

Mr. Horan. Then we have $1 billion we are looking at here on which 
no interest is being paid. I think that is a pretty big picture. 

Mr. Chairman, I would like to commend these gentlemen for what 
on the face looks like good stewardship of the taxpayers’ money. 


LOANS RESCISSIONS 


Would you care to comment on the rescission of $6 million during 
1958 ¢ 

Mr. Hamin. Those are loans we have made or partial loans that have 
not been used for the purposes for which they were loaned and have 
been returned to the Treasury. 

For example, we made a loan in Nebraska for a generating plant. 
When they got the plant on the line there was a saving of approxi- 
mately $1 million of what had been estimated as necessary to put that 
plant on the line. Therefore I would anticipate that we can be ex- 
pecting a part of that money to be rescinded. 

Mr. Horan. That is not included in this? 

_ Mr. Hamm. It is a combination of those things that have occurred 
Inthe past. Money has not been needed for the purpose for which it 
was loaned and therefore REA has rescinded that amount. In some 
cases the same entities may resubmit a loan for other purposes that 
may develop and take care of their needs. In other words, these 
rescissions are moneys that were loaned and the purpose for which they 
were loaned did not develop to the extent it required the investment of 
these loan funds. 
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Mr. Horan. What went wrong with the feasibility studies on which 
the original loans were advanced ¢ 

Mr. Hamm. We will give you an example. We made a loan in 
Georgia for $3,740,000 for a generation and transmission system. Fol- 
lowing the granting of that loan, the funds were available, and the 
borrowers involved worked out other arrangements and the construc- 
tion of this particular plant and transmission system did not develop, 
therefore the entire loan was rescinded. 

Mr. ANpERSEN. You say other arrangements. What do they do? 

Mr. Hamu. The Southeast Power Administration, a marketing 
agency of the Department of Interior, down in Georgia, in cooperation 
with other power suppliers down there, were able to work out satisfac- 
tory power arrangements with the borrowers. Therefore, they figured 
that they could purchase power from the Southeast Power Adminis- 
tration cheaper than they could generate it themselves with their own 
plant and transmit it with their own transmission system. Therefore, 
they entered into other arrangements and the entire loan was rescinded, 

Mr. Horan. That would be Operation Birch Rod. You keep that in 
the closet. It helps the bargaining power of your rural areas, there 
is no question about that. I just wanted to get something in the rec- 
ord. I think that this is important because it does indicate that the 
administration is watching these things; they are not spending money 
that does not have to be spent. It would indicate to me it is on the 
credit side of the administration of REA and the Rural Telephone 
Administration. If they care, I would like for them to add any com- 
ment that they wish on this whole matter of loan rescission that exists 
in 1958. I trust when we get the figures on 1959 we might be able to 
add some more to that. I think this indicates the loan program, as 
presentiy administered, is not loose; that vou are watching it, and 
that you are providing stewardship for these funds that we have 
advanced. 

I repeat for the future of REA, we are not talking about the amount 
in this budget, we are talking about almost $1 billion that are subject 
to go into the American economy during the fiscal year 1960, over 
$600 million of which is already committed, but has not yet been 
spent. 

Mr. Hamin. May I include this list of the rescissions ? 
Mr. Natcuer. Without objection, it is so ordered. 
(The list referred to follows :) 
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Rescissions of electric loans made pursuant to secs. 4 and 5 of REA Act, July 1, 
1957—June 30, 1958 
































| Sec. 4 Sec. 5 Total 
ech edbe tee EES is witches ad 

| | 

jNum-! Amount |Num-| Amount Num-| Amount 

| ber ber ber | 
eee j pe eee | 

Cnthed Biatetsg208 552s 5isocucsce.: | § |$5,498,005.83 | 14 | $516,638.92 | 19 | $6,014,644. 75 

iii: eek eon) ae eae 
MME = hoo vuelto carecess caer: = As eee oe Ses, 1 10, 000. 00 1 10, 000. 00 
California.........._- Sib aenecad Lae eaeeimeaas ae 1 50,000.00/ 1{ 50,000.00 
NCR ssc nnosscews sees eb eis ovdot | 1 | 8,740,000.00 }......]--.-..-...-...| 1 | 3,740,000. 00 
nn 6c ocnekewene™ eae age ee fs ance ade crac tong 1 20, 000. 00 1 20, 000. 00 
BMS bs donc dssicus <pophde-albuth-oscsauh 1h OOOO... hah sate 1} — 150,000. 00 
MIN occa Sc nah ghsipyn gees aoe enaa 1| 11, 999. 93 1 15, 000. 00 2| 26, 999. 93 
SD ol cwiinns anche dane 2 whe eae I dcidle wh onietee akan 1 21, 707. 99 a] 21, 707. 99 
Pn TMU I. osc ecentencccmons cae EL ae 2 170, 301. 42 2 170, 301. 42 
MD a5 iSiaaicc gusdesnb eee at koe cnnennew opens Oy and ee aaiora iste 1 19, 597. 20 1 | 19, 597. 20 
South Carolina... .- - ; xe nrnwwew bp eeieemeee \ cee bieoeaak 1 50, 000, 00 1 | 50, 000. 00 
SUR cekash cactecceeces bead 1 | 43, 005. 90 1 50, 000. 00 2) 93, 005. 90 
_ EARS Fe a eee sical a TD Be ON bewekccdsscnikesensusos 1! 1,553, 000. 00 
NNN A 54s. doenk deeeeics 5 cob atiace ees See yea aiesee 1 10, 000. 00 1} 10, 000. 00 
SESE TEE EN So 2 5,032.31 | 2 5, 032, 31 





REASONS FOR SECTION 4 AND 5 RESCISSIONS, JULY 1, 1957-JUNE 30, 1958 


Arizona, 13, Navajo, $95,000 ; not needed by borrower : Section 5. 

Arkansas, 27, Ouachita, $10,000; not needed by borrower: Section 5. 

California, 41, Anza, $50,000; Commission ruling: Section 5. 

Georgia, 102, Fulton, $3,740,000; power facilities for which loan was originally 
made have been supplied by local power utilities: Section 4. 

Iowa, 3, Plymouth, $20,000; not needed by borrower: Section 5. 

Kansas, 28, Norton, $150,000; excess of storm damage funds not required: 
Section 4. 

Michigan, 29, Ontonagon, $15,000; not needed by borrower: Section 5. 

Michigan, 42, Mason, $11,999.98; not required for original purpose: Section 4. 

Minnesota, 53, Waseca, $21,707.99; not needed by borrower: Section 5. 

North Dakota, 29, McKenzie, $20,301.42; not needed by borrower: Section 5. 

North Dakota, 8, Benson, $150,000; not needed by borrower: Section 5. 

Oregon, 37, Wheeler, $19,597.20; not needed by borrower: Section 5. 

South Carolina, 26, Darlington, $50,000; not needed by borrower: Section 5. 

South Dakota, 36E, Edmunds, $50,000; not needed by borrower : Section 5. 

South Dakota, 44, Pennington, $43,005.90; not required for original purpose: 
Section 4. 

Texas, 64, San Augustine, $1,553,000; not needed by borrower; service to 
large power user not negotiated: Section 4. 

Wisconsin, 16, Douglas, $10,000; not needed by borrower: Section 5. 

Alaska, 2, Matanuska, $1,818; not needed by borrower: Section 5. 

Alaska 6, Golden Valley, $3,214.31; not needed by borrower: Section 5. 


Mr. Hamin. These rescissions were made with the concurrence of 
the borrowers. 


Mr. Narcuer. As they should be. 
Mr. Hamin. Yes. 


PERCENTAGE OF FARMS ELECTRIFIED 


Mr. Micuen. Ninety-five precent of our farms, as I understand, 
have electric service ? 

Mr. Hamm. Approximately. Our figures show a fraction more 
than that. 
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Mr. Micuer. This compares to what percentage of farms having 
the service at the inception of REA ? 

Mr. Hamit. Approximately 11 percent. 

Mr. Micuet. And in the interim period between the time when it 
was only 11 percent and now 95 percent, what percentage of the in- 
crease would be attributable to REA co-ops and what percentage to 
private industry ? 


PERCENTAGE OF FARMS SERVED BY REA BORROWERS 


Mr. Hamu. About one-half of all the rural homes, ranches, and 
establishments are served by borrowers from REA and approximately 
half, or a fraction less, by other types of distributors. 


AREAS NOT COVERED 


Mr. Micuer. I would assume in the early stages the first loans 
that were approved were those which skimmed off the cream and as 
time went along possibly each new co-op became just a little harder 
to justify on the strength of cost. Is that a correct assumption ? 

Mr. Hamiz. The right assumption is this: In the early days even 
of REA’s activities the experience was not sufficient for even REA to 
justify complete coverage. However, years of experience have given 
REA the ground upon which they can make those loans for almost 
complete coverage, and our financial record that has been developed 
over the past 24 years indicates that these plans have been justified. 

Mr. Micuex. I am impressed, surely, with the good that has been 
accomplished by REA over the years. I have some concern, however, 
about the balance of the so-called 200,000 farm entities that have not 
vet been served and which I suspect we are talking about in the future. 
These obviously must be areas that are very sparsely populated; is 
that right? ! 

Mr. Hamu. Congressman, borrowers from REA are continuing to | 
reach out all the time as they have developed increased financial sta- 
bility, and throughout the country you will find a few places un- 
electrified even though the electricity may be available reasonably | 
close. Some people prefer not to have it, but that is not the normal 
pattern, that is the exception. 

As I indicated to the chairman a few minutes ago, we have at the 
present time a couple of applications from one of the Western States 
where the farms and ranches are quite widely scattered where I am 
quite certain in the next few months we will be able to develop with 
them satisfactory methods of providing service. We will continue 
to work with them all over the country to see that electrical service 1s 
available and as widely as it is financially possible and economically 
feasible to do it. 

Mr. Micuex. Would you say the rule of thumb, however, would be fl 
for an ever-increasing cost per farm actually serviced in the future! 
Obviously, there are going to be more and more miles of transmissiol 
lines required to serve the ever-thinning-out farm population. 

Mr. Hamit. May I speak to that off the record ? P 

Mr. Micuew. All right. 
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Mr. Hamin. Off the record. 

( Discussion off the record. ) 

Mr. Micuet. I simply want to say that I get somewhat concerned 
when I take a look into the future. We are moving more and more 
in the direction of benefiting much more the big landowners rather 
than the small farmer who we have been talking about trying to help 
so much. Here again is another one of those fringe benefits which 
agriculture is the recipient of, but about which we always seem to be 
afraid to talk about frankly with our farmers back home, 


NONFARM ELECTRIC CONSUMERS 


Mr. AnprrsEN. Do you mind if I disagree a little with your surmise 
as to what will happen in the future? ‘Instead, I would lean to Mr. 
Hamil’s description to what is happening in Minnesota. All along 
the presently existing REA lines, perhaps not accesible to some private 
utility, they are for some reason or another building, whether they be 
resorts, cabins, or perhaps a little spot of industry, and houses are 
springing up all along the line and they are not connected in anyway 
at all with farmers. So I would say from now on you will see the 
benefits of the REA showing a curve upward in the benfits to people 
outside of agriculture. Would you not agree with me, Mr. Hamil? I 
like to see that. I like to see the average ta: Xpayer in our country get- 
ting some of the benefits of what we are giving to the farmers in that 
great program. 

Mr. Scorr. I think that you are absolutely right. The record shows 
three out of four of these new consumers are nonfarm users. 

Mr. Anprrsen. Nonfarm people? 

Mr. Scorr. That is right. 

Mr. Anpersen. Not necessarily urban, but for some reason they are 
out in a little location where if it were not for REA they could not 
get service. I can show you a hundred spots like that in my extremely 
agricultural district. 

“Mr. Micne. Speaking as a city dweller, I say that I too would like 
to share the indirect benefits that derive from a 2-percent interest rate 
which reflects itself all down the line in costs to the consumer. 


REA CONTRIBUTION TO NATIONAL ECONOMY 


Mr. Anpersen. I, too, as a farmer, would like to share the benefits 
which our great REA construction program has given at the rate of 
$4 to $1 and in the $2.6 billion already expended in furnishing labor 
for your men in Peoria and elsewhere. I am glad to see them making 
these television sets that my farmers are able to buy because they have 
access to a dependable source of power. 

Mr. Micuen. I simply want to remind the gentleman from Minne- 
sota that we are not noted for the manufacture of television sets, as is 
the gentleman from New York, but we are noted for the best earth- 
moving equipment and distilled spirits back in Peoria, and I think that 
should be on the record. 

Mr. ANpERSEN. I recall we were told when our subeommittee was in 
Peoria a few weeks back that Caterpillar Tractor Co. in your home- 
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town has perhaps advanced the cause of conservation more than any 
other big eg manufacturer, and I think that you have a right 
to be proud of the fact that your city is the home base for those 
people. 


Mr. Micuen. We are extremely proud of this, Mr. Andersen. 
LATITUDE IN USE OF RESERVE AUTHORIZATION 


Now, I would like to make one last observation. 

There was some discussion relative to the $25 million contingency 
fund and whether or not you people would like to have additional funds 
for this purpose. I would simply say when my wife’s checking account 
is plush she does not use quite the care and prudence when making 
expenditures as wher that checking account is not quite as plush as 
she would like to have it. I am wondering, parenthetically, if we 


should give you $50 million instead of $25 million, with all due respect : 

to your good judgment, and the many years of experience you have had 

in this field, would you be just a little bit more lenient or liberal in the 

granting of a particular loan, or would you hew to the straight line and 

the same criteria for making a decision one way or the other? ; 
Mr. Hamat. Mr. Congressman, we will make the loans that come un- 

der the act and scrutinize every one of them. I think that our record ( 


will show that even though we have had to carry over money, we 
have not rushed out to make loans prior to a closing date commitment. 
I also want to say for the record that any business agency with which 
I am familiar, or government agency, in the final days of any year z 
there are always a few “push” acts. We are no exception to that. 
However, we have not tried to make a record in making loans. We 
have prided ourselves on the fact that we want to meet every loan 
need that comes under the act and stop our activities at that particu- 
lar point. I am quite certain in our electrification program we have 
better methods of determining loan applications that will result in 
loans being granted than we have at the present time in the telephone 
program, and our anticipated loans in the electric program can prob- e 
ably be better caren than in the telephone program. If there is 
any error made we will be more apt to have that error in the calcula- 
tion of the size of the telephone program than we will in the electric a 
program. We are not able at this time, as I indicated in my previous rs 
testimony, to determine whether the applications coming into the tele- 
phone division indicate a trend, or a bulge. 
Mr. Natcuer. Thank you for that comment, Mr. Hamil. 
Mr. Anpersen. One further comment along that line. I might 
say that in view of Mr. Hamil’s statement which I believe expressed 
the fundamental line of thinking of the people who operate REA and by 
have for a good many years back—that is, to prevent any waste and see as 
to it that all loan money is utilized to its best ability—I openly asked 
today and suggested today the possibility they are not asking for quite 
enough money in loan authorizations. I have confidence in them they 
will not waste a dollar. 
Mr. Narcuer. Mr. Scott, we want to thank you and Mr. Hamil 
and the members of your staff for a fine preséntation. Co 
Mr. Scorr. Thank you. It is always a pleasure to come before you me 
and the members of your committee. Thank you very much. tio 
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Turspay, Marcu 10, 1959. 


COMMODITY STABILIZATION SERVICE 
WITNESSES 


MARVIN L. McLAIN, ASSISTANT SECRETARY OF AGRICULTURE 

WALTER C. BERGER, ADMINISTRATOR, COMMODITY STABILIZA- 
TION SERVICE 

CLARENCE D. PALMBY, ASSOCIATE ADMINISTRATOR, COMMODITY 
STABILIZATION SERVICE 

JOHN H. DEAN, DEPUTY GENERAL SALES MANAGER, COMMODITY 
STABILIZATION SERVICE 

FOREST W. BEALL, DEPUTY ADMINISTRATOR, PRICE SUPPORT, 
COMMODITY STABILIZATION SERVICE 

H. LAURENCE MANWARING, DEPUTY ADMINISTRATOR, PRODUC- 
TION ADJUSTMENT, COMMODITY STABILIZATION SERVICE 

FRANK R. McGREGOR, DEPUTY ADMINISTRATOR, OPERATIONS, 
COMMODITY STABILIZATION SERVICE 

ROBERT P. BEACH, ASSISTANT DEPUTY ADMINISTRATOR, OPERA- 
TIONS, COMMODITY STABILIZATION SERVICE 

CHARLES L. GRANT, DIRECTOR OF FINANCE AND BUDGET OFFICER, 
DEPARTMENT OF AGRICULTURE 


Mr. Natcner. We have with us at this time the Commodity Stabili- 
zation Service. 
SumMaryY OF APPROPRIATIONS 


We will insert in the record at this point page 202 of the justifica- 
tions of volume 2. 
(The page referred to follows :) 


Summary of appropriations, 1959, ana estimates, 1960 ! 
sce oc ingen igi alc Sahai , 


Appropriation item | Appropri- | Budget esti- | Decrease (— 














| 

ated, 1959 | mates, 1960 | 
ition iinet tantric steatosis tetas ame Rieti eiliieeet lied lbiatbions 
Acreage allotments and marketing quotas...............---- | $39, 715.000 | $39, 135, 000 —$580, 000 
Sugar Act program........_.._. aS Sp Saidanieeeiaee said ...-| 76,000,000 | — 71, 500, 000 —4, 500, 000 
Total direct annual appropriations or estimates -.-.....-- 115, 715, 000 | 110, 635, 000 — 5, 080, 000 


! Excludes administrative expense authorization for Commodity Credit Corporation. 


Mr. Natrcuer. Do you have a general statement ? 

Mr. McLarn. I have a brief one, and that will be followed with one 
by the Administrator, if I may proceed. If you have questions to ask 
as I go through what I have here, I will be happy to be interrupted. 

Mr. Natcuer. You may proceed. 


GENERAL STATEMENT OF AssISTANT SECRETARY 


Mr. McLarty. Mr. Chairman and members of the committee, the 
Commodity Stabilization Service is one of the agencies of the Depart- 
ment reporting to the Assistant Secretary for Agricultural Stabiliza- 
tion. This Service is primarily concerned with the CCC programs 

33913—59—pt. 828 
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and those relating to production adjustment, including acreage allot- 
ments and marketing quotas, the Sugar Act and the Soil Bank Act. 





NEW APPOINTMENTS 





Before proceeding to discuss the estimates, I should like to mention 
a few changes that have taken place in the top leadership of the Com- 
modity Stabilization Service since we were last before this committee, 
Mr. Clarence L. Miller, the former Associate Administrator of the 
Commodity Stabilization Service, was appointed Assistant Secretary 
of Agriculture for Marketing and Foreign Agriculture on December 
17, 1958. On this date also two other appointments were made. Mr. 
Clarence D. Palmby, our former Deputy Administrator for Price Sup- 
port was appointed Associate Administrator, succeeding Mr. Miller, 
and Mr. Forest W. Beall was appointed Deputy Administrator for 
Price Support, succeeding Mr. Palmby. 

Mr. Palmby was born on a farm in ‘Minnesota, is a graduate in agri- 
cultural economics from the University of Minnesota, ‘and has o oper: ated 
a general farm near Garden City, Minn., with cattle feeding and hog 
production the major enterprises. He was appointed chairman of the 
Minnesota ASC Committee in March 1953, and served in that position 
until he came to Washington in April 1956, as Associate Director of the 
CSS Grain Division. He later served as Director of this Division, 
before his appointment as Deputy Administrator for Price Support, 
the position he left to become Associate Administrator. In addition to 
farming, Mr. Palmby has had extensive experience in cooperative farm 
organization, and civic affairs. He served as president of his local 
county farm bureau and as a director of the Minnesota State Farm 
Bureau Federation, as well as the board of directors of an agricultural 
cooperative. He has also been an executive officer of his local school 
board and a member of the county Farmers Home Administration 
committee. He has received national awards for agricultural leader- 
ship. 

Mr. Narcuer. As you well know, two of the outstanding members 
of this subcommittee are from the State of Minnesota, our friend 
and colleague, Mr. Fred Marshall and our friend and colleague, Mr. 
H. Carl Andersen, At this time I yield to my friend and colleague, 
Mr. Andersen. 

Mr. Anpersen. I thank you. I simply want to state we in Min- 
nesota were proud of the recognition given to Mr. Palmby in this 
regard and we feel that he merited it. I know that Clarence did a 
wonderful job when he was chairman of our ASC committee in 
Minnesota. I want to say for the record that I am very pleased that 
the CSS here saw fit to put Mr. Palmby in that position. 

Mr. McLain. We appreciate your saying that. I am sure that Mr. 
Palmby does, and he has the position because of his competence, not 
because he is from Minnesota. It is nice, though, that he is from 
Minnesota, 

Mr. Beall, who succeeded Mr. Palmby as De puty Administrator for 
Price Support, was raised on a farm near Nash, Okla., and graduated 
from Oklahoma A. & M. College. 

I would like to pause here for a minute—and I know Mr, Horan 
will appreciate this—and say that we have been criticized because we 
did not have a leading wheat pro lucer « on our staff. That was not 
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true. We have had many wheat producers in our organization, but 
now we have one at pretty near the top of the staff. ‘T think as you 
begin to know Mr. Beall better—as. we have known him for several 
years—you will agree he is a very competent person. 

Mr. Narcuer. Mr. Beall, since we do not have anyone on the com- 
mittee from Oklahoma to say something nice about you I just want 
you to know that we welcome you before our committee and we are 
delighted that you are in the Department of Agriculture. I believe 
that department by department in our Federal Government the De- 
partment of Agriculture has as many well-qualified people and dedi- 
cated people as any department in the Federal Government. I have 
said that many times since I have been a Member of Congress. In 
the Department of Agriculture we have outstanding people and you 
in turn should fit in this position without any difficulty, and we are 
glad to have you before the committee. 

Mr. Horan. May I comment? Since wheat is one of my real prob- 
lems, I know that you come well qualified because you probably have 
more headaches per square inch in Oklahoma than we ever have in 
the Pacific Northwest. You are surely welcome. 

Mr. McLain. We appreciate this. 

He is a leading wheat producer, with substantial acreage on the 
farm he operates in the community where he was born—the northern 

art of the State near the Kansas border. He was appointed a mem- 
e of the Oklahoma State ASC Committee in September 1953, and 
served as chairman from February 1954 until June 1956, when he was 
named CSS Southwest Area Director. He served for 8 years as a spe- 
cialist with the Oklahoma Agricultural Extension Service, and has 
also been an editor for the Oklahoma Farmer-Stockman and an asso- 
ciate editor of the Record-Stockman, of Denver. Mr. Beall is a mem- 
ber of the National Livestock Association and the Oklahoma Sheep 
Breeders Association. He served in the Navy during World War II, 
and has been a member of his local school board and a member of 
the board of directors of a cooperative elevator. 





DEATH OF FRANCIS C, DANIELS 


I am sorry to report that Mr. Francis C. Daniels, our general sales 
manager, died suddenly on March 2. This is a great loss and we will 
certi ainly miss him. 

Mr. Horan. As a member of this subcommittee, who observed Mr. 
Daniels’ operation of the sales manager’s job while he was in it, I 
want to say that he compiled what, in my opinion, was a considerable 

record, and I think that the record ought to indicate that he served 
well and faithfully in his position. We are very sorry that the Grim 
Reaper called him. 

Mr. McLarty. We appreciate that. I am sure that Mrs. Daniels 
will deeply appreciate it. 

Mr. Anpersen. I might say we are all shocked to hear about Mr. 
Daniels’ passing. We on this subcommittee, for the comparatively 
short time we knew him and dealt with him, were impressed with 
his ability. 

Mr. Narcuer. I certainly want to join my colleagues, Mr. Horan 
and Mr. Andersen, in expressing regret at the loss “of Mr. Daniels. 
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He was an excellent, efficient employee of the Department of Agricul- 
ture and a gentleman at all times. 
Mr. McLarn. Thank you very much. 


CCC INVESTMENT INCREASING 


Mr. Chairman, you may recall that when I appeared before this 
committee last year in connection with the estimates of this Service, 
I was rather encouraged. I pointed out that through aggressive sales 
and other disposal operations, and emergency steps to hold land out 
of production, we had managed to reduce substantially CCC’s hold- 
ings in loans and inventories. The downward trend did keep up for 
a few months afterward and the total CCC investment was around $7 
billion last June and July. I am sorry to report now that the head- 
way made in the past 214 years is being wiped out in the short space 
of 6 months. As of December 31, 1958, CCC’s holdings were $8.7 
billion and we expect more than $600 million worth of loans in the 
next few months. This will take us over our previous peak of invest- 
ment in price support of February 1956 when it was $8.9 billion. 

Mr. Anversen. At this point, Mr. Chairman, I have seen consider- 
able discussion in the press recently as to that figure, but unfortunately 
very few articles have placed the discussion in what I consider a true 
light. Even in the other body I was shocked to hear a speech by a 
gentleman there who should know better in which he virtually as- 
sumed this is an expense to the people of America. At no time did 
he say that after all this is a commitment in the form of money loaned 
to farmers on commodities and the big bulk of this money will even- 
tually come back to the Treasury of the United States. I just thought 
that I would like to put in at this point my opinion relative to articles 
of that nature. I think if they comment on it at all they ought to put 
it ina fair light to the people of the United States. 

Mr. McLatn. I agree with that, Mr. Andersen. Certainly, in state- 
ments that I make half the story is not enough any time. You have to 
tell the whole story. 

Due in great part to exceptionally favorable weather, 1958 crop 
production reached a new record—11 percent higher than the previous 
record. This huge production, which is primarily responsible for the 
increase in CCC’s holdings, was achieved with the smallest planted 
acreage in 40 years. Unfortunately, the prospects for arresting the 
increase in CCC’s holdings are not good for next year either. Even 
though yields for 1959 crops may not equal this year’s crops, more 
acreage is expected to be planted and another large production of 
crops should result. By June 30, 1960, therefore, it is estimated that 
CCC’s investment in price support will total $10.4 billion—$1.5 
billion higher than our previous peak of $8.9 billion in February 
1956. I am furnishing a chart reflecting the increase in the invest- 
ment in price support since 1951 by major commodity groups. 

(The chart referred to follows :) 
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Investment in price-support operations, fiscal years 1951 through 1960 
[Millions of dollars] 


me ation Total Feed grains Wheat Cotton Tobacco All other 
une 





1 Estimated, 
Nore.—Feed grains include corn, barley, grain sorghums, oats, rye. 


SURPLUS PROBLEM UNDER ATTACK 


Within available authorities, facilities and funds, we will proceed 
this year and next year to meet the problems of surpluses to the full 
extent of our capacity. This year’s record production of food and feed 
grains is obviously going to require a tremendous handling, moving 
and storing job. We expect this year’s production to move under cover 
without having to purchase additional Government bins. This is due 
in a large measure to working with the trade and keeping them advised 
as to our prospective takeovers and areas of short storage space. As 
a result, commercial storage capacity was expanded by 600 million 
bushels from 1954 to 1957. Conservative estimates show as much as 
300 million bushels of capacity being added this year to the com- 
mercial total, Also to alleviate pressures on commercial storage, and 
further minimize the need for Government purchase of bins, we have 
encouraged farmers to add to their on-farm storage capacity. All 
this insures the continued handling and storing of grain in the most 
efficient and practical manner—in ‘private hands and not in Goverr- 
ment bins. 

We will continue this year and next to bend every effort to sell com- 
modities. Through December 31, 1958, we moved out of CCC inven- 
tories commodities valued at $1,151 million. Of this amount, $652 
million worth, or 57 percent were sold for dollars. We expect to 
move another $1,271 million — by June 30, 1959, making $2.4 
billion in total for this fiscal year. For the fiscal year 1960 we expect 
to move commodities worth $3.1 billion—28 percent more than the 
current year. 

Mr. Wurrren. I have looked at this table and graph. As you 
know, I make the point that what has broken down in the price sup- 

ort system is the control of production acreage. In the laws passed 
in the early thirties incident to the high level price supports a vote 
was required by the farmers imposing upon themselves controls. The 
controls provided for in the law was a limitation on acreage. That 
was a rather effective means of control because that was in the horse 
and mule days, the days of single shovels and turning plows. If you 
limited a man’s acreage, due to the type of farming he did at that 
time, there was not a whole lot that he could do to increase his pro- 
duction. But even then with the acreage limitations there was an 
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incentive for him to get everything he could out of his acres, which 
led him to more and more fertilizer. It led him to make more and 
more demands upon the State experiment stations, with hybrid seed 
and improved fertilizers, and upon machinery companies to make 
better and better machinery. So acreage controls, even when working, 
were an incentive toward increased production. 

Then, in 1953 and 1954 the department by its own decision with- 
held these commodities that they were authorized to sell competitively 
in world markets from the world markets. That in turn added great- 
ly to the buildup of the investment in the CCC. 

Of course, you will never sell unless your price is competitive, and 
if you do not sell of necessity there is a great buildup. 

In about 1954 you began to get authority to reduce the price sup- 
port. ‘Then, with a control mechanism that failed with the passage 
of time, and with the farmer trying to make a living, where his in- 
come is price times volume less cost, and his costs admittedly from the 
record were increasing, it is my judgment, and the record will sup- 
port me, as you reduced his price the farmer had an incentive to 
increase production so that he could increase his volume to offset 
his loss in price. 

I think the record will support me in that statement. On the table 
that you have introduced with your statement I would like to have 
identified the years when you were not offering these commodities in 
world trade at a truly competitive price. Also, I would like to have 
the years shown when you did. 

Mr. McLarty. I will be glad to. 

Mr. Wuirren. I would like to know the price support level by 
commodities for each of those years. That will give us a chance to 
match these figures to determine, each man for himself, as to where 
the cause may lie. So if you do that, we would be glad to have it 
done at this point. 

Mr. McLaty. You do not want the acreage, too? 

Mr. Warren. I do not want to limit you. I think you are en- 
titled to put the acreage in there. 

I have tried to point out that in my judgment the acreage control 
mechanism had changed due to the change in farming. But I want 
all phases, so I think that the acreage could well be listed there, too. 
It does give a complete story. 

Mr. McLarn. We will be glad to add that. 

(The materials referred to follow :) 
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Years in which commodities in inventory were not offered in world trade on a com- 
petitive price basis indicated by X; years in which were offered indicated by dash 


Commodity 


Price support program: 
Basic commodities: 


Wheat flour 

Mandatory nonbasic commodities: 
ees Seat ets Geer teen kbnaeek cag nets 
Milk and butterfat: 


NE natccrnecwunnabiccmaacaneeknaham acaee 
Wool 
Other nonbasic commodities: 


Beans, dry edible 
Cottonseed and products: 
Cottonseed oil: 


Cotton linters 
Eggs 
Flaxseed . 
Linseed oil. 
Naval stores: 
Rosin. 





Turpentine 
Oats 
Olive oil 
Peas, dry edible 
Rye 


Hay and pasture 


Winter cover crop 
Sorghums, grain 


i No inventory. 
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1950 to date 


Support prices, by commoditées and crop years. 
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Harvested acreage of field crops under CCC price support, crop years 1950-59 


{In thousands of acres] 















Esti- 
1950 1951 1952 1953 1954 1955 1956 1957 1958 | mated, 
1959 
Basic commodities: 
J ae 81, 818 | 80,729 | 80,940 | 80,459 | 80,186 | 79,530 | 75,634 | 72,616 | 73,470 76, 000 
COSON . cn ccusince 17, 843 | 26,949 | 25,921 | 24,341 | 19, 251 | 16,928 | 15,615 | 13,558 | 11, 858 17, 565 
ROTI ciisticineisint 2, 262 1, 982 1, 443 1, 515 1, 387 1, 669 1, 385 1, 481 1, 537 1,470 
Rice, rough...... 1, 637 1, 996 1, 997 2, 159 2, 550 1, 826 1, 569 1, 340 1, 421 1, 600 
TODRCOO cscnccess 1, 599 1, 780 1,772 1, 633 1, 668 1, 495 1, 365 1, 122 1, 081 1, 202 
ee 61, 607 | 61,873 | 71,130 | 67,840 | 54,356 | 47,285 | 49,784 | 43,806 | 53,577 55, 000 
Other nonbasic 
commodities: 
DOOY . 5 .cubacens 11, 155 9, 424 8, 236 8,680 | 13,370 | 14, 564 | 12,940 | 14,988 | 14,876 14, 000 
Beans, dry edible.} 1,511 1, 403 1, 253 1, 379 1, 533 1, 502 1, 423 1, 379 1, 600 1, 425 
Flaxseed......... 4,090 | 3,904 3, 304 4, 570 5, 663 4, 981 5, 548 4,899 | 3,853 4, 200 
OS 350 -| 39,306 | 35, 233 | 37,012 | 37,536 | 40,551 | 39, 243 | 33, 706 | 34,647 | 31,826 34, 000 
OS soul 83008 1, 722 1, 393 1, 430 1, 795 2, 049 1, 623 1, 672 1, 784 1, 800 
Sorghums, grain..|} 10,346 | 8, 544 5, 326 6, 295 | 11,702 | 12,866 | 9,342 | 19,503 | 16, 761 15, 200 
Soybeans. ....... 13, 807 | 13,615 | 14,435 | 14,829 | 17,047 | 18,620 | 20,642 | 20,826 | 23, 752 23, 500 





Nonbasic commodities: Value of price support loans and purchases by Commodity 
Credit Corporation and acquisitions under sec. 32 and sec. 6, by commodity, by 


fiscal years 1951 through 1958 


[In thousands of dollars] 





Commodity Credit Corporation 























VO owen mw eee ee ene ewww wenn eee een ewe n | meee enn en ewe we ee nee see wnwnnne 





Sec. 32 Sec. 6 
Commodity and fiscal year Loans ur- ur- 
a a Pur- chases chases 
chases 
Made Repaid Net 
EE WE oi vadss5ous an cak dupennaccate@asn eacectvs smmamaxesamtamwostoninkeees O08 1. ccaeeccae 
Apples: 
CLE NE ans sink icaeian Ware csie Aasiee mun ay cae oubemael om eaiemmind cos matareaae tnaee oan Oe focakedncss 
eR I a ses wives aie Wins areas ahs 6S eck apne noe AG capone deiaerdetd mbanrea canbe enact | Oe Eeomntewcace 
it He cceekceguacesawssuie nia cabd savuha meena keane mad etiwewdea mca concen | 
Apricots, canned: 
A ae icine Dea rte woe aa ee td i ee a la ae ee 1, 485 
1956... [iis chee waneveisanTacmb eines owas se lbbauks eo wdlktenGEe eee iaadeteuh lt awed ee 1, 462 
Boros, Grieg: 1004..408.,..-.0......-...6 sn ae WEE lowtitentenne 
Barley: 
32, 981 31, 055 1, 926 We teccckinscabaadkhadane 
17, 604 14, 957 2, 647 Mi ioe on dasnnsls ahenicas 
9, 580 8, 249 1, 331 ia aeiseaan tated anion 
49, 303 12, 497 36, 806 Si SE Te nncaniicnbitbadwiemassia 
104, 798 21, 819 82, 979 Ge Becatadnenctn danisuun 
68, 258 13, 294 54. 964 eT ive. sannankcasmnine se 
9E 62, 105 14, 415 47, 690 OL locsuwenncel ss keneinan 
Piethisiusssteees Se eee 106, 173 13, 962 92, 211 SAGES Ie cccancreslscddeecove 
Beans, canned: 
eee lca at Ele a ee 655 
TEI i Ie cnansacaia no cits seseeh oat seen ech nae diaean al aioe aaa ak ssa aceawsa em etant  ceuaa ane cae 492 
Oe a a a ee a ee a ree ee 816 
MDT shee erates chads dake athcicae oe neck ek eA ine ee ee ee 1, 844 
ad a a a 1,055 
Beans, dry edible: 
1951 8, 708 5, 305 3, 403 1,813 22 805 
1952__ 946 ad , 672 


Va cwen ewww ewww nc cceeaecececcccessesecioseccceces 
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Nonbasic commodities: Value of price support loans and purchases by Commodity 
Credit Corporation and acquisitions under sec. 32 and sec. 6, by commodity, by 
fiscal years 1951 through 1958—Continued 





Commodity Credit Corporation | 


| See. 32 
Commodity and fiscal year Loans 


pur- 
il __| Pur- | chases 


Repaid 


cos a a 
Cherries: 


a ee ; 
Citrus (juice and canned): 
9 


CER 2 aia apes: 
Cottonseed meal: 


BO ents 
Cottonseed ofl, crude: 


1956 a 
Cottonseed oil, refined: 

1981 

1952 

1983__.__- 

1954 

1955 


See footnotes at end of table, .1 
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Nonbasic commodities: Value of price support loans and purchases by Commodity 
Credit Corporation and acquisitions under sec. 32 and sec. 6, by commodity, by 


fiscal years 1951 through 1958—Continued 


Commodity Credit Corporation 


Sec. 32 Sec. 6 
Commodity and fiscal year r- ur- 


ases chases 


Cranberries: 


101, 567 











1952 
1953 

















See footnotes at end of table, p. 1706, 
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Nonbasic commodities: Value of price support loans and purchases by Commodity 
Credit Corporation and acquisitions under sec. 32 and sec. 6, by commodity, by 
fiscal years 1951 through 1958—Continued 





Commodity Credit Corporation 

















Sec. 32 Sec. 6 
Commodity and fiscal year Loans pur- pur- 
at : ‘ is Pur- chases chases 
| chases 
Made | Repaid Net 
———— —— -———_—_—_—_——- - [- pos $< | —————|—____ 
| 
Milk, fluid: 
Oe I a nc 4, 301 
Oe a ee 7, 295 | 
1957 16, 356 
1958 30, 373 
Naval stores, rosin: 
Rt apna an amchininenrenniareseutnEynes | 7 Rileanssnkeeel sanaeeencs 
a ok | 5.003 aE i apace 
a cad 10, 266 1, 284 Be Ee ee 
a eae 3. 804 | 2, 313 ROE Enownacade 
RE EE ee ee 2, 287 2, 324 | IE en 
I ie dill lini ieceteaitinmmiamnminnht 55 4 151 | FEROS. 
I cia Ie Raa arte cima panesiaaeosipmsaipeeets 2,172 | 860 RM. ineaicemmee 
Naval stores, turpentine: 
ea ad ae | 57% 148 ee aUctnaetdeleswanewuites 6g ee 
ee ee | 1, 086 519 BOT 4s ete ee tee ieee 
ON ARE ciel es eee cawanks 731 479 252 
376 | WS looseness 
243 119 124 
| 9, 641 11, 305 11, 664 OI Bests cain deol eae 
| 9. 084 | 8, 312 772 | 7 
16, 338 | 6, 148 10, 190 1, 892 
37, 183 | 9, 581 27, 602 SET Aacamanuns« tose 
46,896 | 12,854 34, 042 6.065 
32, 992 11, 133 | 21, 859 | 3, 137 
23, 249 16, 497 6, 752 625 
28, 462 7, 215 21, 247 2, 825 sa 





Olive oil: 


es 











i naiudiameins 


Rta Oa naoneaaewaemminebaaias 


a i a an Lao isieniamepiion 
Peas, dry edible: 

1951 
Pecans: 

1952 

1954 
Plums: 

















eerie oe 450 
ieee ete tant 578 
peebaairme amine des 1, 961 
cRekhiceetnnneneuees 680 
 aiagnae Tae tena ech tcaabioseee 455 
re Me ba AR a 853 
Steed alae eal alate ee 1, 274 
897 














on 








rodity 
ty, by 


Sec. 6 
pur- 
chases 
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Nonbasic commodities: Value of price support loans and purchases by Commodity 
Credit Corporation and acquisitions under sec. 32 and sec. 6, by commodity, by 
fiscal years 1951 through 1958—Continued 





Commodity and fiscal year 


Potatoes, Irish: 
NE ttikd deat aaa 
79052.... 
1954 
1955- 


Rca 
Potatoes, sweet: 
1951. 


on6-. * . 
Prunes (dried and fresh): 
1951 


SIN cpntoie wintenna nie 
Seeds, hay, and pasture: 
1951... 

PR anstusis 

1953__. 

1954 

1955 5 : 
Seeds, winter cover crop: 

1951... ; 


1952 uy 


1953... 


1955 


aa Aa rN a are 
Tangerines (fruit and juice): ore, Gm ae 
a ta ae aS 
Os a ae eee ee Es = 
Tomatoes (canned): 
1951 


1958 


1952 





Made 





83, 402 
55, 044 
126, 104 
146, 321 


Commodity Credit Corporation 


Loans 


Repaid 


156 
131 
10 


31, 895 
25, 341 
21, 333 
76, 621 
49, 209 
56, 372 
63, 247 
64, 640 








See footnotes at end of table, p. 1706. 




















Sec. 32 Sec. 6 
pur- pur- 
Saas Pur- | chases chases 
chases | 
Net | 
1 455 GF occ cnanatul, ceaiedss 
Genser cctueicbeesas 
: sie 1,77 ‘ 
- Ee Beira 
Sot hs Seat ces 
canal’ Sa oes 
, a re 
2 SO dintpitionws 
| 10 245. -:e 
win puekcactiinsliatiadiaivinlebers BOOP Bschattiteens 
 isiebeameiancealed eta tehialatabaidie 2, 958 1, 398 
dh niin Soil dadeap wand aad ST Venuageank de 
sealcapechnpente ih lpia sisal i, Se 
cabinet inentane | e 9 a 
cae ta COE leacdesncsn 
po dG taka es cake <p ae 
© cdctaparieurcaeked aaa eo cckies Se Seccnecales 
arin ts ca gee al eal eas ‘ ete stn 
ieieknnwend aren PE ikknaicnewe 
1104 WN ts: Nee cic secs 
1 54 ee a ch cin snares 
104 in eR 2 
5, 876 en er 
8, 060 I ae na 
11, 243 Kk |) Oe: ee 
2, 906 Ie oe 
6, 974 _ 2 Seer Sees 
3, 107 ae a . 
9, 220 Di cis cccthtlinm dhe do 
25, 768 , | FR ee ae a 
1108 SCONE ia wabbedthen aia 
eee TM chins chil ker cmammies 
10, 340 EE Cc koaniw aise seecmaes 
876 BR toaiccsbuteus sas eaten 
3, 921 MEN iran cidaiaaanein . 
1, 864 175 = 
WP Mesh cea & Neceiien nad eeinwuikes 
1761 ad ann tices al i Neate 
EE Eikacntoatcbcsmudumaduatesnancade 
9, 550 a 
1 393 OUR. Na colinatacntenwie Read trains 
34, 193 I a 
11,328 WE ia chee rethackcacicenen 
62, 857 PE fk ceamcamaton Saisie anion 
81, 681 i WE ok aneanins tee 
sk watileesani wr tiincics Seanbensh BO eens 
Rioawens pies ects We ein 
Sl cl ed I 2, 008 
lt ee ee 1, 634 
a a a I a 1, 696 
nhc gandnatcaidvudenntaeadeakens 1, 731 
ih is calidad ati oka = alpen ltt 1, 946 
Je ahetaedeoaand eka tina diene 1, 738 
aakaauleahd a dai ap lal blanca diea vail 2, 207 
pcuhgenenes See ea 1, 693 
shag bla ie cieaienas eaten iretaiaaiaedio 1, 100 
sir cis hig nantes eit cigs es Toaisteeeate 1, 256 
bs debic nitrates tatssies sciatic Pameatadienalare we 585 
sdilscphstetl icin tscedeendial doieanitaideesialaaae 635 
ais Lhd aadinaaeetesudtelte 698 
| 
Sih indie ea Rite incense tinge a oteihetenin ame 192 
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Nonbasic commodities: Value of price support loans and purchases by Commodity f 
Credit Corporation and acquisitions under sec. 32 and sec. 6, by commodity, by 
fiscal years 1951 through 1958—Continued 

l ; | ; 
Commodity Credit Corporation 
| LY Sec. 32 Sec. 6 
Commodity and fiscal year Loans ur- pur- 
o abe inumeal’ wee chases chases 
| chases 
Made | Repaid | Net 
Sao ees i Se || |__| __—_— 
Tung oil: | 
1951__..- ~ : - sees ; ss W661. .::.-. cA soe 
| 1, 882 100 Roe focccs cake aos an cecctaseel 
7, 855 465 7, 390 911 |_. - 
| 1,092 499 | 593 70 
24 657 1 661 ne 
- ‘ | 4, 428 159 WSSU T sccsceecicwan on cate E 
a : te 3,100} 1,264 [a1 cc. 

Turkeys: | 
1951__. 2,412 3908 1. 2ceee 
1953... a 25: Cae |. cend. 2 
1957__- 10, 132 ee 

Walnuts: | | 

1953__. an . beens | ane 

1955__- Bee Pe A rc 67. ee 

78,473 | 13,798 | 64,675 7,006 {.......5..1 eee 
29, 982 8, 981 21,001 7, 218 f fi 
22, 073 7,490 PGES tena caxees nse b 

sntranmalie | 
j ! 

165,099 | 130,938 | 34,161 | 205,360 | 36, 769 12,620 f 

113, 510 77, 288 36, 222 43, 421 51, 141 14, 352 

214, 536 65, 418 149, 118 543, 171 68, 470 13, 736 
355, 025 132, 123 222, 902 659, 599 194, 585 13, 419 ] 

468,645 | 105,330 | 363,315 | 334,238 28, 388 11, 377 

308,231 | 118,998 | 189,233 | 314,972 | 201,412 13, 447 
329, 502 112, 419 217, 083 344, 909 123, 110 13, 186 ] 
621, 190 109, 467 511, 723 386, 974 126, 320 14, 810 3 
f 
? Net receipts due to repayments of prior year loans. | 
2 Adjustment applicable to prior activity. t 
t 
I 
I 





On 


= oa ee 


aS 


—= «_ <= Cp 





odity 
y, by 


ec. 6 
pur- 
hases 





12, 620 
14, 352 
13, 736 
13, 419 
11, 377 
13, 447 
13, 186 
14, 810 
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Support levels and prices for 1958 and. 1959 crops and estimated support price for 


1959 crops based on indexes used in computing parity prices. prior to January 




















1959 
| 1958 crops 1959 crops | 
| x Lain ib tage » : Mepeet em! AY 
Price 
} 
| | Range established 
Crops Based on | by law (percent) 
| Level Price | Level parity 
| (percent) (percent) An- indexes | 
nounced used 
| before 
January 
1959 
Basic commodities: | 
Corn.. bushels __| 77 o.6°"1* “@ $1.12 $1.12 0) 
Cotton: 

Upland-...- pounds 81 , |) ee Pe sal ‘ 

Choice A. ee or oun ; 80 . 304 .3147 | 80 minimum. 
Choice B__- Decalnquecspaeeboss : 65 . 247 . 2557 | Choice A minus 
| 15. 

Extra long staple. ..do-_--_-| 65 .54 65 . 5291 . 5291 | 60 minimum, 
Peanuts. ..- ae ee 80.8 | 213.20 75 | 193.50 201. 00 75 to 90. 
Rice.___...--hundredweight -- 2) Sry 75 4.38 4. 52 75 to 90. 
TOGONO soo i nnnntng pounds. 90 (2) | (?) ee a 90. 

WM ca cucuknees bushels__ 75 1.82 | 75 1.81 31.81 75 to 90. 
1 | 


! Beginning with the 1959 crop the price of corn is supported at 90 percent of the average price received by 
farmers during the 3 calendar years preceding the calendar year in which the marketing year for such crop 
begins but not less than 65 percent of parity. 

? Various not announced. 


+ Advance announced minimum price for wheat was released May 1, 1958, based on estimated modernized 
parity as of July 1, 1959, 


Mandatory nonbasic commodities 


Manufacturing milk and butterfat are the only two commodities where sup- 
port prices would have changed if the indexes used to compute parity prior to 
January 1959 had been retained. Manufacturing milk would have gone up 
from $3.06 to $3.08 per hundredweight, and butterfat from 56.6 cents to 57 cents 
per pound. Both of these higher figures are based on 75 percent of parity— 
the minimum for dairy products. Other support levels (wool, mohair, oats, 
barley, rye, grain sorghums) would not have changed because they were deter- 
mined after considering standards in addition to parity price and supports an- 
hounced were above the minimums prescribed by law. 

Nonmandatory—N onbasics 

Support levels already announced for dry edible beans, cottonseed, flaxseed, 
and soybeans would not have been affected because they were determined after 
considering standards in addition to parity price. 


OVERALL DECREASE IN OPERATING EXPENSES AND EMPLOYMENT 


Mr. McLarn. As Mr. Berger will describe later, our administrative 
needs to store, manage, and sell additional commodities in 1960 will 
be slightly higher. We are estimating only a 5-percent increase in 
CCC administrative expenses for 1960 due to increased program vol- 
ume, whereas it is‘expected there will be a 33-percent increase in in- 
ventories during the year and a 28-percent increase in commodities 
moved out of inventories. 

In doing our utmost this year and next to prevent the accumulation 
of surpluses, full advantage is being taken of the conservation re- 
serve program. We expect to accept 13 million additional acres into 
the program this year and 5 million more acres next year. This will 
make a total of 28 million acres removed from production. The soil 
bank programs will be discussed in detail at a later hearing. The 5- 

33913—59—pt. 329 
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percent increase proposed in CCC administrative funds is the only 
program in the 1960 budget in which an increased level of employ- 
ment is requested. Overall, there is a slight decrease in man-years of 
employment and a $10.2 million decrease in operating expenses. 

With your permission, Mr. Chairman, Mr. Berger has a statement 
covering this budget more specifically. 

Mr. Wuirren. We will proceed, then, with Mr. Berger’s general 
statement. 








GENERAL STATEMENT OF ADMINISTRATOR 






Mr. Bercer. Mr. Chairman, gentlemen of the committee, I ap- 
reciate this opportunity to discuss the budget for the Commodity 
tabilization Service. 

The Commodity Stabilization Service is concerned primarily with 
price support and production adjustment programs. These include 
the acreage allotment and marketing quota programs, the conserva- 
tion reserve and acreage reserve programs, the Sugar Act, the Na- 
tional Wool Act, and various Commodity Credit Corporation pro- 
grams. In addition to price support, the ‘CCC programs include ac- 
tivities relating to storage facilities, commodity exports, the Interna- 
tional Wheat Agreement, sales for foreign currencies, and donations 
for emergency famine relief for friendly peoples under Public Law 
480. Through its agricultural stabilization and conservation State 
and county committees, the Service is also responsible at field levels 
for the operations of the agricultural conservation program and the 
emergency conservation measures program, and for assigned fune- 
tions under the Great Plains conservation program. Commodity 
Credit Corporation programs are carried out in the field by the CSS 
commodity offices and the ASC State and county committees. 




















1960 BUDGET ESTIMATE 





The budget which Commodity Stabilization Service is presenting, 
contains five e appropriation items relating to 1960 operations. Four 
of them are for continuing programs and one is for liquidating the 
acreage reserve program, The continuing appropriations are for 
financing the acreage allotment and marketing quota programs, the 
sugar program, the conservation reserve program, and the adminis- 
trative expenses of the CCC programs. The remaining two ap- 
propriation items are to repay CCC for operations conducted and 
financed by it during prior fiscal years as directed by the various 
statutes authorizing these programs. 

For the items affecting 1960 operations the budget estimates com- 
pared with funds available in 1959 are as follows: 























Available, Estimate, Increase or 
1959 1960 decrease 


Acreage allotments and caathoting wens JS Ath e-s. $39,715,000 | $39, 135, 000 —$580, 000 














Sugar Act____- ae Sage i ren naa ---| “76,000,000 | 71,500,000 | —4, 500, 000 I 

Conservation reserve___- hid cocieehiees ices _....-} 200,000,000 | 360,370,000 | 4-160, 370,000 

IR io ote Sela ws apoimnbandee Sees 1,050,000 | —608, 400, 000 

CCC administrative exponses..........--.------------.------- | 140,067,000 | 45, 300, 000 +5, 233, 000 d 
RR ie ee eae tr eo ae 5, 232,000 | 517,355,000 | —447, 877, 000 W 









ineaee Sone ie _siReey eowmees w ALD AR Bas SY ag PE DP UES Ne ee A re 
1 Includes supplemental estimate of $4,669,000 proposed in H. Doc. 58, dated Feb. 11, 1959. 
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Mr. Wuirren. That primarily is because of the end of the acreage 
reserve { 

Mr. Breraer. Yes, sir. 

Of the total of $517 million requested for 1960, $410 million or 
nearly 80 percent is for payments to producers under the sugar pro- 
gram and the conservation reserve program. The total of $517 million 
reflects a net decrease of $437.7 million in total payments to producers 
below the amount for the current fiscal year. Elimination of the 
acreage reserve program accounts for $590.4 million of this decrease 
and the request for payments to sugar producers is $4.6 million less. 
These decreases are offset by a requested increase of $157.3 million in 
the amount for payments to producers in 1960 under the conservation 
reserve program. 

The budget estimates provide $107.1 million in 1960 for operating 
expenses, including those of the ASC county offices. This is $10.2 
million less than the amount available in the fiscal year 1959. How- 
ever, in terms of workload and employment, operating expenses in 
1960 are $17.4 million less than such expenses in 1959. This is pri- 
marily because of two types of increases in operating expenses which 
are not predicated upon workload. One is for an increase of $3.9 
million for a 10-percent increase in the salaries of the ASC county 
office employees. The other is that the estimates provide. for. an in- 
crease of $3.2 million for reestablishing a 7-percent contingency re- 
serve for CCC operations which will not be used if current estimates 
of the volume of price support operations hold. 

Although the 1960 budget contemplates decreases both in payments 
to producers and in operating expenses, the problems confronting 
CSS are becoming more serious than ever. Considerable changes in 
the pattern of agricultural production and marketing can be expected 


“asa result of terminating the acreage reserve program, eliminating 


acreage allotments.om corn, increasing acreage allotments for cotton 
to the extent that producers so choose, increased acreage entering the 
conservation reserve program, lower support levels for many crops and 
revised policies for cotton sales and purchases of products of oilseeds 
and edible oils and fats for foreign donations. The potential produc- 
tion from increased acreage available for 1959 crops will compound an 
already apparent problem of surpluses arriving from the record pro- 
duction of the 1958 crop. 

The CCC investment in price support loans and inventories is fre- 
quently used as a barometer to measure the intensity of agricultural 
surplus problems. From a peak in February 1956 of $8.9 billion the 
investment decreased to $7 billion in the 28-month period ending 
June 30,1958. The outlook now is for it to increase to $9.1 billion by 
June 30, 1959, and to $10.4 billion by June 30, 1960. 


DIFFERENCE BETWEEN SUPPLY ON HAND AND SURPLUS 


Mr. Wurrren. Mr. Berger, I would like to interrupt at this point. 
I trust it will not bother anyone since you have a prepared statement. 
What disturbs me is that you do not seem in your statements to 
differentiate between supply on hand and so-called surplus. I notice 
where the President was down in Mexico, some statement was issuéd 
jointly by the President of Mexico and the President of the United 
States that they would cooperate in connection with sales of cotton. 
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A Washington newspaper followed that with a statement, or’ the 
correspondent to the newpaper, that this might prevent the disposal 
of American cotton. 

I haye always drawn a distinction, and I think it should be drawn, 
between that which we normally export as part of our normal histori- 

cal markets, and that which might be in excess of that. 

Unfortunately, in the press—and I think in a whole lot of state- 
ments by the Department with regard to many commodities—any- 
thing above that required for domestic use is identified as surplus, 
whereas as a matter of fact, our normal share of world markets cer- 

tainly is not surplus to our normal production. 

I mention that here because I just trust that you do not consider 
that which it takes to fill the supply lines, plus an adequate reserve 
for our persent dangerous world situation, plus what it takes to main- 
tain our historical share of world market, surplus, do you ? 

Mr. Bercer. Well, it is above what you need for domestic uses and 
that is the thing you are criticizing. You want the figure including 
that of the potential exports. 

Mr. Wuirrten. If you have normal customers and a third of your 
production has gone into world markets, under normal conditions, 
certainly, there is enough to supply your domestic needs, to supply 
your normal customers and a reasonable supply line to be filled, plus 
whatever reserve the Department might think we need from the world 
standpoint. Then over and above that, it would be declared surplus. 
But you folks try, insofar as I see it, to group it all together as 
though it were all surplus. 

Mr. Bercer. I think if you would look at this chart, in which we 
have 2 years estimated, those two figures for 1959 and for 1960 are 
the residuals after what we think we are going to be able to sell in 
the world market. That quantity is taken out before the chart 
is made up. 

Mr. Wuirren. That depends on whether you are going to follow 
the Secretary or follow us on the committee. 

Mr. Brercer. I am still working for them, Mr. Chairman. 

Mr. Wuirren. I know you are. But when you take it out, what 
is the pricing situation ? 

Mr. McLarn. I think you have a point. If we get what we think 
are our normal exports and what you think are our normal exports 
for cotton, this figure will still exist. 

Mr, Wuirren. I am not trying to say you will not have surplus. 
But I am trying to say that which is required for safety sake, a 
reserve supply, plus normal markets, should not be identified as part 
of your surplus. If you want to say CCC holdings, pending the time 
you get rid of it, that is something else. Your total supply on hand 
might give a completely inaccurate picture when you do this, if 
you did not separate it. 

Mr. Bercer. Here on this chart, we show total stocks. The black 
is what the industry owns and the gray part of the chart is what 
the Government owns. 

Mr. Wiirren. I am the last one to say that the farm Jaws have 
been perfect. I think I could probably point out more flaws im 
them than most anybody. I would point out different ones from 

some of the things you point out. 
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Again, one of the things that results from the laws we have is that 
with price supports there is no incentive for mills and granaries and 
flour mills and others to keep a big supply on hand as long as the 
Government has such supply. So “while you show it there in the 
hands of the Government, it does not necessarily mean that it is 
surplus by reason of that. The basic law on price supports and 
commodity credit would, if properly used, tend to channel into and 
out of the CCC. So what you have in the hands of the Govern- 
ment includes a great part of the normal stocks that commercial in- 
terests would normally have kept, which now they let the Govern- 
ment keep. 

I say again, just to stop there, that you give a completely erroneous 
impression. When you say the Government has it, you would have 
to explain that. You would have to take what the industry has 
and add to it what else it would take of the domestic market, plus 
what else it would take for your historical share of the world — 
Then the remainder would be Government-owned surplus. I do 
not think your table takes that into consideration. 

Mr. Bercer. Yes, it does. 

Mr. Wuirren. We will get to that. 

Mr. Bercer. This is what we will have invested, and it is our guess 
after we have sold everything that we can, through title I, borrowing, 
credit, giveaways, and ev erything else. This i is what we feel would be 
left in our CCC hands as an investment in inventories. That is after 
that is all done. ‘ 

Mr. Wuirren. That, again, means part of that is normal stocks that 
might be carried by those in business, except that they can look to your 
granary. 

Mr. Bercrr. May I clarify one thing for you, Mr. Chairman: Now 
that we have changed over to the subsidy-i in-kind programs on prac- 
tically ever ything, 1 including cotton, for the commodities that we have 
in the program, the industry is required and does carry a larger per- 
centage of total stocks than they did before. They have to do that. 

Mr. Wuirren. I ¢: in see that that change would come about. 

Mr. Bercrr. That is right. It is beginning to show up in our 
national figures as it gets to working a little bit longer. 

Mr. Wurrren. You may proceed with your statement. I thought 
this was a good point to raise that question. 

Mr. Bercer. The operating problems ahead obviously are going to 
be difficult. It will be a period of transition. Additional acreage will 
be available to producers and certain support prices will be lower. Re- 
vised details of program operations must be worked out and carried to 
producers. A gigantic commodity financing, handling, moving, and 
storing job is going to be required. 

Mr. Wnirren. Let me interrupt again. 

I do not think it is any great secret that I differ with the Secretary’s 
views as to what causes present difficulties in agriculture and as to what 
the cure is. T have just never fully understood what his cure is. This 
isa serious problem. I do not know of any perfect answer myself. I 
know of lots of things that I believe would greatly improve it. What 
isthe Secretary’s solution? Are you in position to say, Mr. McLain, or 
would you rather wait until we have him before us? 
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Mr. McLarn. Whichever you prefer. I think it might be better if 


you would wait. 

Mr. Wuirren. I will ask you what is the departmental attitude as 
to what the cure is? 

Mr. McLain. At the present time we are, with many commodities, 
in serious trouble. There is a difference of opinion, as you well 
know, between your views and the views of the Secretary as to what 
has caused that trouble. 

Mr. Wuirten. It isa little bit wide, would you not say ? 

Mr. McLarn. I like to be conservative in what I say, Mr. Whitten. 

I think the truth will never be known until we can have a demonstra- 
tion of both ways of operation. 

I agree wholeheartedly with your statement that we made a dismal 
failure, I would put it, of trying to control production by the route 
that we have followed, with one or two minor exceptions. 

Mr. Wurrren. I would like to interrupt, if I might, sir. I think 
that that is true. I do not mean to have the record show, and I know 
you do not mean to, that it was bad when it started. There was a 
great deal of difference back in the early forties, due to horses and 
mules. I think time has shown that that method of controls has 
gradually become ineffective. I think it has been progressive. I will 
agree as of now, but I do not mean to let the record say it has been that 
way all the time. 

Mr. McLarn. It has been a gradual thing, and the technological 
revolution we have had has caused it. I think the question is: What 
do we do about it?’ Many approaches have been suggested. We think 
that one that ought to be tried—with some of these commodities—is 
a different approach, which is in reality getting back to wheat and 
corn. Up to this time it really never has been tried; namely, what 
will farmers do over a period of time, not the first year, if the sup- 
port rates are cut back somewhere where we were when we started out 
with them. I remember as well as you do, Congressman Whitten. 
where we started with them. I was convinced then and am today, 
if the support levels, again, not the first year, but after a little time, 
were allowed to act as the initial founders of this act thought they 
should act, that we might see some different results. Of course, that 
has not been tried up to this time. All we have done up to this time 
is primarily talk about it. 

Mr. Waurrren. Our records show in these 2 days’ hearings, Mr. 
McLain, that you have in 6 years reduced price supports on an average 
of 20 percent. That is from your own figures in the record. You 
have not just talked about it. You have acted. 

Mr. McLain. What I am saying is the Secretary, as you know, and 
IT am sure would admit, has never gotten what he asked for. I am 
sure you would say that he shouldn’t get it, but all I am saying is that 
I think sometime we will come to a time when this approach will be 
tried. 

Mr. Wurrren. At that point, I agree with you that he never got all 
he wanted. I will say that he has gotten sufficient authority that he 
could reduce price supports an average of 20 percent. I would like 
to have here just what it is he wants. I am sure he has testified in 
other places. But we want to know what it is he wants, unlimited 
discretion as to where to set these loan rates. If he had that unlimited 
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discretion, can you give us any statement as to where he now would 
set them ? 

Mr. McLain. I think we have just demonstrated where we would 
set them with some of the commodities. We got the change in corn 
legislation, which didn’t, as you know, go to the extent that he wanted 
it, but it was a compromise in the desired direction. In order to get 
anything, he accepted it. Immediately after he got it, he set the feed 
grain support rates in line with the discretion granted to him. What 
I think ought to be done: A demonstration ought to be tried in the 
next 2 years, so that he can see what effect this will have. It has 
never been tried yet. We go back to the wheat problem that we have. 
He asked for discretion to set the support rates from 60 to 90 percent. 

I want the record to be eminently clear on this point. 

Mr. Wurrren. I thought he would not give up this early. 

Mr. McLarty. Any man who serves 8 full years as Secretary of Ag- 
riculture certainly would not consider serving again. I think his 
record will be pretty good. 

Mr. Wnirtrten. I would like for you to spell out just what it is that 
the Secretary wishes. Iam apt to differ. 

Mr. McLarn. I think it would be better for you 

Mr. Wutrren. We will ask the Secretary personally. 

Mr. McLarn. Again I say if the Secretary could get what he asked 
for before the House and the Senate Agriculture Committees 

Mr. Wuirren. Could we have a condensation of what he asked? 

Mr. McLain. We would be glad to put it in the record. 

Mr. Warrren. I wish you would. Try to condense it if you will. 

Mr. McLain. All right. 

(The information requested follows :) 

The Department’s recommendations are set forth in a memorandum for the 
President from the Secretary of Agriculture, dated January 19, 1959. This 
memorandum is incorporated in the message from the President to Congress on an 


agricultural program dated January 29, 1959 (H. Doc. No. 59, 86th Cong.). 
The memorandum is as follows: 








DEPARTMENT OF AGRICULTURE, 
OFFICE OF THE SECRETARY, 
Washington, January 19, 1959. 
Memorandum for the President. 


Herewith is supplied information regarding needed farm legislation. Com- 
ments and recommendations are made concerning certain commodities and 
general agricultural programs. In the case of wheat and some other crops, 
alternative proposals are offered. 


1. Relating price supports to a percentage of market prices during the immediate- 
ly preceding years 

This proposal would permit the gradual shift to more realistic levels of price 
support. At the same time, it would permit rather wide latitude for the estab- 
lishment of support prices for individual commodities. These prices could be 
determined in accordance with the general guidelines now provided by law for 
all commodities for which price support is discretionary. 

The alternative program provides for giving the Secretary the same discretion 
in fixing the level of price supports as he has for most crops, if the parity for- 
Mula as a basis for price supports is retained by the Congress. This recom- 
mendation has been made previously. It needs no other elaboration than to 
Say that the commodities now supported on a mandatory basis would, under 
this proposal, be treated in the same manner as other commodities now are. 
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2. Wheat 

The accelerated buildup of stocks of wheat is now estimated to reach 15 
billion bushels as of July 1, 1960, with an investment of the Federal Govern- 
ment totaling $3.5 billion. 

Two alternatives should be considered by the Congress : 


A. Relaxation of controls 


The preferable approach would be to give wheatgrowers a program that 
would permit them freedom to produce and compete for markets. 

Congress can put such a program into effect by changing the law along 
the following lines: 

(a) Base price supports for wheat on a percentage of average market 
prices of the immediately preceding years or, if the existing standard js 
retained, give the Secretary the same discretion as he has for most other 
commodities. 

(b>) Eliminate all acreage allotments and marketing quotas for wheat 
as soon as price supports are adjusted to feed-use relationships. 

(c) Adjust the conservation reserve program to aid temporarily in the 
transition. 

Certain advantageous consequences would result from this approach. Better 
land use would come about, with high hazard land going into pasture and hay. 
Other conservation measures would be adopted by farmers. Farmers could 
more effectively manage their farms and crop rotations. There would be an 
adjustment of acreage between such competing crops as corn, grain sorghums, 
and soybeans. 


B. The control route 


If the control concept is to be retained in the wheat program, it is essen- 
tial that the loopholes be closed and effective actions be taken to bring 
production down until stocks are reduced to desirable levels. The legisla- 
tive changes needed would include such as the following: 

(a) Base price supports on a percentage of average market prices of the 
immediately preceding years, or, if the present standard is retained, give the 
Secretary the same discretion as he has for most other commodities. 

(b) Eliminate the provision allowing any farmer to produce and market 
up to 15 acres of wheat. This loophole alone will account for some 600 
million bushels or 40 percent of the estimated accumulated carryover as of 
July 1, 1960. 

(c) Permit all wheat growers to vote in the marketing quota referen- 
dum—not just the larger producers. 

(d) Base compliance with acreage allotments on a planted rather than 
a harvested basis. 

(e) Increase the penalty rate for overplanting to a point that will stop 
this practice. 

(f) Base the penalty for overplanting on the actual overproduction 
rather than the normal vield per acre. 

(9) Eliminate the 55-million-acre minimum to allow adjusting the acre 
age to the amount of wheat that can be sold for odllars under the support 
price that prevails. 

(h) Consider allotments on a bushelage instead of an acreage basis. 

The control aspect of this approach is drastic regimentation which Congress 
has not been willing to impose. While this approach might have merit for 
an emergency adjustment period, it would not be in the best long-time interest 
of wheatgrowers and agriculture generally. 


3. Tobacco 


Farmers who grow tobacco have been losing markets at home and abroad. 
As prices of U.S. tobacco increase, foreign buyers change their blends and 
turn to other sources of supply. They may never be induced to return to our 
markets. The present old laws result in price supports at continually rising 
levels. Acreages at home have been severely cut to low levels while acreage 
and production expand abroad. 

Legislation should be enacted to relate the support price to the market average 
or, if the parity formula as a basis for price supports is continued in use, to 
provide wide discretion in the level of supports. 

In addition, modifications of the control program may be in order. Tobacco- 
growers have widely discussed the desirability of modifying the present acre- 
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age control system. Their ideas of providing either a poundage quota or a 
poundage-acreage control have merit. 


4, Peanuts 


The consumption of peanuts is responsive to price changes. When price 
supports go up, the use is cut; when prices are made more competitive, the 
market expands, 

It is clear that the law should be changed so that farmers growing peanuts 
can compete more effectively for markets. 

If price supports were related to the average of market prices during the im- 
mediately preceding years, as recommended, acreages could be expanded until 
they were eventually free of control. If the present standard is continued 
in use, provision should be made for wider discretion in the level of supports. 

A supplementary approach would be to authorize a marketing agreement and 
order program. This would make it possible for the various segments of the 
industry to cooperate in handling their marketing problems without financial 
reliance on Government. 

Both approaches could be provided in the law, leaving it to growers to adopt 
a marketing agreement and order program should they at any time consider 
it desirable. 


, 


5. Extension of title I, Public Law 480 


Under Public Law 480 we have provided other nations with substantial quan- 
tities of our agricultural products. Some is donated to meet special emergencies, 
but most is sold for local currency. This currency is used to help develop local 
economies and to develop markets abroad for U.S. products. All this is done with 
care to avoid disturbing the normal pattern of commercial trade. 

Public Law 480 has been of major assistance in expanding our exports to higher 
levels. It should be extended, with additional authorization for sales for foreign 
currencies to permit continued constructive use of U.S. farm products abroad. 


6. Conserwation reserve 


This authority to take land out of production for a period of years is another 
special program to help reduce burdensome surpluses. It also helps promote 
sound conservation practices, especially on marginal land, and conserves pro- 
ductive capacity for future years when more crops will be needed. 

There shold be a 3-year extension of the authority for the conservation reserve. 
7. Research 

Agriculture in all of its aspects has become increasingly dependent upon science 
and technology. This Nation is preeminent in the scope and quality of its 
agricultural research. It must stay preeminent. The continuous flow of prod- 
ucts from our farms, ranches, and forests, the wise use and management of our 
lands, the economical provision of water to meet ever enlarging needs, the widest 
contribution of land products to the Nation’s economy—all these things require 
a strong and well-balanced program of continuous research. 

Our research effort in agriculture, forestry, and land management must em- 
phasize the marketing and utilization, including industrial utilization, which 
our farms, ranches, and forests produce in such abundance. 

The Department of Agriculture, together with our land-grant colleges and uni- 
versities, is fully capable of managing effiicently whatever increased public 
expenditures can be provided for these activities. 


8. Other recommendations 


A. Provision should be made for participation by States in programs to 
meet problems caused by drought and other natural disasters. 

B. Permissive legislation should be enacted to further strengthen REA by 
enabling borrowers from REA to meet their financial needs for the future 
while relieving the Federal budget of unnecessary demands. 

C. Permissive legislation is needed to enable the Farmers Home Adminis- 
tration to utilize repayments of principal as a financial resource through a 
revolving fund operation. 

D. The Sugar Act, which will terminate in 1960, should be dealt with in 
this session to permit orderly advance planning by growers and the industry. 

Rarly action by the Congress along the above lines would be in the interest 
of our farm people and of every American. 
Ezra TAFT BENSON. 
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Mr. Wurrren. You may proceed. 
Mr. Bercer. Our budget request is as conservative as we could make 
it considering the enormity of the job and the problems ahead. 


REIMBURSEMENT TO COMMODITY CREDIT CORPORATION FOR SPECIAL 
ACTIVITIES 





The appropriation to reimburse the Commodity Credit Corporation | 


for special activities contemplates combining into one item, separate 
fund requests for CCC reimbursements heretofore presented by the 
Commodity Stabilization Service, the Agricultural Marketing Service 
and the Agricultural Research Service. It also incorporates in the 
annual budget estimates provision for continuing the precedent set 
last year of accelerating the recovery of CCC costs for these programs, 
The effect of this proposal reduces from two years to one year the time 
the amounts represented by such reimbursements remain as a charge 


against CCC borrowing power. It also saves one year’s interest costs | 


accruing against these programs. 


The appropriation to restore the capital impairment of CCC is | 


unchanged with respect to the timing. The period covered by the 
restoration is through June 30, 1958. 


REVIEW OF CSS OPERATIONS 


Before discussing the individual appropriation requests, I would 
like to bring up-to-date for the committee some general information 
concerning CSS operations. 


EMPLOYMENT TO DECLINE 


The Commodity Stabilization Service will succeed this year in 
meeting the Administration’s effort to reduce employment by 2 per- 
cent by June 30, 1959. Our budget plans last September indicated 
we would heve 8,313 employees on the rolls as of June 30, 1959. Our 
target now is to have only 8,047 on the rolls next June 30—a 3 percent 
reduction. As of January 31, 1959 we were within this limit having 
only 7,966 employees on the rolls. However, some of the Commodity 
offices handling grain will have to increase their employment this 
spring to handle a record takeover of commodities from the 1958 
loan program, and by June 30 a seasonal increase in employment of 
performance checkers in the State offices will be underway. We will 
continue our policy of restricting the filling of vacancies in all other 
areas of employment in order to handle these seasonal increases in 
workload and still meet our goal of a three percent reduction in em- 
ployment. 

EMPLOYMENT DECLINE IN SOIL 


BANK PROGRAM 





While the discontinuance of the acreage reserve program is partial- 
ly responsible for reduced employment. we are carrying tremendous 
workload with what might be called a hidden cut in funds. It comes 
about this way. When the soil bank programs were initiated late in 
the fiscal year 1956, we integrated many of its operations with existing 
program operations. This resulted in economies for the soil bank 
programs as well as for existing programs and we did not have 
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to recruit as many employees for the new programs as would other- 
wise have been required. Let me illustrate. During the fiscal year 
1956, average employment in the ASC State offices was 1,904 of 
which 43 were engaged in the soil bank programs just then getting 
under way. During the fiscal year 1958, average employment in the 
State offices increased to 2,162, of which 517 were engaged in the soil 
bank programs. The significance of these figures is this. By integrat- 
ing operations under the old programs with new programs, we in- 
creased average employment devoted to soil bank programs by 474 
but increased Sreratl average employment only 258. This represented 
a savings of 216 man-years of igh ae in soil bank costs in 1958. 
On the other hand, with the elimination of the acreage reserve 
program we are faced with reducing employment by a larger num- 
Gor than were recruited. And in addition, the possibilities for 
economies in the continuing programs which we were able to achieve 
in the past through integrating our operations are diminished. 


INCREASED EFFICIENCY IN COMMODITY OFFICES 


Another factor which enables us to hold down employment is the 
increased efficiency in the commodity offices. As you know, these 
offices have been operating for some years now under a work measure- 
ment system in which their efficiency can be measured and used in pre- 
paring budget estimates. These offices have been performing more and 
more efficiently each year. In the last completed fiscal year they per- 
formed 8 percent more work per man-year than the year before. In 
terms of manpower this represented a savings of 224 man-years, or 
more than $1 million. This savings remained unobligated on the CCC 
administrative expense limitation at the end of the fiscal year. The 
commodity offices meet increased performance rates each year and this 
substantially minimizes recruiting. 

For CSS as a whole, the 1960 budget estimates reflect a slight de- 
crease below the current year in average employment. For the Wash- 
ington divisions and offices and the ASC State offices employment is 
expected to be lower in 1960, both in terms of average employment and 
yearend employment. Employment in the commodity offices during 
1960 must be expanded. As indicated earlier, CCC’s investment in 
price support this coming June 30 is expected to reach $9.1 billion and 
climb still further to $10.4 billion by June 30, 1960. There is just no 
way of handling the tremendous flow of paperwork necessary to ad- 
minister and protect the Government’s increased investment in these 
surpluses without some additional manpower in the commodity offices. 

The 1960 budget shows a drop in employment in the ASC county 
offices. A total of 31,059 man-years of employment, including commit- 
teemen, was used by these offices during the fiscal year 1958. The 1960 
budget estimates provide for 24,647 man-years of county office employ- 
ment, a decrease of 6,412 man-years or a 20-percent reduction. 


ORGANIZATION CHANGE 


One organizational change has taken place since we were before you 
last year. We indicated last year that we expected to dispose of our 
wool inventories and close the commodity office in Boston. We in- 
cluded no funds for this office in our 1959 estimates. This office, which 
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was opened April 1, 1953, and had a peak of 70 employees at one time, 
was closed May 29, 1958. Through close control of employment based 
on measured workload, it was possible to curtail the affairs of this 
office with minimum loss in the high rate of efficiency which charac- 
terized its operations throughout the 5 years it existed. 


PROGRESS IN CONVERSION TO ELECTRONIC DATA PROCESSING EQUIPMENT 


During the past year we have continued to make progress in con- 
verting some of our major business- type operations in the commodity 
offices to electronic data processing equipment. Based on the experi- 
ence of the Kansas City office in using this equipment for the 1957 
grain price support program in the five-State area served by that 
office, we have utilized the equipment for the 1958 grain loan program 
throughout the Nation. The Evanston office now processes loans and 
purchase agreements for the 19-State area which it serves, and the 
Kansas City _ serves at the data processing center for the 
remainder of the Nation through the Portland, Dallas, and Minne- 
apolis offices. In converting to this system we have eliminated the 
fees formerly paid to lending agencies for servicing CCC loans and 
many time-consuming detailed record-keeping functions in the ASC 
county oflices thereby providing them with more time to work directly 
with producers. We also have more current data upon which to base 
decisions with respect to take-over, storage and other matters. 

In the New Orleans office, which handles the entire nationwide 
cotton program, an electronic data processing system was installed 
in December 1957. The 1957 cotton loan program was handled 
through the system. The use of electronic data processing equip- 
ment, made it possible for the office to prepare registers of cotton 
to be acquired, prepare schedules for reconcentrations and catalog 
cotton inventories for sales activity with unprecedented speed. The 
experience gained in handling the ‘1957 program with electronic data 
processing equipment has paid special dividends in preparing for 
1958 loan activ ity. It has enabled the office to dispose of difficulties 
early and to handle an unusually heavy volume of 1958 loan cotton on 
a current basis while at the same time handling a considerable sales 
program. 

COUNTY OFFICE PAY INCREASE PROPOSED 


Effeetive July 1, 1959, we propose to increase the salaries of the 
ASC county office atv approximately 10 percent so that they 
will be in about the same position relative to the salaries of F ederal 
employees as they were prior to the last Federal increase. Under the 
approved pay adjustment program the increases in ASC county office 
employees’ salaries of the past. 2 years did not bring them up to such 
level. The general pay raise for Federal employees approved June 
20, 1958, further increased the disparity between the salaries of the 
two groups. Federal rates are now from 9 to 27 percent higher than 
those of county employees doing comparable work. 

Funds totaling $8,179,000 are included in the estimates for about a 
10 percent increase for each county office grade. Of the total of 
$8,179,000 required for this purpose, it is proposed that $2,790,000 
will be provided by increases in appropriations, $2,686,000 by in- 
creases in operating expense limitations, and $2,703,000 by reimburse- 
ments from the Commodity Credit Corporation and other funds, 
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ACREAGE ALLOTMENTS AND MARKETING QUOTAS ” 


The 1960 estimate of $39,135,000 for acreage allotments and market- 
ing quotas is $580,000 less than the amount currently available for the 
fiscal year 1959. No funds are included in either this year’s appropri- 
ation or the 1960 estimates for the increased workload which will re- 
sult from the new cotton legislation. An accurate forecast of the need 
for additional funds will not be possible until the latter part of March, 
when first indications will become available regarding the number of 
producers electing plan A and those producers electing plan B. The 
decrease of $580,000 consists of an increase of $2,735,000 to cover this 
appropriation’s share of the 10 percent raise in the salaries of ASC 
county committee employees and a decrease of $3,315,000 which elimi- 
nates all funds for corn acreage allotment work except $100,000 for 
liquidation purposes. This is in line with the referendum of last No- 
vember in which farmers voted to discontinue acreage allotments on 
corn beginning with the 1959 crop. 

The estimate assumes that acreage allotments and marketing quotas 
will continue in effect on the 1959 and 1960 crops of tobacco, peanuts, 
wheat, cotton, and rice. 

When marketing quotas are in effect, compliance with acreage allot- 
ments is mandatory. Farmers cannot receive a marketing card until 
compliance has been checked. They cannot sell their crop (without 
penalty) until they receive a marketing card. This work must be done 
as quickly as possible when seasonal development of the crop and 
weather conditions permit, before the marketing years for the various 
commodities begin—July 1 for Flue-cured tobacco and wheat, August 
1 for cotton, peanuts, and rice and October 1 for the other kinds of 
quota tobaccos. 

During the fiscal year 1958, performance checking was completed 
on approximately 65 percent of the 1958-crop tobacco allotment farms, 
49 percent of peanut farms, 99 percent of wheat farms, 60 percent of 
cotton farms, and 56 percent oP rive farms. It is contemplated that 
checking of the 1959- and 1960-crop farms of these commodities will 
follow the same pattern as in the fiscal year 1958 except for cotton. 
With the appropriation for 1959 it is estimated that about 34 percent 
of the 1959-crop cotton farms will be measured in the fiscal year 1959. 
In the fiscal year 1960 it will be possible to measure only about 62 
percent of the 1959-crop cotton farms with the amount provided in the 
1960 estimate. Additional funds for 1959 and 1960 to cover addi- 
tional work under the new cotton legislation will permit the measur- 
ing of the 1959 crop and provide for measuring a substantial portion 
of the 1960 crop. This appropriation also includes $305,570 for con- 
tinuing activities of the Department assigned to CSS in the area 
of preparedness measures relating to food and the domestic distribu- 
tion of farm equipment and supplies. 


SUGAR ACT 


The sugar program continues to operate in a manner generally ac- 
ceptable to producers and processors insuring a fair division of re- 
turns between the two groups and yet providing ample supplies of 
sugar to consumers. Sugar prices, while subject to some localized 
changes, remained stable in relation to those for other commodities. 
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The stability of the domestic sugar price is obtained by a flexible 
management of U.S. sugar supplies under the provisions of the Sugar 
Act. Also, the quota and aan control features of the act have 
been sufficiently flexible to avoid the problems of sugar surpluses or 
acquisitions of sugar stocks by the Government. The estimate sub- 
mitted for the fiscal year 1960 is $71,500,000, which is $4,500,000 less 
than the appropriation for the fiscal year 1959. 


PAYMENTS TO PRODUCERS 


On the basis of estimated production from the 1959 crop of 5,840,000 
tons, payments of $74,673,865 will be earned on the 1959 crop during 
the 1960 fiscal year. In addition, there remains $8,959,821 to be paid 
on the 1958-59 Puerto Rican crop, making total requirements for 
payments for the 1960 fiscal year $83,633,686. Payments at statutory 
rates are mandatory, and the amounts required, of course, depend 
entirely upon production from any given crop. Since only $69,202,- 
574 is provided for payments to producers in this estimate, it will be 
necessary to defer until the fiscal year 1961, $14,431.112 of the 1959- 
60 Puerto Rican payments. This will not jeopardize the program 
because payments on the 1959-60 Puerto Rican sugar crop would not 
ordinarily start until the beginning of the succeeding fiscal year. 


OPERATING EXPENSES 


The estimate of $2,297,426 for operating expenses is less than 3 
percent of the total requested. It contains an increase of $61,000 
above the amount available in the current fiscal year to provide for a 
10 percent salary increase for county oflice employees engaged in this 
program. 

All expenses in administering the Sugar Act are offset by tax 
collections levied on sugar imported or manufactured in this country. 
From the inception of the sugar program in 1938 through 1958, tax 
collections have exceeded total expenses under the program by $388 
million. 

COMMODITY CREDIT CORPORATION 


The estimated administrative expense limitation requested for 1960 
is $45,300,000. This is an increase of $5,233,000 over our current esti- 
mate of 1959 needs. Of this increase, $3,171,000 is requested to re- 
establish the 7 percent reserve for contingencies as provided by. our 
current appropriation language. The balance of the increase 
$2,062,000 is earmarked for use in the field commodity offices to meet 
what now appears to be an unprecedented program volume. 

The buildup of agricultural surpluses held by the Government is 
directly responsible for increased administrative needs. The more 
commodities the commodity offices have to handle, the more freight 
bills they have to pay, the more storage bills they pay, the more ware- 
houses they examine, the more loading orders they issue and settle, 
the more of countless other such daily business-type transactions they 
have to handle. Since administrative expense requirements fluctuate 
with the volume of commodities to go under loan, to be acquired or to 
be managed, it is not possible to be sure how much will be needed a 
year from now. However, for a given commodity volume, such as 1s 
contained in these estimates, it is possible to pinpoint administrative 
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needs with a high degree of accuracy. Through a work measurement 
system that has been in effect now ie about 7 years, we cost out our 
requirements on the basis of time required, per employee, for each 
type of transaction. For example, we know, and this estimate is 
based on, an employee processing 20.1 freight bills per day, 8.7 storage 
bills per day, and so on. 

We are proud of the increased efficiency of the commodity offices 
each year which is reflected in lower budget requests. This has been 
accomplished by continuous effort to find simpler and more effective 
ways to do the work, and through use of office space and equipment 
adapted to the type of work performed. In 1953 we were processing 
only 13.3 freight bills, per employee, per day and 3.6 storage bills 
per day. In other words, for these two types of work, efficiency has 
gone up 96 — and our salary costs for these types of transactions 
alone, as reflected in the budget before you, are approximately $600,000 
less than the same volume would have cost at the 1953 production 
rates. This is a general situation throughout our commodity office 
operations, and in our budget requests for these offices. Our justifi- 
cations include the complete breakout of the estimated increases in 
the volume of price support operations as well as some 60-odd types 
of transactions upon which our budget is based. 

The increase of $3,171,009 for the contingency reserve, is a precau- 
tionary measure which has been carried in the language of our limita- 
tion now for the past 4 years. It recognizes the impossibility of fore- 
casting administrative needs which are directly related to a program 
volume based upon crops, the bulk of which have not yet been planted. 
No part of this reserve can be used unless released by the Bureau of 
the Budget to meet unpredictable fluctuations in program volume. 

Mr. Chairman, this completes the items in the Commodity Stabiliza- 
tion Service budget pertaining to operations in the fiscal year 1960. 
The remaining two items provide for restoring the capital impair- 
ment of the Commodity Credit Corporation as of June 30, 1958, and 
for reimbursing CCC for financing the estimated costs in 1959 for 
special activities authorized by law. 


RESTORATION OF CAPITAL IMPAIRMENT 


Total realized losses in the fiscal year 1958 amounted to $1,535,424,- 
413. Under the provisions of the act of March 8, 1938, as amended 
by the act of March 12, 1954, a restoration of capital impairment in 
this amount will be necessary. 

Of the total realized loss, $635 million represented the net loss on 
price-support sales, $366 million the cost of commodities donated, and 
$66 million was the cost to increase the consumption of fluid milk in 
schools. Losses in connection with the commodity export programs 
were $101 million, net interest expenses amounted to $323 million and 
all other net costs, including administrative expenses, were $44 million. 


REIMBURSEMENTS TO CCC FOR SPECIAL ACTIVITIES 


This appropriation provides for reimbursing CCC for its estimated 
costs during 1959 of financing separately authorized programs. This 
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represents an acceleration of reimbursement to CCC to minimize the 
need for additional borrowing authority. These are: 


INTERNATIONAL WHEAT AGREEMENT 


This agreement operates to provide an assured market for wheat 
to exporting countries and assured supplies of wheat to unporting 
countries at equitable and stable prices. Public Law 421, 81st Con- | 
gress, authorizes the President to use the assets and facilities of the 
Commodity Credit Corporation in fulfilling the obligations of the 
United States under the agreement and authorizes appropriations to 
reimburse the Corporation for its costs in carrying out the program. 

The request of $63,875,000 includes $63,185,000 for payments on 105 
million bushels of wheat estimated to be exported during 1959 under 
the agreement at an average rate of 60 cents per bushel. It also in- 
cludes $215,000 for administrative expenses and $475,000 for interest 
costs. It is a reduction of $16,925,000 below the previous year’s costs 
due primarily to a 14-cent lower average payment per bushel. 


tion to make its stocks of agricultural commodities available for fur- 
nishing emergency assistance to friendly peoples in meeting famine 
or other relief requirements and to pay ocean freight charges for the 
shipment of donated commodities. Appropriations of not more than 
$800 million are authorized under the act to reimburse the Corporation 
for costs incurred in carrying out the program. The proposed appro- 
priation provides for reimbursement of $104,508,000 for estimated 
operations during fiscal year 1959 consisting of $63,399,500 for the 
cost of CCC commodities, $40,330,500 for ocean freight costs and 
$778,000 estimated interest to the date of reimbursement. 


SALES OF SURPLUS AGRICULTURAL COMMODITIES FOR FOREIGN CURRENCIES 


Title I of Public Law 480 authorizes the sale of surplus agricultural 
commodities for foreign currencies and also authorizes appropriations 
up to $6.25 billion to reimburse the Corporation for its costs in carry- 
ing out the program. Exports of commodities from CCC and private 
stocks were financed under this program during the fiscal year 1958. 
The request of $968,016,000 represents estimated unrecovered costs 
through June 30, 1959, plus estimated interest to recovery date less 
estimated receipts of dollars from the sale of foreign currencies or 
from the use of such currencies by the Defense Department i in the con- 
struction of military housing abroad. These receipts will be applied 
against unrecovered costs of the program in subsequent years. 


EMERGENCY FAMINE RELIEF TO FRIENDLY PEOPLES 
Title II of Public Law 480 directs the Commodity Credit Corpora- 













GRAIN FOR MIGRATORY WATERFOWL 





Public Law 654, 84th Congress, directs the Commodity Credit 
Corporation to make available through July 3, 1959, to the Secretary 
of Interior grains acquired under the price support program to be 
used as feed to lure migratory waterfowl away from crop depredations. 
The act authorizes the appropriation of sums to reimburse the 
Corporation for its investment in the grain. The estimate of $35,000 
represents the value of 400 tons of grain to be furnished during fiscal 
year 1959, 
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TRANSFER OF BARTERED MATERIALS TO SUPPLEMENT STOCKPILE 


The Commodity Credit Corporation is directed under title II of 
Public Law 540, 84th Congress to transfer strategic and critical ma- 
terials not required for the national stockpile to the supplemental 
stockpile. These materials were acquired by the Corporation as a 
result of barter and exchange of price support commodities. The act 
authorizes appropriations to reimburse the Corporation for the value 
of materials transferred. The amount of $129 million in the estimate 
covers the value of the materials to be transferred during fiscal year 
1959. 

ANIMAL DISEASE ERADICATION ACTIVITIES 


The Commodity Credit Corporation advances funds for eradication 
of foot-and-mouth and other contagious diseases of animals pursuant 
to authority contained in annual appropriation acts. The estimate 
of $1,056,500 is to repay the Commodity Credit Corporation for the 
advances to be made in 1959 for the eradication of vesicular exan- 
thema of swine. The 1960 estimates propose a direct appropriation 
to ARS for this program. 


GRADING AND CLASSING ACTIVITIES 


The Commodity Credit Corporation makes advances to the Agri- 
cultural Marketing Service for classing’and grading of agricultural 
commodities without charge to producers. Such advances used for 
classing cotton and grading tobacco not placed under price support 
loan must be repaid from subsequent appropriations. The estimate 
of $1,607,000 is to repay estimated advances in 1959. We have at- 
tempted to provide the committee with an explanation of the budget 
requests for the Commodity Stabilization Service, and are ready to 
provide any further detail that may be desired. 

Mr. Wuirren. Thank you, Mr. Berger. 

Turning back, Mr. McLain, to the point we inserted the tables, I 
believe it would be well at that point in the record to list by years 
the amount paid out for nonbasic commodities where the Secretary 
had discretion—for dairy products, citrus, perishable fruits, vege- 
tables and other commodities—whether purchased with section 32 
funds, or milk purchased for the school lunch program, or whether 
it was for export. Supply that for the record. 

(The table referred to is on p. 1701.) 


PAYMENTS UNDER SUGAR AND WOOL PROGRAMS 


_ Mr. Wurrren. Also supply for the record the amounts paid out 
in the sugar and wool program to the 25 highest recipients. 

Mr. McLain. The highest individual recipients ? 

Mr. Wuirren. Yes. You can limit that to the last 4 or 5 years if 
you like. 

Mr. Beacu. I do not believe we have it available for back years. 
I believe we have it available for the most recent crop year. 

Mr. Wuirren. Most recent crop years or year / 

Mr. Bracn. The most recent crop year. 

Mr. Wurrren. You do not keep any past records? 

Mr. Bracu. We could get it by going back to the counties but 
we do not have it in Washington. 

Mr. Wuirren. You might see what you can supply. 

33913—59—pt. 3——30 
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Mr. McLarn. On the Senate side they have made a request for 
the record of certain amounts of loans. If we went further than that 
we would have to go to the States to get it. 

Mr. Wurrren. I should think the Commodity Credit Corporation, 
paying out all this money, you would keep books in Washington as 
to those you paid it to last year. 

Mr. Beacu. No, the books for commodity loans are kept in the 
county offices on individual loans. Beginning with 1958 we will 
have available the identity of every borrower. 

Mr. Wuirren. The Secretary was on Dave Garroway’s program 
and indicated that the big cotton programs were outright grants to 
these people. But after all it is a loan which is substantially repaid. 
The people in California and the other sections know the facts but 
they do not get invited to Dave Garroway’s programs and they do 
not get what they have to say in the press. 

Mr. Beacn. We have the information on the five largest loans be- 
ginning with 1953 crops. 

Mr. Wmuirren. I would like to have that and the 25 highest recipi- 
ents for last year. 

(The information requested follows :) 


25 highest Sugar Act payments 


1953 CROP 





| | 
Payment per | 














! 
| hundred- | 
Name Area weight Payment 
of sugar 
comnany 

received 
Hawaiian Commercial & Sugar Co., Ltd_... ..| Hawaii___. $0. 337 | $1, 085, 694. 63 
United States Sugar Corp----- Florida___- 357 70, 633. 07 
Oahu Sugar Co., Ltd_-.- Hawaili_.____- . 373 613, 463. 06 
Luce & Co__. 7 staid Puerto Rico-___} . 383 555, 590. 24 
Lihue Plantation Co., Ltd_.__-- | Hawaii____ | . 393 508, 507. 65 
Ewa Plantation Co. -...-.....-.-. De ee . 397 489, 920. 76 
Waialua Agricultural Co., Ltd_. i a es 2, 409 4°0, 332. 13 
Pioneer Mill Co., Ltd_-_---- fs ssectleien cede uo peat toatt .427 433, 036. 67 
Kohala Sugar Co_._ : ‘ . aN ee a ohdae . 427 404, 692. 25 
Kekaha Sugar Co., Ltd- tile Diab crihtbeeh aoiietse sada ttle ban Keke . 434 38%, 238. 03 
Antonio Roig Sucrs. 8. en C____.-.-_--- : = ES Puerto Rico__. . 466 337, 204. 94 
Fastern Sugar Associates - -- -- eae cee . 466 336, 688. 41 
Grove Farm Co., Ltd_-. | Hawali_.__.-- . 472 329, 636. 83 
J. Serralles & Wirshing & Co__- ; Puerto Rico-_--} . 481 318, 745. 77 
Hawaiian Agricultural Co-_-_- Ls 5 Hawaii.__- . 486 313, 439.05 
Honokaa Sugar Co en etwas shane he 490 39, 420. 75 
Olokele Sugar Co., Ltd_- : wpsady do__.. . 491 | 308, 684. 61 
McBryde Sugar Co., Ltd_-_- ihottnkakwdeeenemeeeat ee . 501 | 294, 385. 02 
Hamakua Mill Co ; ; i ee ii “ae . 501 291, 793. 26 
Olaa Sugar Co., Ltd__---- : ‘ae Deis . 502 281, 953. 77 
Wailuku Sugar Co__ __- 5 : : sic en . 506 244, 945. 54 
Southdown Sugars, Inc. ---- ne y Louisiana. . 507 235, 176.71 
South Coast Corp___. : setts: eee ee rae . 508 234, 415. 94 
Laupshoehoe Sugar Co-__- Tisabisbabas sth ce Ss A: 3. tc . £68 225, 550. 09 
Kahuku Plantation Co-__- nel 3 OD fo an . 513 201, 804. 19 








1954 CROP 










Hawaiian Commercial & Sugar Co., Ltd 
United States Sugar Corp 


Seep $0. 339 | $1, 051, 584. 93 
. BA 702, 563. 96 








Florida 


Oahu Sugar Co., Ltd. _.....-.-- Rr a eee ae Hawaii ____..- . 380 572, 496. 67 
I a ee EP Sa hee wbwat Puerto Rico___ . BR2 557, 287. 82 
ween Agricultural Oo., Ltd... ..... coe ceseeencens Hawaii_......- . 391 517, 710. 25 


Ree ED Wt ee ce ee ee Ee oe . 894 498, 880. 36 
Pern I oe oo ioe gece. ot reas SR Pere . 398 489, 050. 75 
TI EN SIO TA noice ncgnccndncanent ne Ae ee cM Sa a . 407 457, 358. 23 
Kekaha Sugar Co., Ltd_____- . 430 397, 586. 11 
Kohala Sugar Co___..._-__- : . 450 360, 526. 80 
. 459 345, 100. 83 
328, 904. 24 
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|25 highest Sugar Act payments—Continued 


1954 CRO P—Continued 
| 
| 





Payment per 
hundred- 


























Name Area weight Payment 

of sugar 

company 

received 
IE I CI isc i et ee gl Hawali __.__- $0. 475 $325, 263. 60 
oT EX eee ae ree Puerto Rico _-. . 478 322, 094. 00 
Sere AMEE OO. Jo. Cccenanawmevasaccwacceuount aweli........ . 488 311. 534. 50 
Olokele Sugar Co., Ltd_.....--.._._- Deceekudtwatt ean wanecaGnteaad eS . 501 288, 001. 83 
IIS SoS TO Ce aeenocne do . 501 285, 440. 51 
SIIER STET OU cans «stein abGs sds wheesubcdudadeiebeveecumtanias . 502 282, 935. 34 
Wailuku Sugar Co _____- . 503 271, 717. 75 
Olaa Sugar Co., Ltd 504 265, 140. 60 
Honokaa Sugar Po pkaeccheuaboonbcreeeaGelasacanieGsenstedioe 506 243, 824.17 
I IRIN CO gas Be ec geek ee anon Ra ase . 508 230, 195. 67 
South Coast Corp, --..----- ci ibadesaaanemam deb cass nacaaae Louistana_._.-. . 510 221, 261. 48 
RNG UME ND. . cot ccusckuateccs poucusceskeedanate Hawaii __.._.. . 573 219, 178. 62 
NS SUNN Fo ec ac ae doen owenwaceedneuees tena . 517 203, 523. 68 
TTT ee ee ee ee sss 

1955 CROP 
Hawaiian Commercial & Sugar Co., Ltd...---- csatatekaeen | ee $0. 335 | $1, 151, 610. 81 
t mie pains Saas RD Pichi ite slain Seon 3 See : Florida........ oe 634, 541. 88 
I ae ee ee eee SEO enoees . 38" 579, 568. 22 
SEDO: th UES oa Nn cae cn sa danni eweeouwaan Puerto Rico... . 387 535, 354. 97 
Weialua Agricultural Co., Lid..........--....---..---..---- Hawaili__..--- . 394 503, 157. 91 
Lihue Plantation Co., Ltd.....__._-..---- SA Peper eed ‘ Diiencnanl 1395 500, 592. 83 
a EIN DO os 5 <3 he =: ionic ncaa Gos Seca aecaand exiul i Meagan cas . 398 485, 981. 24 
eee D8 ta) CO IO nn ri Serer nen ———- ‘| . 402 473, 388. 05 
ong NT Ss Bice ae ns was nue bnaesaaeeraeaiances ceil axes - 431 394, 112. 76 
SRNR oa 4 Sik cae att. eLearn ad S Siete Sicwiae cb 442 374, 077. 25 
BONO Pear CHINE. 15. OU) oc enc cnc cdasscsenseacannauessce Puerto fies . 457 350, 009. 23 
In ICI SO i ee ‘ OGice ce - 465 338, 363. 36 
TUNE BOVROUNNINOE HID a 6 ds iw ccdacddannke chad Guentodk Hawaii-_...._- 468 333, 794. 7 
TN INN Es MN a oe an a ete ee te oa a WR oa ndas 476 325, 033. 53 
0 a SS eae EER SS . Rs eee .491 322, 283. 48 
RUDI A I ae te ieee . 485 314, 398. 94 
Suen, J. Serrales & Wirshing & Co.........................- Puerto Rico-_-_-. . 489 311, 019. 48 
ET EEE OTL AERO Hawaii... as . 491 308, 607. 18 
McBryde Sugar Co., Ltd_....-.- dicen nnae xe tc iadaaded | eae idircca . 496 303, 692. 44 
MN ne oa. cua ubs caeene wa waas ae “eee . 501 294, 890. 15 
I) Ub eae eae See ites ace -| - 503 269, 610. 32 
Laupahoehoe UMN? re hs we 8 ‘pln Tice se SU cs cucies . 581 222, 989. 78 
PNY NE OND aces sce uecnpaneonsceeungedecess -| Sd do. es . 510 221, 162. 39 
Ra ONUMMI n  ce le ee ee Te el aia datecct ota . 514 212, 761.09 
NIN Ish So ee eset kes aS fos ek | . 512 210, 131. 30 
1956 CROP 

Hawaiian Commercial & Sugar Co. Ltd__.......----------- | Hawaii_....... $0. 335 | $1, 160, 354. 58 
United States Sugar Corp Florida......-- . 367 656, 963. 69 
rane Boge Co., Ltd Sls oat naeeak acbcdasaeecieen Leese Bowen. HERS . 385 546, 059. 01 
UC Da Ata Jp cwieaiad saknemuiaana oem eaeeeanauwmodoee | Puerto Rico__. . 385 542, 392. 69 
Waieios Agricultural Co., Ltd_.........-cs-ocs<oencoecesee | Hawaii__...... | . 393 506, 291. 79 
Sy RLS ON aaa eee me Se. 401 477, 536. 27 
IN 090) BR oo ee M0525 . 402 474, 300. 54 
MUR PMRON OO... <0 og uvcdncccccacncusus accep aeaeat "RE . 404 466, 411. 41 
atnt Basar Co., RON wn cle tac owdiotes dadad aden ude ee . 430 397, 394. 81 
ala Sugar Co___._-_.. Si ae i a ae do eat . 436 384, 849. 07 
ae ms 9 EN sa aa Puerto Rico... . 448 363, 188. 62 
Sc Hawaii.___.... .474 327, 613. 00 
Suen. J. Serralles & Wirshing & Co_........-.-------------- Puerto Rico__. . 475 325, 443. 72 
MM CIR AS A RBUNIGUN oe cane cacdnnnucocutocas Ores cai - 482 318, 342. 94 
Un nn i Hawaii_....... . 496 303, 967. 69 
SE CU I sac: sekhnannestoucstancaeonininetbaanin beieecaes .500 | 297, 299. 99 
RE SIMNCEOG RAS ce Ae ik |---- ie . 500 295, 894. 39 
TI Sia TO ee PS peas je see "501 289, 741. 21 
PON hak St Nc a Red a P ee . 502 278, 671. 33 
NRE Ses 5 nr ke oe ee en Oe. «ices . 504 262, 562. 23 
ICN ce ha eS ee ee Oe oS . 506 243, 106. 97 
MRR ce ec ee ” “SSeS . 07 236, 730. 52 
NN a a ee tian . 514 210, 509. 76 
I TO Ce nn cuneah sncimdbecuens tied aa ea . 538 208, 303. 92 
Mies nate te, EO ge ac aes. eck Wess coca . 512 206, 401. 06 


ee , 
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1957 CROP 


Name 


Hawaiian Commercial & Sugar Co., Ltd-.- 


United States Sugar Corp 
Luce & Co 
Oahu Sugar Co., Ltd 


Waialua Agricultural Co., Ltd. ia 


Pioneer Mill Co., Ltd 

Ewa Plantation Co 

Lihue Plantation Co., Ltd 
Kekaha Sugar Co., Ltd 

Kohala Sugar Co 

Eastern Sugar Associates 
Laupahoehoe Sugar Co 

Grove Farm Co., Ltd @ 
Hawaiian Agricultural Co 
Antonio Roig Sucesores 8. en C 
Sucn. J. Serralles & Wirshing & Co 
Honokaa Sugar Co-.. 

Olokele Sugar Co., Ltd 
McBryde Sugar Co., Ltd 
Wailuku Sugar Co.. 


Hamakua Mill Co = an - 
Olaa Sugar Co., Ltd 3 . 
Hutchinson Sugar Co., Ltd...._._._-- 


Onomea Sugar Co. _..---. sg 
Pepeekeo Sugar Co--.--.------- 


Hawaii 
Florida 
Puerto 
Hawaii 
do 
do 


Rico. 


do... 


do 

do 

do 
Puerto 
Hawaii 
_ do 
do 
Puerto 
do 
Hawaii 
do 
-do- 
do 
do. 


Rico -. 


Rico. 


se 
— 


do... 
cole SD asks 


Continued 


Payment 


hundred 


weight 


per 


3 


of sugar 


compan 
receive 


$0 


y 
i 


340 


. 364 
. 082 


384 


. 395 


396 
398 
403 
425 


431 


. 458 
. 466 


9) 


473 


491 
. 486 
- 496 

500 | 
AL 


504 


. 505 
. 506 
. 509 | 
. 511 
- 511 





, 021, 303. 5 


684, 705, 16 
558, 388, 17 
549, 158, 52 
498, 211, 47 
493, 443, & 
488, 400. 74 
168, 353.43 
407, 888, 2x 
395, 033, 45 
347, 603, 45 
331, 416.14 | 
329, 498. 4 

328, O88, 4] 

326, 735, 37 
313, 522, 59 
303, 581, 37 
296, 460, 25 
289, 479. 82 
259, 937, 3 
250, 341. 21 
244, 526. 10 
224, 157.72 
213, 801, 17 
211, 192. 57 
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+ PAY INCREASE FOR ASC COUNTY OFFICE EMPLOYEES 

3S 

Sty Mr. Wurrren. I note your statement with reference to funds recom- 
* mended to increase the salaries of the ASC county office employees. I 
4 . . 

8 have had numerous people talk to me about whether this committee 






_ had authority to make this raise in pay retroactive, to be effective as 
of the same time as the general pay raise for Federal employees. I 
pointed out to those who talked to me that this committee has no such 
authority. In actuality we have no authority to fix the salaries of 
these employees; those salaries are fixed by State committees with the 
approval of the Washington office, and it is beyond the authority or 

| contro] of this committee. 
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| CCC BOARD OF DIRECTORS AND ADVISORY BOARD 





Mr. Berger or Mr. McLain, I would like you to give us a list of the 
Board of Directors of the Commodity Credit Corporation and tell us 
how many employees you have—that is, the Commodity Credit Cor- 
poration itself. 

Mr. McLarn. The Board is made up of the Secretary himself; Mr. 

|} True D. Morse, the Under Secretary; and myself as an Assistant 

Secretary; Mr. Oris V. Wells, the Adaininsatie of the Agricultural 

Marketing Service; Mr. Ervin L. Peterson, who is an Assistant Secre- 

tary; Mr. Clarence L. Miller, an Assistant Secretary; and Robert L. 
Farrington, who is our General Counsel. 

We also have an Advisory Board, as you know, made up of Warren 


Hawley, Jr., Earl M. Hughes, Claude K. McCann, Frank J. Welch, 
and G. B. Wood. 
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OFFICERS AND EMPLOYEES OF CCC 


The officers of the Corporation are as follows: 

The President is True D. Morse; the Executive Vice President is 
Walter C. Berger; a Vice President is Clarence D. Palmby; and an- 
other Vice President was Francis C. Daniels. He died on March 2. 

Mr. Wuirren. I would like to express here my sincere regret at 
Mr. Daniels’ untimely passing. The committee worked with him 
for a number of years. In fact, he held a position that was created 
by this committee. I would like to acknowledge his very worthwhile 
| services to the committee, to the Department and to the country. 

Mr. McLarn. We appreciate that. 

Another Vice President is F. W. Beall; another Vice President is 
H. Lawrence Manwaring; another Vice President is Frank R. Mc- 

' Gregor; the Secretary is Lionel C. Holm; the Assistant Secretary 

is Marion Crumpler; the Controller is J. J. Somers; the Treasurer is 
Rulon Gibb; and the Chief Accountant is J. W. Vaughan. 

The total number of employees of the Corporation as of January 
31 was 4,934. 

Mr. Wurrren. Could you give us the location of that personnel, 
not each location but where the offices are ? 

Mr. Breacn. The large bulk of these employees are located in our 
commodity offices which are located in Minneapolis, Evanston, Dallas, 
Kansas City, Portland, New Orleans, and Cincinnati. 
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As of January 31, out of the total of 4,934 the bulk of the employ- 
ment, 3,675, was in the 7 commodity offices. 

Mr. Warren. How many employees are in the Commodity Stabil- 
ization Service ? 

Mr. Beacu. The total employment including the 4,934 of the Com- 
modity Credit Corporation as of January 31 was 7,966. 

Mr. Wuirren. You do not list those on the county level ? 

Mr. Beacu. No, sir. 

Mr. Wuirren. Would that include the State employees ? 

Mr. Beacu. Yes, sir; 31,000 man-years were used at the county level 
in the fiscal year 1958. 

Mr. Wurrren. So the Commodity Credit Corporation does run its 
operations with its own employees except at the State and county 
level ¢ 

Mr. Beacu. There is a technical difference. The employees are 
Commodity Stabilization Service employees performing Commodity 
Credit Corporation functions. 

Mr. Wuirren. We are getting back to my first question. I wanted 
to know how many are identified as employees of the Corporation, 
as differentiated from the Commodity St: sbilization Service. Do you 
have any employees other than this list of officers 

Mr. McLarn. That is all, full time. 

Mr. Wuirren. Then this big corporation is really run by this 
group of officers with this advisory committee ? 

Mr. McLain. That is correct. 


CCC BYLAWS 


Mr. Wurrren. In the exercise of its functions do you have regular 
meetings, rules, and bylaws or regulations? Do you have those avail- 
able ? 

Mr. McLain. Yes. 

Mr. Wuirren. Could we be supplied with a set of those? 

Mr. McLarn. Yes. 

(The material requested will be found in the appendix on p. 2251.) 

Mr. Wuirren. Do you have regular meetings or do you meet on 
call of the Secretary or Mr. Morse, the Chairman of the Board? 

Mr. McLain. We have regular meeting days. There are excep- 
tions. If a quorum is not present a meeting will not be held but 
Tuesday is normally our meeting day. It is changed if we do not 
have a quorum or if a major decision ‘might need to be made later in 
the week. We try not to meet more often than necessary to transact 
the business. So while we have a regular meeting day we vary from 
that somewhat according to the demands upon the members of the 

soard. 

Mr. Wnuirten. I presume these policy decisions with regard to sales 
are made, not on the statement of one man, but on a meeting and de- 
cision of the Board. Is that correct? Say in 1953 and 1954 there 
was a refusal to sel] these commodities competitively in world trade. 
Was that a decision of the Board of Directors or where was the deci- 
sion made ? 

Mr. McLarn. I would say the day-to-day operations, for instance 
if we are fluctuating the subsidy rate on wheat or on feed grains, the 
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Executive Vice President, under the authority that is delegated to 
him, performs those day-to-day operations in cooperation with the 
sales department. 

When it comes to a major decision, for instance the decision on cot- 
ton, an announcement that was made within the past 2 weeks, that 
decision was made by the Board of Directors itself because this was 
a major change. Of course, the Executive Vice President sat in on 
it and participated in the recommendation that was brought to the 
Board. He played a part inmaking the recommendation ; I will put it 
that way. 

Mr. Wuirren. I presume, then, having a Corporation probably 
three times as big as General Motors, or five times as big, you would 
keep minutes of your meetings ? 

Mr. McLarty. That is correct. 

Mr. Wuirren. Could those be made available to the subcommittee 
for the last 5 or 6 years? This Corporation is separate from the De- 
partment and I wonder if the minutes, with the delegations of au- 
thority and that sort of thing, could be made available to the subcom- 
mittee ? 

Mr. McLain. I personally could see no reason why they should 
not, but I think the General Counsel should be consulted on that. We 
would have no motive in keeping from members of this committee 
anything we have in our jurisdiction. I think the only problem that 
might be raised was, if it was.a matter of.the record and published, 
whether there would be some things that should not be published. 
Personally I would have no reservation but I think our General 
Counsel should be consulted on that. 

Mr. Wurrren. In trying to understand many of these things, es- 
pecially in view of your statement concerning the seriousness of the 
farm situation, I think we need to know what transpired in order to 
determine what we feel we should recommend, I can readily see you 
would not want to take the responsibility as an individual. But I 
think I will officially request it for the committee and give you such 
assurances as appropriate of keeping it confidential. But I think it 
would help us if we had that-information. 

Mr. McLarty. Iam sure you are aware that the various investigating 
groups have requested that they be allowed to use the records. T 
think they hate Hedin allowed to use them. 

Mr. Wurrten. If you want to send them over in the custody of Mr. 
Grant or Mr. Berger we will be glad to cooperate to that extent. I 
wish you would check on that. 

Mr. McLarn. All right. 


BASIS FOR SALES ON DOMESTIC MARKET 


Mr. Wuirren. Insofar as the law is concerned, I think we might 
ask you to detail the terms on which you can sell on the domestic 
market. It is my recollection you are limited on the domestic market 
to 105 percent of parity. You have that exception. That is when they 
go out of condition. 

Mr. Bercer. Or about to go out of condition. 

Mr. Wuirren. Could we have the law that controls that and any 
regulations that you have when they go out of condition or are about 
to go out of condition ? 
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Mr. Brrcer. We will put that in the record. 
(The material will be found in the appendix on p. 2264.) 


RECORDS OF DOMESTIC SALES 


Mr. Wurrren. Could we have for the record at this point infor- 
mation as to grain, and perhaps in the dairy field, showing each in- 
stance during the last 2 years where you have authorized such sales. 
Furnish a separate listing for each place where you have given the 
same man that had the storage of the commodity a new contract to 
store further commodities, and every place where the man, or an 
individual company, has turned over that grain, or such other com- 
modity as he might have, more than once during the year. 

Mr. Bercer. In other words, where an elevator has unloaded grain 
and we have put grain back in? 

Mr. Wuirten. That is right. 

Mr. Bercer. And he has given us a section 10 notice and our in- 
spectors have gone in there ? 

Mr. Wuirren. Yes. 

Mr. Bercer. You want to know when we put grain back in there? 

Mr. Wuirten. In the same year. 

(The information will be furnished to the committee when avail- 
able.) 

Mr. Bercer. I would like to say that with the storage situation as 
it has been in recent years, we have needed the storage so much I 
presume we have—— 

Mr. Wurrren. I am not asking whether you have. You could not 
put it in there if you did not have “it. 

Claims have been made to me that the corporation has authorized 
elevator owners and others to store the grain and then have left it up 
to them to make a determination when it is about to go out of condi- 
tion, and that the elevator operator who has the responsibility of 
protecting the grain could in some cases benefit by making it avail- 
able to the local market at less than the domestic price and “by reason 
of that action seriously upset the local market. Also, reports have 
come to me that the department i in that case has not exercised its judg- 
ment whether the grain is out of condition but has left it up to the 
elevator operator. “Tt is claimed that he in turn makes extra money 
under your practices by reason of emptying his elevator and refilling 
it; in some cases it has occurred as many as five times in one year at 
a tremendously increased cost to the Government and with greatly 
enhanced profit to the elevator operator and a serious dislocation to 
the local grain trade. 

So we would like to have a listing of all grain that went out of 
storage, at whose determination it went out and how many times 
that same man has gotten new contracts. I want the record to show 
what pay he gets for unloading and other things. I am not an expert 
in this field, and it may be that I am not properly describing what I 
am seeking, but we would be interested in any other related informa- 
tion that you might give us. 

Mr. McLain. In order to be helpful, I think this information could 
be gotten, but in this particular case, in confidence with this com- 
mittee, would it be possible to get the name of the firm and where it 
is located. so that we could go right to the point? 
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Mr. Wuirren. Insofar as I am concerned, the particular example 
I have has been turned over to the committee investigator to check, 
so at the moment I do not have any examples. I am not trying to 
withhold it. 

I am trying to go further than one isolated case. I want to 
know what the policies are. We may want to make the particular case 
available to you. 

Mr. McLain. Did you say that the individual himself made the de- 
termination without any action by the Commodity Credit Corpora- 
tion? I think that you implied that at least. 

Mr. Wuirren. May I repeat again that I am quoting reports that are 
coming tome. I cannot vouch for their accuracy. The story as I got it 
was that you had in effect underwritten the determination of the local 
elevator and he had in actuality made the determination. That does 
not mean that somebody here did not approve his request. Doubtlessly 
they did, but it was his determination that governed rather than some 
determination here. 

Mr. Dean. Our policy calls for commercial storage facilities and in- 
ventories at least once a year, and two checkups on condition twice a 
year. If you have a contract or storage agreement for Commodity 
Credit Corporation grain and you think that the grain is going out of 
condition, you notify the Commodity office in that area. The examiner 
out of that particular Commodity office comes out to your facility and 
gets a representative sample which is sent to the laboratory and the 
warehouseman is held responsible on the difference in the grade. 

In some cases we have had warehousemen who have asked to buy 
their grain and store it. We have not sold the grain in store. We have 
loaded it in boxcars and sold it on tracks. So we do make a determi- 
nation as to the quality of the grain. It is not an independent judg- 
ment of the warehouseman. There may be an individual case. 

Mr. Wurrren. You have just announced your policy. I am on the 
Defense Appropriations Committee, and when I first went on there 
they had some investigations of policy and they read very well. What 
we want to know is practices. There is a lot of difference. You are 
quoting me the rules and I am asking for what the practices are. You 
work at this more closely than I. This is so big you cannot have 
personal knowledge of everything. 

Mr. Dean. I said that in the beginning those are the rules. There 
may be some cases. 

Mr. Wurrren. We are interested in the practices. It is the faulty 
practice that we wish to break up, if it prevails. 

Mr. Bercrr. So do we. 

Mr. Wurrren. It is upon that basis the information is requested. 

_ Mr. McLarn. If you have information as to who the individual is, 
it will be run down immediately. 

Mr. Wurrren. I have explained why I cannot give it to you. I 
have one copy and I passed it to the investigator for the Appropria- 
tons Committee. 

_ Mr. McLain. Will you advise us for our information after the 
Investigation is completed ? 

Mr. Wurrren. Certainly we will advise you as to what he finds. 

Mr. Bercer. When you have 12,000 to 13,000 individual contracts 
on storage once in a while you will find somebody that slips by. 
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INCREASE IN STORAGE RATES, HANDLING CHARGES, ETC. 


Mr. Wurrren. I would like to see what increases in storage rates, 
handling charges, or any other increases you have had in the last 7 
or 8 years. I am not trying to limit you to your administration. I 
would like to know what increases we have had in storage rates and 
handling charges for that period. 

Mr. McLarty. We will make a part of the record the renegotiations 
and the rates started prior to the time we came in, and the changes 
that have been made since then. 

(The information requested follows :) 


COMPARISON OF UNIFORM GRAIN STORAGE AGREEMENT RATES, 1940-59 


The following is a copy of a table which shows saa made by CCC for 
receiving, loading out, and storage under each uniform grain storage agreement 
schedule of rates since 1940. The entries shown on the table for storage rep- 
resent what a warehouseman would earn if grain were stored for a full 365-day 
period. The entries for annual earnings re present the sum of the receiving 
charge, load out, and storage charge for a full year’s period. 
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Farm StToraGE PAYMENTS 


Mr. Wurrren. I recall this committee several years ago insisted 
that you renegotiate. In addition to that, I would like te have you 
put in the record the amount of storage capacity that you have 
financed. 

Reports have come to me that there are several examples, one in 
the State of lowa, where the Government furnished the money for 
the storage construction, and then gave a contract where the first 
year’s storage payment exceeded the cost of the warehousing space, 
That seems very farfetched, but I am repeating it as told to me. 
So I would like to see how much you have financed. 

Mr. McLain. Are you talking about commercial storage ! 

Mr. Wuirrten. I am just quoting another Member of Congress. 

Mr. McLarn. We do not finance commercial storage. 

Mr. Wuirten. That is what he told me. Through the Govern- 
ment, and I do not know whether it has been through ‘the Commodity 
Credit Corporation, financing was arranged for “warehousing and 
then the Commodity Credit Corporation gave the man a contract on 
which he made enough money to more than pay the cost of the stor- 
age. You say that you finance only farm storage. How about your 
rates on farm storage? Do you draw any relationship to how much 
it costs to put up the storage and what rates you may pay? 

Mr. McLarn. The farmer the first year he ‘stores the grain on the 
farm does not get anything for storing It. 

Mr. Wutrren. How about after that ? 

Mr. McLarty. We pay him the same rate that we pay commercial 
warehousemen. If he reseals the grain we pay him the same rate as 
the commercial warehouseman. 

Mr. Wurrren. Can you give us what that average rate is, and 
what the amount of investment he has in that storage is? I am 
trying to show a relationship, whether your rates of storage for-—— 

‘Mr. McLary. On a farm facility loan we loan up to 80 percent of 
the cost. 

Mr. Wurrren. Feel free to tell the correct story. 

Mr. Bercrr. We authorize the State committee to loan up to 80 per- 
cent. Some State committees have never gone as high as 80 percent. 
There are a few. Illinois has been one for some reason. I do not 
know why. The State committees have not felt they had enough need 
to encourage additional farm storage. I think it has stayed at 60 per- 
cent and is ‘possibly still at that level. 

Mr. Wuirren. If we accept that as the approach to the problem, 
could you give us a listing of the average cost per unit from a select 
number of States that are so insured, and then the average rate of 
storage payments after that first year, so that we could see perhaps 
if the storage rates were out of line in view of the total investment ? 
It might be in this case that was what the gentleman was talking 
about. I did not get all the details. The statement was made that 
the Government’s rate for storage in 1 year exceeded the total invest- 
ment in the storage facility. 

Mr. McLarty. I am sure that is inaccurate. 
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Mr. Wuirren. If you people do not know what the average cost 
per unit is and do not know how to compare it, apparently you do not 
have figures that you can rely on. 

Mr. McLarn. I have not said that. If we go back to the documents 
where the money is loaned we know what the facility cost. The in- 
formation can be furnished. No one has said it could not be, but it 
will take some work. 

Mr. Wuirren. You can get the information. I think that there 
should be some relationship between how much rate you pay as against 
what it costs him to put up the facility. 

Mr. Bercer. He is given the same rate after the first year as a com- 
mercial warehouseman. 

Mr. Wuitren. It may be that we are paying out enough annually 
for storage to build a lot of warehousing at excessive rates. We need 
to know what the story is so that we can make a determination. 

(The information requested follows :) 


Applications for farm storage facility loans approved by State in the Washington office 
from July 1, 1949, through Feb. 28, 1959 

















Date 
fap- | Total eost Bushel Average Amount Percent 
State proval | of facility capacity est per of loan ! of loan 
(fiscal | | bushel | to cost 
year | 
rizons 1954 | $36, 000 123, 282 | $0. 29 $28, 800 a0 
SEMA... <~~<- 1954 50, 000 291, 666 .17 | 40, 000 80 
Arkansas 1949 87, 737 195, 000 45 | 74, 576 5 
ayaa 1949 59,360 | 120, 000 .49 42, 000 71 
| 1954 21. 510 | 32, 760 | . 66 | 17, 207 80 
| 1954 | 40.807 | 100, 000 41 32, 645 80 
| 1954 36, 788 | 71, 160 . 52 | 29, 430 8 
| 1954 | 39. 231 26, 350 | 1. 49 25, 500 65 
Ya ; _...| 1949 | 33. 580 | 70, 000 . 48 | 28, 543 85 
California. . ---- | 1949 | 36, 618 | 70, 000 52 | 31. 124 85 
;} 1949 | 39, 260 | 89, 000 .49 | 33, 371 | 85 
1950 | 144,410 | — 300, 000 .48 | 122, 750 85 
1950 | RS, 300 | 132, 600 . 67 | 54,000 | 61 
1950 | 248, 367 | 468, 000 | .53 | 210, 600 R5 
1950 | 58, 410 | 75. 600 77 34, 020 | 5g 
19590 | 812.000} 972,000 | 53 | 344, 210 | 67 
1950 122, 500 | 330, 000 | sag 104, 000 | &5 
| 1950 5 133, 264 . 57 | 59, 968 79 
1950 94,000 | . 40 32, 070 &5 
} 1950 60. 160 | . 60 | 27, 072 75 
| 1950 | 40, 000 | 44 | 14, 875 85 
| 1951 | 144, 300 | 66 | 64, 935 68 
1952 | 144, 300 . 69 64, 935 | 65 
19°] 69, 000 | .32 16, 384 | &5 
rr | 1976 120, 840 | oy 21, 560 80 
Tansas 19°8 31, 888 | 130, 000 | 2h | 19, 140 60 
prea 4 ; 1955 | 40, 000 51, 840 | 77 32, 000 | 80 
: ; 196 | 40, 812 31, 500 | 1.30 32, 649 80 
30, 610 36, 000 | R45 18, 000 59 
| 1955 38, 000 | 43, 200 | " 88 30, 400 80 
1935 29, °78 40, 000 | . 74 23, 662 | 80 
1955 | 43,921 | 50, 090 | 88 | 35, 129 80 
lectastnmni nea SEER 31, 889 | 87, 780 . 36 | 23, 916 75 
NE - sings teste ares j | 1974 | 69, 479 81,000 | 86 | 34, 729 50 
Missouri... . 1953 24,391 | 88, 000 | 24 | 17, 827 73 
7 19°4 45, 162 92, 400 49 36, 129 80 
New Mexico-- Lee 19°70 ‘| 22, 223 | 109, 000 | 22 | 18, 889 | 85 
i bi BR aol 48, 991 | 229, 21M) 21 41,600 | 85 
North Dakota a Fi a 1953 | 40, 000 | 60, 000 | 67 | 27, 000 | 68 
| 1958 78, 500 65, 800 | 1.19 62, 800 | a 
reg s 1950 34, 030 63, 280 54 | 28, 476 
Pelt titre nt oor 1956 37, 500 | 40, 000 | 94 | 30, 000 | 80 
1958 83, 554 | 102, 240 R2 | 56, 500 68 
I 2 ke aa he a 1951 | 50, 400 | 98, 300 51 | 42,840 | 85 
" _ 1951 45, 987 R1, 252 . 57 36, 563 | 80 
| 1955 46, 000 | 64, 000 724 36, 800 | 80 


See footnotes at end of table, p. 1743. 
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Applications for farm storage facility loans approved by state in the’ Washington 











office from July 1, 1949, through Fec. 28, 1959—Continued 
Date 
ofap | Total cost Bushel Average | Amount Percent 
State proval | of facility capacity | cost per of loan ! of loan 
(fiscal bushel to cost 
year) 
NN Os ceahnibiuseseeddhows 1949 $34, 000 80, 000 $0. 43 $25, 000 7 
1950 30, 149 60, 000 . 50 25, 500 &5 
1954 60, 000 138, 000 . 43 48, 000 80 
1954 | 76, 800 128, 000 . 60 57, 600 75 
| 1954 48, 000 86, 000 . 56 38, 400 80 
1954 42,000 | 70, 000 . 60 31, 500 75 
1954 60, 000 100, 000 | . 60 45, 000 7 
1954 | 21, 000 37, 500 . 56 16, 875 80 
1954 35, 485 65, 000 . 55 28, 388 80 
| 1955 | 50, 000 86, 000 . 58 40, 000 80 
1956 135, 000 | 170, 000 .79 108, 320 80 
{ 

















! Maximum amount to be loaned on a farm storage facility: 

June 15, 1949, to Jan. 6, 1952: The maximum amount to be loaned shall be 45 cents per bushel of capacity, 
provided such maximum amount shall not exceed 85 percent of the cost incurred. 

Jan. 7, 1952, to May 26, 1954: The maximum amount to be loaned shall be 45 cents per bushel of capacity, 
provided that such maximum amount shall not exceed 80 percent of the cost incurred. 

May 26, 1954, to present: The maximum amount to be loaned shall not exceed 80 percent of the cost 
incurred. 


Farm storage facility loans made and storage guarantee and occupancy agreements 
from inception through Jan. 31, 1959 

















| 

Farm storage facility loans made ! Storage guarantee 

fe eieiccee Roltanmea este Lon ed __| and occupancy 

agreements ?— 

Fiscal years | Average loan | bushel capacity 
Bushel | Amount | per bushel | covered by active 

capacity | capacity agreements at 
end of fiscal year 

Sedna | bpd ‘ _|— 

1949 ASS ee ee tl 4,000 | $1, 095 $0. 274 |___- pa re ae 
a ae ee | 46, 951, 762 } 12, 677, 130 82, 000, 000 
1951 ic slnucuulbcadcabmenowoaetr: | $7,629, 437 | 10, 545, 154 | 9%, 000, 000 
1952 , ; dct in lai be pkibbiiad --| 38,048, 980 | 11, 370, 826 76, 000, 000 
1953____ Sa Sbah Gan beemenae | 22, 867, 873 | 6, 856, 840 26, 000, 000 
1954 cade Gach Bk cleans, jd anclttaticne cat 46, 027, 841 | 13, 259, 684 | 31, 000, 000 
1955 2 eae a oe 70, 886, 662 19, 421, 657 170, 000, 000 
1956 a ied ; : i idee | 26, 324, 185 | 7, 310, 549 | 181, 000, 000 
1957 _. Dita aia sonia tee ims | 27,757, 267 | 7, 062, 170 180, 000, 000 
RT Bas Se Bee Se REE sakene : 30, 058, 868 | 8, 014, 833 | 175, 000, 000 
1959 through Jan. 31......-- Lid it biedaonell | 52, 876, 298 13, 991, 651 | 162, 900, 000 
NNN cenivicnca kudcaend eae sol 399, 433,173 | 110, 511, 589 gM "cep insttatnisieitpa waatal 


! Maximum amount to be loaned on a farm storage facility: 

June 15, 1949, to Jan. 6, 1952: The maximum amount to be loaned shall be 45 cents per bushel of capacity, 
provided such maximum amount shall not exceed 85 percent of the cost incurred. 

Jan. 7, 1952, to May 26, 1954: The maximum amount to be loaned shall be 45 cents per bushel of capacity, 
provided that such maximum amount shall not exceed 80 percent of the cost incurred. 
. May 26, 1954, to present: The maximum amount to be loaned shall not exceed 80 percent of the cost 
neurred. 

2 Since inception of the program approximately $1,329,000 has been paid, or established as accruals or 
accounts payable under these agreements as a result of unutilized space. 


(Additional information on the “Farm Storage Facility Loan 
Handbook” will be found in the appendix on p. 2276.) 


STORAGE REQUIREMENTS 


Mr. Brercrer. Let me say that we have at the present time from the 
surveys we have been making on what storage we need made a deter- 
mination that we need something in the neighborhood of 200 million 
additional bushels of storage to take care of the 1958 crop. The 
trade has said that they will build that. I am so afraid that if we 
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begin to get information out that there is interest in Congress or by 
us at the present time in reducing storage rates that we are not going 
to get it built; instead, we are going to be buying Government bins 
and putting the grain in them, ‘and that I do not believe you are in 
favor of. 

Mr. Wuirren. I have never been in favor of putting the storage 
people out of business. On the other hand, we worked very hard 
for a number of years before this administration came in on this 
problem, and I think it much more sound for the Government to build 
its own bins and save money and own the bins for resale than to give 
a man the same money and he has the bin for nothing. 

I insisted on the Government retaining the right ‘to build bins and 
telling the warehousemen who want to hold the Government up for 
rates that “if you will take it at reasonable rates you can have it, and 
if you do not do it we are going to put up Government storage. And 
if you do not do that you are at the point of being held up by the 
storage group. That is normal business. I do not indict them any 
more than any other group. But you have to keep the right to build 
Government storage and exercise it, else you will be paying out a 
world of money. 

Mr. McLarty. This is why we have almost 1 billion bushels of CCC- 
owned space. The other reason is that industry when we bought 
storage space would not furnish the space and we were forced in the 
Burrus case to even put stuff on the ground, as you well remember. 

Mr. Wurrren. I am trying in this instance to tell you to exercise 
your judgment and discretion, but there are worse things than build- 
ing Government storage. A worse thing is to let somebody hold you 
up in rates where you build his facility and he owns it and you do not 
hold anything. Other things being equal, I am in favor of using 
private storage. 7 if they do not have the storage and somebody 
Is going to build it, I do not think that you do a whole lot for the 
Government if you pay him enough so that he will end up owning it in 
a year’s time. I am just showing the extremes to which it can be 
carried in that direction. 

Mr. McLarn. I think that there are two ways we could have gone. 
We could have continued the policy followed when we came in . and 
we would probably have owned 3 to 4 billions bushels of space all over 
this country. We did not think the charter act permitted us to do that 
because it said to use the facilities of the trade. That is what. the 
intent was. We did encourage private warehousemen to make an 
occupancy agreement with the quick tax writeoff in order to get them 
out of the position of saying they were afraid to build because they 
did not know next week or next year whether we were going to need 
the space or not. We had a few emergencies, as you know. We used 
the ships. We used Burrus facilities for almost 50 millions of space. 
We, as Mr. Berger, has indicated, have gotten industry in the past 2 or 
3 years to take hold of this thing and take care of it. Now we are 
faced, as he pointed out, with the problem right now where we are 
going with 200 million bushels of grain at this coming takeover time. 
T have been concerned about this myself. I do not disagree with the 
idea at all that we ought to get this storage as economically as we 

can get it. We are at “the ver y moment in the process of reviewing 
before our Advisory Committee, and also will later before our Com- 
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modity Credit Corporation Board, whether it will be wise to move into 
a renegotiation proposition here between now and July 1, or whether 
it would not be, Mr. Berger has indicated we feel if we do move into 
it, there is a good chance we might be forced to buy more bins. 

Mr. Wuirren. I am going to say right here and now if we do let 
them set the storage rates for ‘the Government 

Mr. McLain. T) hey did not set them. 

Mr. Wuirren. The best thing to do is to make them a decent prop- 
osition. If they do not accept it, then the Government will do it. 
Iam willing to give them even a little edge, but not a whole lot. 

Mr. McLary. I will say this, in the two renegotiations in which I 
have participated in the last 6 y ears, and they “have been moderate, 
they got nowhere near what ise asked for. 

Mr. Wurrren. I used to practice law and alw: ays sued for four or 
five times what I thought I could get. That is hardly a good 
criterion. 

Mr. McLarn. All I am saying is that they did not think it was so 
attractive that they jumped in and overbuilt. 

Mr. Wurrren. I am trying to protect you. If you have to protect 
the Government by building the storage, do it. Give them every 
chance, but make it upon a reasonable basis. 

Mr. Bere ER. That is what we have been doing. 

Mr. Wuirren. Every dollar that you pay out in storage, railroads, 
transportation, and so forth, rebate on cotton, is just so much ex- 
pense, and the Secretary gets on the Dave Garroway show and says, 

“Look at the cost of the farm program.” So the more you pay out to 
the middleman the more weight you give to the argument of the 
Secretary. It is his privilege. But I just need to have the facts to 
see how much is going to some favorites, that he is charging up to the 
farmer when the farmer is not getting it. That is what I am trying 
to get in here. 

Mr. McLarty. I do not want the record to show we have any desire 
to be paying anybody any more than what is necessary to get the 
job done. 

Mr. Wuirren. That is right, but as long as you indicate that you 
do not want to build Government storage, as the record tends to 
show, and let them know you feel strong enough about it, you play 
right into their hands. 

Mr. Bercer. All I am trying to illustrate is that we are not in a 
good bargaining position when we need so much additional storage. 
We are not in a good bargaining position. 

Mr. Wuirren. If you “had kept cotton selling competitively all 
this year you would have had a number of millions of dollars which 
you could have used. And you would have had some warehouses 
empty. So involved in this is the competitive price thing. 


SOURCE OF COMMODITY CREDIT CORPORATION FUND 


Now, the Commodity Credit Corporation operates by reason of 
borrowing money from the Treasury under authority granted by the 
Congress “for you to make loans, or incur obligations, or purchases 
up to the present level of $14.5 billion. 

Your source of funds is those you borrow from the Treasury and 
that is in line with the overall authority granted by the Congress, 
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which is now $14.5 billion, plus such sums as you obtain from the re- 
sale of these commodities in world trade. Thus, if you were to sel] 
commodities you would have in addition to what you might borrow 
from the Treasury funds from the commodities you sold. If, per- 
chance, and we know you cannot, you could sell all the eminent 
you have for the money that you have in them, you would have that 
money on which to run without further increasing your borrowing 
from the Treasury. We recognize at this point you cannot do that, 
but to the point that you can do it, that eases your financial situ: ition 
tothatextent. Lamr ight 3 in that ? 

Mr. McLaty. That is right. 

Mr. Wuirren. Gentlemen, it is a quarter to five. I am ready to 
pass the witness, but you might prefer that we start anew tomorrow. 

We shall recess until tomorrow at 1 o'clock. 


Wepnespay, Marcu 11, 1959. 
PRICE SUPPORT LEVELS 


Mr. Wuirren. Mr. McLain, yesterday I asked for certain informa- 
tion with regard to the price support levels. At that same point in 
the record I would like to have the reductions in price support levels 
for the present year as announced by the Secretary and I would like 
it broken down by basic commodities and nonbasic commodities, 
under which I would like you to show whether they are mandatory 
or nonmandatory. 

Then I would like to have additional tables showing what the 
change in points was as a result of the 314 percent change in the 
parity index of the Secretary. 

(The material requested will be found on p. 1698.) 


COTTON CLASSIFICATION 


Mr. Wuirren. Now, also at this point in the record I would like 
to enclose the report that we requested last year of the Department 
in connection with cotton classing. That will be inserted in the record 
at this point. 

(The information referred to follows :) 


Report ON CoTrron STANDARDIZATION AND CLASSIFICATION SUBMITTED BY 
THE U.S. DEPARTMENT OF AGRICULTURE 


This report is submitted to the Committee on Appropriations, House of Repre- 
sentatives, in reply to the following excerpt from page 22 of the Committee’s 
Report No. 1584 on the Department of Agriculture and Farm Credit Administra- 
tion appropriation bill, 1959: 

“Testimony before the committee indicates that significant improvements are 
being made in equipment for cleaning, bleaching, and other operations of the 
textile industry, which change the relative values in the use of various cottons. 
In view of this development, it is believed that a change in the cotton classing 
standards of the Department might be in order. Therefore, the committee re- 
quests that the Department conduct a special study during the next year on this 
subject and be prepared to make recommendations at the next session of 
Congress.” 

The official standards are the basis for all the Department’s cotton classing pro- 
grams. The use of these classing programs has greatly expanded in recent years. 
For the past 2 fiscal years total classing by Department employees has averaged 
more than 20 million samples annually, compared to an average of less than 8 
million for the 5 fiseal years 1945-49. Between 85 and 90 percent of the crop is 
now being classed under the Smith-Doxey Act, which provides classification for 
cotton producers without charge. Fee classing for the public has more than quad- 
rupled in recent years and exceeded 9.5 million samples in each of the last 2 fiscal 
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years. In view of this tremendous volume of classing, it is not surprising that the 
standards are subject to occasional criticism. Factors other than the adequacy 
of the standards need to be considered, however, in evaluating such criticism. 

Since the parties criticizing the official standards often have a financial interest 
in the classing concerned, the objectivity of some criticism may be open to serious 
question. Criticism from one source is often diametrically opposed to criticism 
from another source, on the same service or transaction. Furthermore, some of 
this criticism is due to the fact that the entire cotton trade is very well informed 
today concerning grade, staple, and price. This increased use of the Department’s 
cotton marketing services is illustrated by the fact that the distribution of cotton 
grade standards has increased from 3,936 in the 19538 fiscal year to 8,534 in the 
1958 fiscal year. 

PROBLEMS IN COTTON CLASSING 


Cotton classing is a subjective skill, since it is based upon human perception. 
Perfect accuracy and complete uniformity cannot be attained. In addition to the 
human element, the nature of the commodity itself limits the accuracy of classing. 
The variability of cotton within a single bale is much greater than is generally 
known. Fibers from bolls produced on different parts of a single cotton plant 
develop at different times under different environmental conditions. As a result, 
they vary considerably in physical properties. Frequently the cotton bale is made 
up of cotton from different parts of a field, often a number of varieties, harvested 
at different times and under varying conditions. Under present ginning practices 
a bale often contains some cotton from the bale ginned previous to it. 

Studies by the Department show conclusively that the color of cotton changes 
during storage. It is not unusual for cotton classed as White when put into 
storage to be Spotted, or sometimes Tinged, when withdrawn from storage. 

The Department often classes the same bale of cotton more than one time under 
its various programs. Different samples are usually provided for each classifica- 
tion. Coinsidering the variability within a bale, possible sampling errors, and 
changes in quality within the bale during storage, it should be expected that 
different classifications are sometimes assigned to the same bale. 

Even with the limitations imposed by the human element and the nature of 
the commodity, cotton classing according to the official standards has proved 
through the years to be a practical and invaluable tool in cotton marketing. 
The increasing use of the Department’s classing services in recent years has 
emphasized the importance of insuring that the official standards provide a 
realistic measure of cotton quality, and that all classing is performed strictly 
according to the standards. 


FACTORS DETERMINING THE GRADE OF COTTON 


Grade of cotton, in terms of the official standards, is determined by three fac- 
tors: color, leaf, and preparation. Both major and minor color differences are 
recognized. Major color differences are those related to the degree of yellow- 
hess, resulting in the color groups called White, Spotted, Tinged, and Yellow 
Stained. Gray grades are not a separate color group but instead they specify 
certain combinations of color and leaf within the White grades. Minor color 
differences relate to the degree of lightness or darkness of grades in the same 
color group. 

Leaf is a term used to describe dried and broken plant foliage. Other trash 
and foreign matter are sometimes found in ginned cotton. Among these are 
stems, hulls, bark, whole seeds, parts of seeds, seed coat fragments, motes, grass, 
sand, oil, and dust. Leaf and trash vary in quantity through each of the grades, 
increasing from the high grades in which there is little, to the lower grades in 
which the proportion becomes comparatively large. 

Preparation is a term used to describe the degree of smoothness or roughness 
With which cotton is ginned, and the resulting tangled knots or matted fibers in 
the ginned lint. The relative amount of these knotted or matted fibers, generally 
known in the cotton trade as neps and naps, increases from high to low grades. 

Each official grade represents a particular combination of color, leaf, and 
preparation. When a sample is classed in which all three factors match those 
in one of the official grades, that grade is assigned to the sample. When a sample 
is classed in which all grade factors do not match those of the same grade, the 
classification is determined by applying a rule contained in the official standards 
for averaging the grade factors. This rule for averaging grade factors provides 
that the grade assigned shall never be more than one grade higher than the grade 
Classification of the color or leaf factor contained in a sample. 
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CHANGES IN GRADE FACTORS CAUSED BY MECHANIZATION 


In response to the committee’s request, the Department has discussed equip 
ment for cleaning, bleaching, and other textile operations with officials of cotton 
mills in this country and with representatives of foreign mills affiliated with 
signatories to the universal cotton standards agreement. These officials are not 
aware of any improvements in this equipment which would require a change 
in the official standards. 

The Department has also conducted a special study of the 1958-59 crop to 
determine the adequacy of the current oflicial standards for grade. This study, 
as well as opinions obtained from producers, shippers, and mill interests, con- 
firms the fact that changes made in recent years in harvesting and ginning prac- 
tices have caused a gradual change in the relationship of the color, leaf, and prep- 
aration factors of grade. ‘The principal change has been a decrease in leaf and 
trash content, undoubtedly caused by increased cleaning of cotton at the gin. 

The average nonlint content of all White grades found in the 1958 study was 
approximately 46 percent less than the average found in a 1947 study. On the 
average, the leaf factor of every grade in the 1958 study was at least one grade 
higher than the color factor, according to the current official standards. This 
means that it is becoming increasingly difficult to find bales for the grade stand- 
ards in which the color, leaf, and preparation are all of the same grade. It 
also means that the classification of an increasing percentage of the crop must 
be determined by averaging the grade factors, since these fatcors do not match 
a single official standard. A more precise description of cotton quality is gen- 
erally provided when all of the factors contained in a sample match those of a 
single official standard. 

The use of mechanical harvesting equipment for cotton has greatly increased 
in recent years. Cotton picked by mechanical harvesting equipment normally 
earries more leaf and other trash than handpicked cotton. The ginning industry 
has met this problem by greatly increasing the use of lint cleaners. A survey 
of all gins during the 1956-57 season indicated that approximately 51 percent 
of the total 6,836 gins had 1 or more lint cleaners. Current data indicates that 
approximately 66 percent of the 6,473 gins have 1 or more lint cleaners. The 
use of overhead cleaning equipment has also increased. 

In some cases the use of elaborate cleaning equipment results in cotton with 
a leaf factor from one to three grades higher than the color factor. Use of 
elaborate cleaning equipment tends also to reduce the number of Light Spotted 
bales hy diffusing the light spots. 

Use of drying equipment, to reduce the moisture content of seed cotton before 
the ginning process, has also been greatly expanded in recent years. Approxi- 
mately 86 percent of the gins in the United States had seen cotton driers in 
1958. The increased use of drying equipment has decreased the number of 
bales which must be reduced in grade because of rongh preparation, since high- 
moisture content in seed cotton is a principal cause of rough ginning. 

A number of tests have shown that the use of additional overhead cleaning 
equipment, reduction in lint moisture, and the use of lint cleaners substantially 
improve the grade of cotton. However, the effects upon cotton quality of these 
changes in ginning technology are not all beneficial. The Department is con- 
ducting a continuing study on the effects of cleaning and drying practices at 
gins on fiber properties ad mill performance of cotton. Tentative results from 
this study indicate that the misuse of cleaning and drving equipment may re- 
sult in quality changes in cotton which ean significantly increase the cost of 
processing at the mill. Among these quality changes are reduction in staple 
leneth. an increase in the number of short fibers, slightly lower varn appear- 
ance, slightly lower yarn strength, more neps in card web, and an increase in 
ends-down in spinning. 


UNIVERSAL COTTON STANDARDS AGREEMENT 


The Denartment is authorized by the U.S. Cotton Standards Act to effectuate 
agreements with cotton associations, exchanges, and other cotton organizations 
in foreign countries to establish universal standards for cotton classification. 
Pursuant to this authority, the universal cotton standards agreement has heen 
in effect since 1923 between the Department and leading foreign cotton associa- 
tions. These associations agree to make the grade standards for unland cotton 
the basis of all their contracts in which grades are specified for the purchase 
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and sale of U.S. upland cotton. The Department is required by the agreement 
to submit any proposed changes or revisions of the universal standards to a con- 
ference of the foreign signatories. Representatives of producer, shipper, and mill 
interests in this country participate in these conferences and also in the pre- 
liminary work leading up to proposed changes or revisions in the standards. 


UNIVERSAL 





COTTON STANDARDS CONFERENCE 


The standardization and classification problems resulting from recent changes 
in harvesting and ginning technology will be presented to the Universal Cotton 
Standards Conference scheduled for Washington in May 1959. The desira- 
bility of changing the relationship between grade factors in the universal 
standards so that they will more nearly match current production will be 
thoroughly discussed with both domestic and foreign interests present at that 
Conference. The Department also plans to discuss changes in the terms and 
rules used in classification according to the universal standards. This discus- 
sion may include the desirability of designating grade factors separately, rather 
than combining them into a single designation for grade. 

The wide price differentials in recent years between White and Spotted grades 
have encouraged many mills to use more Spotted cotton, and one specific point 
to be discussed at the Conference is whether to make Spotted grades official 
physical standards and Light Spotted grades official descriptive standards. In 
view of the increasing variation between the color and leaf factors of grade, con- 


sideration will be given to making Plus grades and Light Gray grades official 
descriptive standards. 


LIMITATIONS ON USE OF LABORATORY MEASUREMENTS OF COTTON QUALITY 


The Department was a pioneer in the development of laboratory methods for 
measuring cotton quality. Department personnel were instrumental in develop- 
ing the fiber array method for length measurement, an automatic self-standardiz- 
ing colorimeter for determining coior values in raw cotton, small-scale spinning 
and finishing tests, a raw stock cotton blender, and the Causticaire method for 
determining fiber maturity and fineness. These and other laboratory methods 
for measuring cotton quality are extensively used by the Department, partic- 
warly in its standardization program. Every bale of cotton purchased for 
the standards is subjected to extensive testing before its use is finally approved. 
In their present stage of development, these methods can only serve to supple- 
ment grade and staple length classification in the marketing of the millions of 
bales produced each year. However, the Department is constantly striving to 
develop more objective and better measures of cotton quality, and to make 
practical use of them. 

The cotton industry has recognized through the years that grade and staple 
length are only approximations of the total spinning utility of cotton. No labora- 
tory measurements designed to measure specific fiber characteristics, whether 
of grade or staple or any other of the many fiber qualities susceptible to measure- 
ment, have yet developed to the point that they show promise of replacing the 
cotton classer in the near future. Cotton is still marketed on the basis of grade 
and staple length, even by the staunchest advocates of a more objective method 
of quality description. The Department is not aware of any studies which show 
that grade and staple length classification are less significant today than in the 
past. 

NEED FOR FURTHER CONSULTATION WITH COTTON INDUSTRY 


We have reviewed here some of the recent developments and problems in our 
cotton standards program and some of the findings we intend to present to the 
1959 Universal Cotton Standards Conference. In the development of new or 
revised standards we attempt to work for the best interests of all groups con- 
cerned—producers, shippers, mills, and the foreign signatories to the universal 
cotton standards agreement. Our primary aim is to make standards which can be 
a basis for precise understanding between buyers and sellers of cotton. To this 
end the advice and assistance of the best informed persons in the industry are 
diligently sought and extensively used. If the cotton standards are to continue 
to serve a useful purpose, they must be generally acceptable to persons who use 
them in their day-to-day operations. While we realize that unanimity of opinion 
on cotton standards is difficult if not impossible to attain, our efforts are con- 
stantly directed toward that objective. After we have presented our findings to 
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the 1959 Conference and have gained the benefit of the views and recommenda- 
tions of all interested groups we will be in a much stronger position to chart our 
standards work for the next several years. 

Mr. Wurrren. Also, I have here a statement made to me orally by 
C. S. Kauffman & Associates. I requested that it be put in writing. 
The letter speaks for itself and I would like to include it in the record 
at this point. I would like to ask you for your reply for the record, 

(The letter and reply from the Department will be found in the 
appendix on p. 2288.) 

Mr. Wuirren. It has to do with the price support levels on flour 
and the byproducts of flour. It is their contention that, by giving the 
same import subsidy on the clears, I believe it is called, it disrupts 
the local market on clears. 

They also claim that folks in your Commodity Stabilization Serv- 
ice are in accord with their views, but hesitate to take issue with the 
milling interests. As to that, you can express yourself in the record 
as to what the facts are, but this will give you clearly what we have in 
mind, and I would like to have a reply to that. 

Now, we also have had other serious complaints made to me as chair- 
man of the committee. I will place in the record a letter which was 
addressed to the Secretary of Agriculture on August 22, 1958, and 
will ask you to reply to it for the record. 

(The documents will be found in the appendix on p. 2310.) 

Mr. Wuirten. I particularly cal] attention to listing No. 4 in which 
it says that U.S. processors have found it necessary in recent years to 
temporarily arrange for historic U.S. markets to be supplied from 
Europe. Apparently the trade is in dry whole milk and evaporated 
milk. In order to hold their foreign markets, which normally are 
supplied by the United States, because of a failure to make our milk 
available to them, they are keeping their business by buying their 
milk from foreign countries and delivering it here. 

I would like to know the story there as to what we may expect in 
the way of direction. 

NAVAL STORES 


Mr. McLarty. We will be glad to do that because we are competing 
in the world market on dairy products. 

Mr. Wurrren. Now, through several years I have had folks from 
the southern part of the United States tell me that the Department 
has insisted upon offering naval stores in world trade on a competi- 
tive bid basis, claiming that they were having to do that at the insist- 
ence of this subcommittee. 

I would like to say here that our insistence upon competitive sales 
has been on the basis that we do it to the point of retaining our normal 
share of the world market. Never have I insisted on competitive 
sales when it wasn’t necessary to regain our normal markets, or where 
the supply on hand was not of sufficient quantity to be designated 
as surplus. 

Now, information has been supplied to me from the Department’s 
figures, showing that the holdings of the Federal Government of naval 
stores is less than a 4-month supply, and that the amount in the hands 
of the Government is continuing to go down each year. It shows fur- 
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ther that, in all your price supports on naval stores, you haven’t lost 
any money. 

Mr. McLain. This last isn’t quite accurate. 

Mr. Wuirren. As I say, they were representations to me. We 
will be glad to have the true facts on that. But I would like to say 
again that my insistence on competitive sales has been limited to 
where we are not retaining our fair share of historical markets. And 
never have I insisted on competitive sales of commodities that we 
might conceivably need as an adequate reserve. Whatever decision 
your Department makes would be made on your own responsibility 
here. The facts as presented to me leave it where I don’t see any 
immediate necessity for breaking the markets, to so speak, in that 
field. 

Now, that is based on the facts as represented to me, and as I under- 
stand them. If I don’t have all the facts or if there are other circum- 
stances that enter into it, we will be glad to have you give that full 
story in the record. 

Mr. McLain. Allright. We will be glad to. 

(The information referred to follows:) 


Gum naval stores price support operations, involving disbursement of nearly 
$129 million, date from 1934 and have been continuous since 19388. 

Quantities loaned upon or purchased during 1934-47, aggregating 974,066 
barrels (50 gallons each) of turpentine and 3,018,829 drums (520 pounds each) 
of rosin were completely and advantageously liquidated by 1947. 

The support programs from 1948 through 1958 involved loans on 260,612 barrels 
of turpentine and 1,403,200 drums of rosin, of which all but 12,772 barrels tur- 
pentine and 506,000 drums rosin have been liquidated, either by borrower re- 
demptions or sales by CCC. CCC sales of 160,639 barrels turpentine and 674,084 
drums rosin, made at announced prices equalling or above the statutory minimum 
price, accounted for all but 39,842 drums of rosin which were sold at competitive 
bids (6,155 drums in first 3 months of 1956 and 33,687 drums during first 4 
months of 1957). 

CCC’s current sales program began in November 1954. Since then unredeemed 
stock acquisitions have amounted to 4,216 barrels turpentine and 35,656 drums 
rosin from the 1957 program, approximating the competitive bid sales made 
in. 1957. 

Current CCC stocks (12,000 barrels turpentine and 506,000 drums rosin) rep- 
resent about 80 percent of total domestic supply of rosin and 9 percent for 
turpentine; and are at the lowest point since 1951, following sales by CCC of 
nearly 500,000 drums rosin and 58,000 barrels turpentine during the year after 
the Korean war outbreak. CCC’s present stocks compare with annual dis- 
appearance of all types of naval stores, including exports, of 640,000 barrels tur- 
pentine and 2 million drums rosin. The current market value of these stocks 
is substantially in excess of CCC’s investment, more than offsetting a cumulative 
loss of less than $1 million over the entire series of operations, 1934—58. 

U.S. production of naval stores accounts for about 50 percent of world pro- 
duction. In the export market the United States has been and. is a residual 
supplier. Since World War II, U.S. exports of rosin and turpentine have aver- 
aged 29 and 17 percent respectively, of overall disappearance. Rosin exports 
have been relatively well maintained during the past 2 crop years ending April 
1, 1959. U.S. turpentine exports now are of little importance because steadily 
increasing domestic consumption nearly equals production. The attached tabu- 
lation shows the volume of rosin and turpentine exports and the percentage of 
total disappearance during the postwar years 1946 through 1958. 


U.S. rosin and turpentine export volume and as a percent of total disappearance, 
crop years beginning Apr. 1, 1946-58 





Rosin exports 


Turpentine exports 





Percent of 
Drums! | total dis- 


appearance | 


—— a 


Percent of 
Barrels? | total dis- 


appearance 

















beeen 23S 5 501, 447 | 27 | 104, 958 | 18 
Sh eakitienenaeeseen | 591, 556 | 31 93, 644 | 17 
ciate cai aceacinnie a oNineae ee 502, 277 | 29 | 116, 684 | 18 
Rose ee 562, 025 | 32 55, 554 | 22 
Ni a ie nila anton niegeiarent ae 941, 273 | 37 208, 464 | 6 
1951_..- eae JEcnsnarceabiacoct 571, 701 30 | 110, 505 | 17 
ES a ois oicaeipice 356, 639 | 22 | 82, 157 | 15 
Re eaadence tee : 516, 450 28 87, 950 | 15 
Sree Sei a te te ; 667, 310 34 | 115, 860 | 18 
WN race cic ona Sebo Gcie ese + <caneenas: 551, 689 | 27 101, 964 | 15 
1956 : veceeecka 604,010 | 30 | 125, 150 | 18 
1957 —— ; dos | 544, 360 | 29 | 79, 460 122 





1958 (estimated) _- a ‘ 500, 000 27 68, 000 ll 


1 520 pounds net. 
3 50 gallons each. 


Mr. McLain. There is another side to it. There isn’t a major 
problem. Naturally like some of the other groups, they don’t like to 
have us disrupt the market, and of course we continually 

Mr. Wuirren. Of course, my reply to the gentleman that came 
to me was that it is a shame they don’t follow my advice in other 
fields to that extent. If so, we would have much fewer probiems. 

Mr. McLain. Well, I don’t think it was put on that basis. I think 
it was put on the basis of what the law said, Mr. Whitten. 

Mr. Wuirren. There is no compulsory law with regard to any- 
thing except cotton, as I understand it. However, you are charged 
with responsibility of protecting the Commodity Credit Corpora- 
tion generally, and if you are paying storage on commodities that 
you reasonably shouldn’t, I think you have a normal obligation of 
protecting business and protecting the taxpayer. I readily agree with 
that. 

Mr. McLain. We have gotten along pretty well with them and 
have had little complaint from them. I am surprised this kind of a 
report got to you. 

Mr. Wuitren. Now we come back to some other information which 
I would like to have, and that is, I would like a listing of the com- 
modities which you no longer have on a truly competitive bid basis. 





COMPETITIVE BASIS OF DAIRY PRODUCTS 


Mr. McLarn. No longer 

Mr. Wurrren. That you no longer have on a truly competitive bid 
basis or a truly competitive basis under the payment-in-kind pro- 
gram. I have reference here to reports that come to me that you no 
longer keep your dairy products on a truly competitive basis. 
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Mr. McLarn. Do you have any evidence of that? This has just 
been reviewed twice within the past few months and 

Mr. Wurrren. My information came, frunkly, from within the 
Department, that we were giving away these normally American 
markets for this dry milk and other milk. 

Well, at any rate, I raise the question and we will be glad to have 
what the facts are in the record. 

Mr. McLain. All right. 

(The information referred to follows :) 





The following commodities were in CCC inventory as of February 25, 1959: 


Cotton: Oils and peanuts: 
Upland Cottonseed oil: 
Extra long staple Crude 

Dairy : Refined 
3utter Tung oil 
Cheese Peanuts, No. 2 shelled 
Milk, dried Naval stores: 

Grains and feeds: Rosin 
Wheat Turpentine 
Corn Tobacco: Burley 
Barley 
Oats 
Grain sorghums 
Rye 
Rice: 

Rough 
Milled 
Flaxseed 


Soybeans 
All of the above commodities are competitive in world markets except extra 
long staple cotton, soybeans, and flaxseed. 


Extra long staple cotton is not sold for less than the higher of 105 percent 


of the current support price, plus reasonable carrying charges, or the market 
price. 

CCC offers soybeans for export or domestic crushing at the market price basis 
in store but not less than the 1957 basic loan rate for No. 2 grade, at point 
of production plus 5 cents per bushel for quality adjustment. 

Sales of California flaxseed for domestic crushing or export in March are 
made at the 1958 support rate plus 3 cents per bushel. From April through 
July, sales will be made at the higher of the domestic market price or the 1958 
support rate. 


As of February 1, for the first time since 1956, dairy products were made 
competitive in foreign markets. 

Mr. Wurrren. You might make an oral statement. 

Mr. McLain. Mr. Dean has followed this very closely. Would 
you like to make a comment, John ? 

Mr. Dean. Yes; I would like to. 

Since 1956 and until the Ist of February 1959, our dairy products 
for sale for export were at fixed prices. The sales policy on dairy 
products is outlined in our monthly sales report that comes to Con- 
gress each month. In February 1959 the dairy prices for export re- 
main at a fixed level but are in line with world market prices for 
dairy products. 

Mr. Wuirren. Mr. Dean, I don’t buy that completely as being 
competitive, Cotton, for instance, you are offering at 414 cents higher 
than the foreign countries. If you were to reduce that to 21% cents 
above foreign countries, you won’t have done anything except make 
those stores look a little better. You won’t have sold any cotton. So 











the way you express it doesn’t convey to me that you are staying 
I want to see what you are selling. 


competitive. 
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Now, 


see whether the prices are competitive is to see whether you sell 


anything. 
Mr. Dean. Lagree. 
Mr. Wairren. 


If you lower prices gradually as others go down, 


but are not able to reach the point of selling, you are not competitive. 
So I would just like to see in the record in connection with this the 


volume th: at you are selling. 
So again, 
will back me 


Mr. Dean. Mr. 
statement 
cotton subsidy program beginning 
under review. 


Whitten, our 


insof: ras I am concerned 


and I hope the subcommittee 


we are going to make our judgment as to whether you 
are competitive by whether you sell. 

dairy 
have not changed since 1956. 


prices—as I just made the 
Every month, just like the 


August 1, prices for export will be 


We announce our prices ‘he first day of each month 


and if necessary to be competitive adjustments will be made. 


Mr. Wuirren. 
moving— 

Mr. Dran. Yes, sir. 
February 1959. 

Mr. Wuirren. That is fine. 
tion in the record at this point. 


And changes will be made for the purpose of 
The export price for milk was adjusted in 


We will be glad to have that informa- 


(The information referred to follows :) 


The CCC export price for milk since 1956 was 9 cents per 
was not changed irrespective of the change in market conditions. 


1959, the CCC 
per pound. 
dairy-producing countries. 


pound. This price 


In February 


export sales price for milk was reduced from 9 cents to 7 cents 
This price is competitive with the price for milk for export in other 


GAO REPORTS ON CSS 


Mr. Wuirren. My attention has been called to the findings of the 


General Accounting Office in 


Stabilization Service. 


connection 
I would like to include these in the record, with 


with the Commodity 


the request that a reply be inserted by the Department. 
(The information referred to follows :) 


GAO FINDING 





Failure to file claims against carriers 
before erpiration of contractual or 
statutory limitations 


At June 30, 1957, there were 11 loss 
and damage Claims against carriers to- 
taling $50,885, and 166 overcharge 
claims totaling $16,039 in the rejected 
claim file of the Chicago commodity of- 
fice because the commodity office sub- 
mitted the claims to the carriers after 
the expiration of the contractual lim- 
itation period of 9 months for loss and 
damage claifns and the statutory lim- 
itation period of 2 years for overcharge 
claims. Although many of these claims 


GAO FINDINGS AND DEPARTMENT OF 


(Report of January 30, 1959, to House Committee on Appropriations) 





AGRICULTURE COMMENT 







DEPARTMENT COMMENT 


The Chicago office (now Evanston, 
Ill.) has strengthened its staff and its 
procedures for handling freight claims. 
A new car-by-car procedure with elec- 
tronic equipment develops the records 
on which loss and damage claims are 
based within a short period of time 
after shipment. Also, training program 
for rate clerks has been established 
Which has proven helpful and will con- 
tinue to prove to be more useful in the 
future as trainees gain experience. 
These improvements will prevent a repr 
etition of the deficiencies reported. 
The GAO was advised of these correc- 


the way to 
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GAO FINDING 


may eventually be collected either by 
suit or by offset against certificates is- 
sued by the General Accounting Office 
for amounts due the carriers, the fail- 
ure to file claims promptly causes undue 
delays in collection and additional ad- 
ministrative expenses. 

Previously, 755 rejected claims 
against carriers, amounting to $71,105, 
were removed from the accounts of 
Commodity Credit Corporation (CCC) 
as uncollectible and transferred for off- 
set against certificates issued by the 
General Accounting Office for amounts 
due carriers on bills which are more 
than 6 years old. All these claims had 
been rejected by carriers because the 
commodity office did not file them with- 
in the prescribed time limitations. 

The agency has informed us that 
steps have been taken to prevent such 
delays in filing claims in the future. 


In-store sales were priced at less than 
prevailing local market prices 

In fiscal year 1957, the Minneapolis 
CSS commodity office sold—basis, in- 
store country warehouses — approxi- 
mately 9 million bushels of nonstorable 
corn plus a large quantity of emer- 
gency feed program corn to storing 
warehousemen at a “backed-off” ter- 
minal price. The “backed-off” termi- 
nal price was computed as the Min- 
neapolis or Sioux City cash corn price 
less the rail freight cost from country 
point to terminal and the terminal com- 
mission charges. The commodity of- 
fice was instructed to make this type 
of sale at the best price obtainable but 
at not less than the local market price. 
Officials of the commodity office in- 
formed us that, because of difficulty in 
obtaining information on local market 
prices, the “backed-off” terminal price 
was generally used. 

Our review of bin-site sales in Min- 
hesota and South Dakota disclosed nu- 
merous instances of corn sales at 
prices in excess of the “backed-off” 
terminal price. A review of June 1957 
Sales records of three Minnesota coun- 
try warehouses also disclosed that local 
prices exceeded the “backed-off” ter- 
min! price for No. 2 corn. 

We believe that the policy of the 
commodity office of selling in-store corn 
at the “backed-off” terminal price has 
resulted at times in sales being made 
at a price less than market price. The 
failure to secure the local market price 
may have resulted in significant losses 
to CCC, 

The agency 
extremely 


that it is 
establish local 


informed us 
difficult to 
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DEPARTMENT COMMENT 


tive actions in a letter from the Acting 
Administrator, CSS, dated July 23, 1958. 


The problem of securing the best 
price for nonstorable corn sold in coun- 
try position has been the subject of 
previous audit reports. Although we 
have revised our pricing methods, it is 
still extremely difficult to establish 1lo- 
cal market prices. The GAO audit re- 
port stated that a local market price is 
obtained occasionally. We attempt to 
obtain a local price indication on every 
in-store sale made for a quantity of one 
carlot or over. 












GAO FINDING 


market prices and that they attempt 
to obtain a local price indication on 
every in-store sale made for a quantity 
of one carlot or over. 


Excessive car storage and demurrage 
charges were incurred on shipments 
of commodities to port terminals 


The Dallas CSS commodity office esti- 
mated car storage and demurrage costs 
to be $30,000 during the 1956 fiscal year 
and $325,000 during the 1957 fiscal year. 
It estimated also that most of these 
costs were incurred on shipments of 
milled rice, wheat, and milo to Gulf 
ports. Large car storage and demur- 
rage charges on milled rice appear to 
have been caused principally by delays 
in arrival of vessels and charges for 
space on a railroad-operated pier at car 
storage and demurrage rates. On July 
5, 1957, instructions were changed to 
provide for delivery of milled rice f.o.b. 
cars or trucks at port, instead of f.a.s. 
vessel. Commodity office officials be- 
lieve that this change will eliminate 
most of the car storage charges on 
milied rice. 

The commodity office could not give 
any satisfactory reasons for the large 
amount of demurrage charges on ship- 
ments of grain to port. However, we 
believe that a general lack of coordina- 
tion between the commodity office and 
port elevators on the frequent and large 
shipments of grain may have been the 
principal cause of demurrage charges. 

The commodity office has adopted a 
procedure whereby shipments to a cer- 
tain elevator, which appeared to be a 
major trouble spot, will not be made 
until CCC receives from the elevator 
notification of available space in the 
warehouse. Also, an administrative po- 
sition has been created to coordinate 
movements of grain from inland ware- 
houses with availability of space at port 
warehouses, and a memorandum record 
of car storage and demurrage costs has 
heen established from which monthly 
reports of such costs will be furnished 
to management. 


Deficiencies in the administration of 
burley and flue-cured tobacco price- 
support and agricultural adjustment 
programs in certain counties in North 
Carolina and Tennessee 


In certain counties in North Carolina 
and Tennessee, administration of the 
burley and flue-cured tobacco price-sup- 
port and agricultural adjustment pro- 
grams was deficient. 
ciencies (1f 
tobacco 


The major defi- 
related to transfers of 
allotments, (2) handling of 
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GAO 
taken action to remedy the problems 
brought out in the audit findings: 

(1) Rice—On July 5, 1957, instrue- 
tions were changed to provide for de- 
livery of milled rice f.o.b. cars or trucks 


was informed that CSS had 


at port, instead of f.a.s. vessel. 
lieve that this change will eliminate 
most of the car storage charges on 
milled rice. 

(2) Grain—(a) The Dallas com- 
modity office has adopted a procedure 
whereby shipments to a certain eleva- 
tor, which appeared to be a major 
trouble spot, will not be made until CCC 
receives from the elevator notification 
of available space in the warehouse. 

(b) Also, an administrative position 
has been created to coordinate move- 
nents of grain from inland warehouses 
with availability of space at port ware- 
houses, and a memorandum record of 
car storage and demurrage costs has 
been established from which monthly 
reports of such costs will be furnished 
to management. 


We be- 


(1) Tobacco allotments erroneously 
transferred from acreage retired from 
agricultural production and converted 
to residential and/or industrial uses 
have been cancelled. 

(2) A committee was established to 
clarify the definition of a “farm” in 
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GAO FINDING 


tobacco marketing quota violation cases, 
and (3) supervision of measurements of 
farms for compliance with acreage al- 
lotments. 

Tobacco allotments were transferred 
from acreage retired from agricultural 
production and converted to residential 
and industrial uses. The tobacco mark- 
eting quota regulations provide that the 
tobacco acreage allotment applicable to 
land retired from agricultural produc- 
tion may be transferred only if the land 
is acquired by an agency having a right 
of eminent domain. 

There were irregular combinations of 
farms in order to transfer tobacco acre- 
age allotments. Leased farms were 
combined with farms owned by lessees 
but were not operated as single operat- 
ing units as required by regulations. 
The regulations require that the leased 
farms be adjacent to or nearby the par- 
ent farm and that a single person or en- 
tity operate the entire farming unit with 
respect to the rotation of crops and the 
use of labor, work stock, and machinery. 

The county office is required to review 
all indicated violations of marketing 
quota regulations and make the neces- 
sary recommendations to the State of- 
fice regarding disposition of each case. 
Au indicated violation exists if the farm 
yield per acre was less than 60 percent 
or more than 140 percent of the com- 
munity acreage yield. The county of- 
fice recommended to the State office in 
some instances that indicated tobacco 
marketing violation cases be cleared 
without sufficiently documenting the 
reasons for the recommendations. In 
some instances, cases were reported to 
the State office too late to permit ap- 
propriate action, if required. 

Tobacco acreage on many farms was 
inaccurately measured, spot checks of 
initial measurements were not made 
promptly, and some employees of the 
county offices measured the tobacco 
acreage on their own farms and farms 
of close relatives. 

These deficiencies were brought to the 
attention of agricultural stabilization 
and conservation State and county of- 
ficials who generally concurred in our 
findings and agreed to take corrective 
action. 


DEPARTMENT COMMENT 


order to prevent irregular combinations 
to effect the transfer of tobacco allot- 
ments. As a result of considerable 
study and effort, new instructions were 
issued to State and county committees 
for use in determining what land should 
be considered as a farm. These instruc- 
tions contain interpretations and guides 
for the use of committeemen. A con- 
certed effort has been made to have 
farms property constituted. It is felt 
that this deficiency has been remedied. 
(3) The procedure for handling of in- 
dicated violations has been strength- 
ened and brought up to date. Explicit 
instructions for handling this work on a 
current basis have been issued to State 
and county offices. It is felt that this 
deficiency has been corrected. 


Mr. Wnuirten. I believe that is all the questions I have at the mo- 


ment. 


Mr. Marshall, would you take over? 


COMMODITIES ON A PAYMENT IN KIND BASIS 


; Mr. Marsuaryi. What commodities are now on a payment in kind 
asis ? 
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Mr. McLarty. Do you want to announce them all ? 

Mr. Dran. Yes, sir. I will be glad to, Mr. Marshall. 

The payment in kind programs which are now in effect, and the date 
the program began are: wheat, September 1956; corn, May 12, 1958; 
grain sorghum, oats, rye and barley, July 1, 1958; rice, December 
195 8; and as you recall during the present marketing year on cotton 
we have a competitive bid program for export and a certificate in 
kind program. Beginning August 1, 1959, the cotton export. pro- 
gram will be a certificate in kind program. Cotton is the only com- 
modity that has been offered for sale for export on both programs— 
competitive bid and certificate in kind. 

Mr. Marsuauu. I wonder if it would be possible for you to supply 
data on the quantities of grain that have been shipped or submitted 
for export from the United States, by variety of grain. 

Mr. McLarty. You are talking about wheat now ? 

Mr. Marsuaru. I am interested in these crops that you mentioned 
as being provided on a payment in kind basis. Now, I would like for 
the record to show about what we have been exporting of each one of 
those and the percentage that has come—— 

Mr. McLain. We can furnish that. 

I want to go back to the other question you mentioned. Not the 
different kinds of grain but when you were talking about wheat, you 
meant the different classes ? 

Mr. Marsnary. No. It is satisfactory for my purposes if you just 
list it as wheat and oats and barley, corn, and so on. 

Mr. McLarty. I see. We will be glad to furnish that. 

Mr. Marsuaui. Now, some of these haven’t been in effect a full 
year’s operation, so that 

Mr. McLarty. The maximum effect of them can’t be determined 
yet. 
~ Mr. Marsnaty. That is right. But any of those that have been in 
effect so that. you have an example of a year’s operation, I would like 
to have the comparable data for the comparable period the year before 
in which payment in kind—— 

Mr. McLain. That is, those that move into export out of our stocks. 
Yes. We will be glad to furnish that. 

Mr. Marsuauy. And in dollars and cents what was the amount of 
subsidy per bushel on the Commodity Credit commodities delivered or 
committed for delivery to exporters under the payment in kind pro- 
gram? I would like that both by the average amount of subsidy and 
the high and low amount. 

Mr. McLarn. During the year. 

Mr. Marsttat1. During the y sar, yes. And for the year prior to the 
start. of the payment in kind program, would you provide me with the 
average difference in dollars and cents between the two domestic 
market price and the export price received by Commodity Credit for 
commodities sold. 

Mr. McLarty. Yes. That will be the amount that the subsidy—well, 
it wouldn’t be accounted a subsidy then but it would be the world price 
as compared to the domestic price. That can be furnished. 

Mr. Marsuati. And could you list the successful bidders under the 
payment in kind program for feed grains and what amount of grain 
delivered or committed to them by ‘Commodity Credit. Corporation? 

Mr. McLarx. You mean for the whole duration of the—— 
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Mr. Marsuauy. Of the payment in kind program. 

Mr. McLain. For all grains. 

Mr. Marsnatu. That is right. No; that would be for the feed grains. 
I am not interested in this as far as wheat is concerned. 

Mr. McLain. Just the feed grains. 

Mr. MarsHau. I was interested in the feed grain standpoint. 

Mr. McLain. Not interested in cotton. Just feed. That can be 
furnished. Do you want it from the beginning of the payment-in-kind 
program ¢ 

Mr. Marsnary. That is right. And I am also interested in the 
stocks of soybeans by quarters that were held by crushers and how 
much the Commodity Credit Corporation controlled at the same time. 

Mr. McLain. That is the inventory that they owned themselves and 
how much we had in our inventory at the same time. 

Mr. Marsuatu. That is right. 

Mr. McLain. The part we have would be very simple, but I doubt 
whether we could get other than the total stocks at the end of the year. 
We would always have a year-end stock figure; that is, the stocks that 
are on hand at the end of the year on farms sand in other people’s hands 
or stocks that are not in CCC hands. I think we can furnish that at the 
end of the year, but I doubt 

Mr. Parmpy. We have always been troubled to guess what crushers 
hold. This is probably the biggest blank we have in the Department, 
to know what the crushers hold. 

Mr. McLain. The only figure I think we have, Mr. Marshall, would 
be the year-end figures which show the estimate of the Department. of 
the total of all of these grains and broken down by individual grains 
on farms and off farms and in CCC. I think we could furnish that 
for you. 

Mr. Marsnany. For my purposes if you could take a period where 
you have the stocks on hand that the crushers have, and give me a com- 
parable figure as to what you have in CCC; that would make it easier 
for you and that would be sufficient for me as far as I am concerned. 

Mr. Paumpy. The minute you mentioned crushers, this is some- 
thing I am sure we can’t do. This is something we wish we had a 
lot of times, but we can’t get it. We don’t know. There is no break- 
down. 

Mr. Marsuaut. If you have any information about it, I would like 
to have it. 

Mr. McLain. We will get all we can. I am sure we have the year- 
end figures. I don’t think we have them during the year. I don’t 

think we have the stocks by quarters, just the year-end. 

Mr. Marsuaty. That would be sufficient. I realize your problem in 
the matter of these crushers and if it is something it is impossible for 
you to get, we don’t expect you to get it. 

Mr. Patmpy. The crusher figure is just a secret operating figure. 

(The information referred to may be found in the appendix on 
p. 2313.) 

DOMESTIC FEED GRAIN PRICES 


Mr. Marsnauu. The docket last April authorizing the payment-in- 
kind program for the feed grains said : 
The fact that CCC feed grains have been sold at world prices has tended to 


keep domestic prices at a lower level than is expected to exist if a substantial 
part of exports were obtained from the free market. 
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The docket also states : 

The proposed program, by encouraging the movement of feed grains from 
private stocks into export channels, will reduce the quantity of feed grains which 
would otherwise be taken into CCC’s inventories under its price support pro- 
gram, and will assist the price support program by strengthening the domestic 
market prices to producers. 

The question is this: Do you feel the domestic feed grain market 
prices have been strengthened as a result of this progr: am ? 

Mr. McLarty. I think there is no question about it, Mr. Marshall. 
It shows up more, of course, in a heavy exportable crop like wheat. 
For instance, right now we have in the neighborhood of 600 million 
bushels of the 1958 crop of wheat under price support, and even with 
a 1, 300-million-bushel carryover, the free market price in many areas 
today, because of this program, is above the loan rate. It simply 
means that when the exporters go into the market to buy the wheat 
they have to bid up to get it, and to a lesser extent this applies to feed 
grains; but as you know, with corn, for instance, the amount of corn 
we export as compared to the total we raise is infinitesimal as com- 
pared with wheat. 

The effect, I am sure you understand, is that the exporter has to go 
into the free market to buy supplies and when he does that, it helps 
strengthen the market. You just don’t buy supplies unless you buoy 
up the market a little. 

Mr. Marsuatu. Yesterday it was my privilege to attend the Farm 
Forum in Minneapolis and a great number of people came to me, 
some of them in the trade, expressing concern to me about the pros- 
pects for a rapid increase in the production of corn. Would you 

care to comment about what the Department feels about that? 

Mr. McLarty. My only comment is we had about 6.6 million acres 
in the acreage reserve in 1958. I think quite a little of that, that is, 
the corn acres, are going to go back to corn. The acreage reserve is 
ended and it is going to go to something. I should think at the be- 
ginning it will go back to corn. Other than that I don’t think the 
total feed grain production is going to be materially any different 
than what it has been. 

Of course, when you put these 6.6 million acres that we had in corn 
acreage reserve back into production, they will be used. Some of 
that land has not been shifted into the conservation reserve, and some 
of it has, our guess on corn is that about half of it is going into the 
conservation reserve, but the rest is going into some crop. There is 
just no other way about it. The farmer is not going to sit out there 
with nothing on it. 

I think we have to understand that when we kill the acreage re- 
serve program, because it is just a fact of life. The total production 
of feed grains, other than for that cause, I don’t think is going to 
be changed materially. Whether it will be planted to soybeans or 
corn will depend on a lot of things. As you know, weather will have 
a lot to do with it. When they get ready to plent corn, if it is wet 
during the corn season, there will be a lot more beans planted. If it 
is perfect weather, the acreage wil] be planted to corn. 

Mr. Marswatu. I was a little surprised that two of these men ex- 
pressed an opinion to me yesterday that there was going to be an ap- 
preciable shift on soybeans and corn. 

Mr. McLarn. We don’t 

Mr. MarsHatu. You haven’t observed that. 
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Mr. McLarn. No. 

Mr. Marsuatu. Of course, our State, as you know, produces quite 
sizable acreage of soybeans and the—— 

Mr. McLarn. This is one of the factors considered in keeping soy- 
bean price supports at the level they are. We thought relatively 
it is comparatively favorable to plant soybeans and you have got some 
people that never planted them and don’t want to. The shift that we 
get in the cotton program, of course, will have something to do with 
the feed grains. If we get an expansion, for instance, in Texas in 
cotton, quite a lot of that will come out of grain sorghums, which, of 
course, enters into the total feed grain supply. So until we get our 
first crop report—which will be available how soon, Bob ? 

Mr. Bracn. The intentions-to-plant report will be released on March 
18, 1959. 

Mr. McLarn. It is kind of a pretty guessy sort of thing. The crop 
report for June will be the first real authentic indication. 

Mr. Marswatt. I probably wouldn’t have given quite so much credit 
to this report yesterday if it hadn’t come from some people who ap- 
peared to be rather close to the market. And one man expressed the 
opinion to me that the production on farms in Minnesota has increased 
by as much as 30 percent; that same yield as we have had on an acre 
basis. 

Mr. McLarn. Since this happened, some of it had to come out of 
soybeans. I wouldn’t know where else. 

Mr. Marswauu. If that would take place, that would be quite a siz- 
able amount of 

Mr. McLarn. I personally don’t think that is going to happen, but 
we will know after they do it. 

Mr. Marsnwati. That would be considerable shift of acreage. 

Mr. McLarn. We have had several estimates 

Mr. Marswartu, AsI say, I would have discredited it entirely had it 
not been for the fact that these people are quite close to the market. 

Mr. McLarty. We have had several people that I rely on outside 
the Department that do their own private guessing and the figure 
they have used is around 10 percent, 10 or 12. The amount of the 
acreage reserve Bu is now out of the picture makes up quite a good 
share of it, but I don’t think anybody knows and, of course, we have 
no besis for putting out any figures until we can find out what the 
fariners tell us they are going to do. Other than that, we just have 
to do like you, wait and see. 

Mr. Marsuat. I wonder if you could place a table in the record 
showing the average domestic market price for the past 5 years for 
corn, oats, barley, and grain sorghums. 

Mr. McLarty. The average for the year? 

Mr. Marsuauy. Average for the year 

Mr. McLarty. Yes. 

Mr. Marsnarz. And would you also please furnish the amount of 
bushels in the Commodity Credit inventory of rye and wheat and the 
cost value of this inventory for the years 1952 to the present time. 

Mr. McLain. Yes. 

Mr. Marshall, you are talking about average farm price or average 
market price ? 

Mr. Marsuaty. Average market price. 

Mr. McLain. All right. 
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Price support inventories of wheat and rye, June 30, 1952, to Jan. 31, 1959 


{In thousands] 


Wheat Rye 


Bushels | Cost value | Bushels Cost value 


| | | 

» 30, 1952____- 143, 333 | $364, 271 | 85 | 
» 30, 1953... 470,021 | 1, 187, 485 | 110 | 
SU Ar se 774, 613 971,096 | 2,519 | 3, 840 
a 30, 1955__- : 975, 948 546, 979 | 6, 454 | 9, 846 
30, 1956. ...--- 950, 723 535, 600 | 11, 361 | 16, 224 
30, 1957_._ . 823, 946 259, 855 3, 846 | 6, 155 
30, 1958 , 834, 921 300, 133 6,091 | 8, 435 
767, 482 | 176, 196 | 1, 997 | 3, 046 


$129 
178 
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STORAGE OF SURPLUS COMMODITIES 


Mr. Marsuatu. Of course, we are becoming pretty well aware of 
the high cost of storage and handling of Government-held commodi- 
ties, and the Secretary has stressed that on many, many occasions, and 
Iam wondering if you are doing any research to see whether storage 
costs can be reduced. 

Mr. McLain. Yes, sir. 

Mr. MarsHauu. Can you tell us about that ? 

Mr. McLarn. We have had it under constant review, but we have 
had special emphasis on it since the 1st of the year. We will be glad 
to furnish you, if you are interested, the rates, the way they are “and 
going clear back to the beginning of the program. We have had this 
under review by the C ommodity “Credit C orporation Advisory Board 
just in the past 2 days. The thing we have to recognize, Mr. Mar- 
shall—you weren’t here when we discussed this briefly—is that we 
have been faced with constant problems here of finding a place to put 
this grain. We had to find a cover for it. I think you would agree as 
il responsible administrator, price support is no good to the farmer 
if he doesn’t have a place to put his grain. We have tried to fix 


GRAIN STORAGE PROBLEM 


Mr. Marsnaty. You are faced with quite a problem in this coming 
year in that regard. 

Mr. McLarty. That is the point exactly I want to make. If we move 
out and do this, as some people feel we ought to do, and we adjust, 
for instance, these rates under the uniform grain storage agreement 
down, in all probability the storage that we need in 1959 wouldn’t be 
made available. And then who gets the blame for that, you see? 

That is the problem we face. The other choice, of course—we have 
got bins with about a billion-bushel capacity. Do we want to go out 
and buy another 300 million or 400 million, or don’t we? We read 
the charter of the act as to be pretty explicit in this regard. 

This doesn’t mean, I think, that we ought to be paying more for 
the storage than we can get it for, but up until this time we have been 
under the gun of time to find a place to put grain to the point where 
we have used ships and we have used Burrus Mills’ facilities to store 
40 million or 50 million bushels on the ground. When the industry 
itself says that labor costs are going up, material costs are going up, 
it is a difficult problem to meet. 
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If you fellows have any suggestions on it, we would be happy to 
have them. 

Mr. Marsnauv. Faced with this problem, it is an obligation of the 
Government almost to find a place for that space when that grain is 
delivered. 

Mr. McLarty. That is exactly right, and you know what would 
happen to your farmers if that weren’t done. 

Mr. MarsuHauu. Yes; there would be quite a lot of disturbance about 
that. But—— 

Mr. McLarn. I really think—I am serious about this—if this com- 
mittee when they get through reviewing this matter, has any com- 
ments as to whether you think we ought to start buying bins, we 
would like to know it. 

Mr. Marsuatu. Well, I suppose that members of this committee 
are not in the best position to make a recommendation along that 
line, although I think that members of this committee are all fully 
acquainted with the problem that you face and were sympathetic to 
you and your problem when in full committee when we were discuss- 
ing the budget. How can we correlate this delivery of grain which 
is going to be excessive unless some miracle happens. It would seem 
to me that it would be additional costs over and above what the pro- 
posals of the budget have been. I can’t in my own thinking correlate 
the two, one reducing the costs of CCC when we have, as you men- 
tioned a moment ago, limited acres reserve program, tapered off on 
some other programs, and then with a budget proposal that reduces 
these CCC costs, most of this trend, as I observe it, is in the opposite 
direction of an increased cost. 

Do you have something you would like to say about that ? 


STORAGE FACILITIES PROVIDED BY FARMER 


Mr. McLarn. Well, we know that in 1958, with the smallest acreage 
planted in over 40 years, we harvested the biggest crop on record. 
That is just a fact of life. Nobody is to blame for it exe ept the good 
Lord, I guess. We feel as responsible administrators again that it is 
our duty, and I have been very close to this for a good many years, 
that is our duty to see to it that farmers that want price support 
have the opportunity to get it. We have, as you well know, made 
available to farmers all the advantages that would give them the 
wherewithal to store their grain on their own farms: we have made 
available facility loans where they can borrow money at a reasonable 
rate, pay it back over 5 years, and for a while they had the quick tax 
writeoff which, of course, has been a boon to getting added storage 
built. We have been all for that because we think the farmer is the 
fellow that ought to get the first whack at it, but we don’t think, 
of course, that farmers ouvht to be building twice as much or three 
times as much storage on the farm as they need because that doesn’t 
make sense either. 

So then, we have a choice when we get the farmer to build all he 
wants and needs, what do we do? Do we let the warehousemen keep 
on doing it or do we start doing it ourselves again the way it used 
to be done? We have chosen the course of letting the warehousemen 
do it because we think that that is what the act intends. But again, 
we believe we have to do it, but if you fellows have different ideas, 
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as 1 have told the Agriculture Committees when they have raised this 
question 

Mr. Marswatu. Are you making any advance announcement to the 
farmers so that they may avail themselves of the opportunity of 
storing on the farm ? 

Mr. McLain. We did it last fall. For the first time in the history 
of the program we announced in the fall ahead of time so the farmers 
would know in advance and get the storage built. It is the most 
generous proposition that ever has been offered farmers. I think any 

armer that is fair would take it. 

Mr. Marsnatyt. What has been the result of that so far ? 

Mr. McLarn. It has been good. And they appreciate it. But we 
still have problems, as you recognize, I am sure, yourself. 

Now, if we do anything on this rate that discourages further build- 
ing, it Just means one thing i in my judgment, and that is that we are 
going to get into the act ourselves with some more bin purchases. 
But I think you would agree that in most of the Midwest, at least, we 
have got about all the tin cans we ought to have. Don’t you agree, 
Mr. Andersen ¢ 

Mr. Anpersen. You are absolutely correct. 

Mr. Marsnatt. I firmly believe that the most economical place to 
store it is on the farm if the farmer sees his way clear to do so. 

Mr. McLain. But if he doesn’t want to do so, all you can do is make 
him a good proposition; if he doesn’t want to accept it, you can’t 
force him to do it. 


BUDGET AND FISCAL YEARS RELATED TO CROP YEARS 


Mr. Marsuaut. Excuse me just a minute. When Mr. Stans 
was before the full committee these words appear in his report. 


Further yields of farm crops in calendar 1959 are estimated by the Department 
of Agriculture below or on the average below the record yield of 1958, with the 
resulting drop in the farm price support payments. 


And I said: 


Did you take into consideration that the 1958 crops will be quite largely 
delivered to the CCC in the fall of this year, 1959? 

Mr. Stans said: 

The 1958 crop will be delivered all through the period beginning with the 
completion of the harvesting of the crop and will run into fiscal 1959. That 
is right. The estimates on crop yield at time of delivery and all that are pre- 
pared by the experts in the Department of Agriculture. We review them but 
we do not change them. These are their estimates, taking into account not 
only the probable yield per acre but also the withdrawal determination of the 
reserve and increase in the conservation reserve. These are their estimates 
of total farm output and would be covered under the price support program. 

Now, I would like to give you the opportunity, Mr. Secretary, in the 
record to clear this matter up. If the Budget men have taken into 
consideration your estimates—I found that the Department of Agri- 
culture estimates had always been in my estimation very reason- 
able and correct, but this touches on the very matter we are discuss- 
ing, and did you give them an indication that this budget item ought 
to be reduced ? 

Mr. McLarn. In our projections, of course, we take into considera- 
tion what we think the 1959 production will be. This is figured on 
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the basis of not the yields that we had in 1958, which IT think every- 
body recognizes were abnormal, but on the basis of the 3-year average, 
and that is the figure that Mr. Stans is talking about. 

We are talking about the 1960 fiscal year budget, and this relates 
to 1959 crops, you see. When we talk about estimating yields at 
average of the past 3 years, this is applied to the 1959 crops that will 
go under price support. All of them with the exception of corn and 
cotton will be taken over before July 1, 1960. 

You see, all of our small grains and wheat are taken over ahead 
of that time. Do you want to comment further on that, Mr. Beach? 
You worked with the Budget on this. 


BASIS FOR ESTIMATING CROP YTELDS 


Mr. Bracn. With respect to this yield matter, Mr. Marshall, the 
feeling was that the extra high yield, the record yield, in fact, on 
every crop except flaxseed, I believe that was under support in 1958, 
would not likely be repeated in 1959. It was concluded that a safe 
figure to use would be the average for the 3 crop years 1956, 1957, 
and 1958. By including the 1958 crop, this resulted in a very high 
yield on the average. 

The way that worked out is about like this. For corn, the yield in 
the 1958 crop is 51.7 bushels per acre. The estimate was 48.2, which 
was higher than any of the 3 years except the 1958 crop. So we are 
still using a relatively high yield in these crops. 

In the case of cotton the same thing is true. The pounds per acre 
yields for the past 3 years were 408, 387, 468, and the average 421. 
So the figure we used in our estimate was still larger than in any 
of the years except the 1958 crop, which was an alltime record. 

Mr. Marsuatt. As far as yield figures are concerned, I think your 
figures are conservative and I have no question about that. But 
now when you think in terms of the other part of it, the amount 
of the acreage that would be devoted to that, then what kind of a 
picture did you give them on that? 

Mr. Beacu. This is what we estimated in respect to acreage. In 
the case of the 1958 crop of corn, there were 73,185,000 harvested 
acres. QOur estimate for 1959 is 76 million. We raised it 2,815,000 
acres above 1958. And, nel cotton, there we assumed 50 percent 
of the acreage would be under choice B and 50 percent under choice A. 
That would mean an acreage of 17,500,000 in the 1959 crop as com- 
pared to 11,885,000 for the 1958 crop. So we estimated a subst: antial 
increase in the acreage of cotton, 5,600,000 acres. ‘That was more 
than was in the acreage reserve, which was 4,900,000 acres. 

For the other major crop, wheat, the actual harvested acreage for 
1958 was 53,650,000. We estimated 55 million for the 1959 crop, an 
increase of 1,350,000 acres. The acreage reserve had 5,290,000 acres 
of wheat land in it, and there are a substantial number of wheat 
acres in the conservation reserve, roughly 2.4 million up through the 
signup of this year. 

All in all, taking all of the field crops, we estimated an increase in 
acreage harvested ‘of 9,886,000, whereas the total acre age reserve for 
1958 is 17,163,000 acres. 

Now, there has been an estimate of the acreage by crops in the 
conservation reserve through this 1959 signup. We take care of al- 
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most 4 million acres of corn, 2.4 million acres of wheat, 3.6 million 
acres of oats, 3.5 million acres in sorghums, and 1.3 million in barley. 

So we believe our estimate is fairly well in line with the total 
available acres. There may be some shift between commodities, that 
is anybody’s guess. 

Mr. Marsnauu. On the basis of your yield and your acreage, did 
the Bureau of the Budget produce anything on that basis? Did they 
accept your figures ? 

Mr. Bracu. We discussed with the Bureau of the Budget, and we 
always do, the assumptions that were used as the basis for our esti- 
mates. One of our major assumptions is yield, and in the precedin 
2 years we had used the alltime record yield as the basis. We samen 
that it should be the average yield. They agreed with us, and that 
was the basis we used. 


EFFECT OF 1958 HIGH CROP YIELD ON FISCAL YEAR 1959 COSTS 


Mr. Marsnauu. In accepting the delivery of the 1958 crops which 
will be delivered in 1959, largely corn nnd athe crops in that area, 
did you anticipate the large additional costs that you are going to 
have for storage ? 

Mr. Beacu. We had an estimate for storage, as I remember it, of 
about $30 million. 

Mr. Marsuatu. And how did that compare with your previous one? 

Mr. Beacu. We did not buy any bins in 1958. This is for the bin 
purchase program. We have it provided for in the 1960 budget. We 
didn’t buy any bins the year before. 

Mr. MarsHauu. You presented one other thing. Did you anticipate 
that this money that you set aside taking care of the 1958 crop—did 
you estimate that would be sufficient at the time—suflicient now as com- 
pared to the time you made that estimate? Has the situation changed 
any ¢ 

Mr. Bracu. Oh, yes. The situation changed. The situation with 
respect to the 1958 crop changed drastically. At the beginning of this 
fiscal year we estimated the cotton loan would be about 2 million bales. 
It has turned out to be close to 7 million. We underestimated our 
loans on wheat and corn and we have already exceeded our most recent 
estimates on wheat. 

Mr. MarsHauyi. Which means that your budget figure that you are 
requesting in the 1960 year, that has been underestimated in that re- 
gard ? 

Mr. Bracu. No, sir; because the 1958 crop expenditures will be 
made before the 1960 budget year starts. It won’t affect the 1960 
expenditures. 

Mr. Marswauu. Getting back to the delivery of corn—corn that will 
be delivered and the matter of storage—corn that will be delivered to 
the Government will be delivered after the fiscal year. 

Mr. Bracu. Yes, sir. But the outlay of Government funds took 
place in the preceding fiscal year because loans were made up through 
May 31, you see. The only additional cost that could arise in 1960 
would be the storage cost. 

Mr. McLarn. I think this is the point. The expenditures take place 
when you make the loan and that would be in the 1959 fiscal year 
rather than 1960. 
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SUPPLEMENTAL TO REIMBURSE THE CCC 


Mr. Marsuaty. We were discussing a moment ago these estimates 
about the budget estimates. Now, you are making a request for an 
increase of funds in supplemental to take care of some of these items, 

Mr. Bracnu. Yes, sir. 

Mr. Marsnati. What is the amount ? 

Mr. Breacu. We have requested $1,337 million for reimbursement to 
the Corporation for the cost of Public Law 480, the International 
Wheat Agreement and several other smaller items, in order to prevent 
us from using up all of our borrowing authority before June 30. 

As of January 31, we were down to a margin of $850 million in 
borrowing power. And with the cotton loans and corn loans running 
as they have been recently, it is a very tight situation for the rest of 
the fiscal year. 

Mr. Marsuatyi. Would that be an indication that you may have un- 
derestimated the money that you would require when you considered 
the 1959 appropriations? 

Mr. Bracu. We definitely did underestimate CCC expenditures in 
the 1959 budget, yes, sir. 

Mr. MarsHaui. Now, of course 

Mr. Bracu. Based again, sir, on the high yields and extra large 
production this year. 


BUDGET ESTIMATE COMPARED WITH ACTUAL EXPENDITURES 


Mr. Marsnari. We realize, of course, the difficulty that you have in 
making estimates upon these particular items because you are deal- 
ing with two uncertainties. One is yield and the other is acreage. 
But what has been your experience in making estimates, say, over the 
last 5-year period ? 

Mr. Bracn. I have some information on this, sir, as to how we have 
come out. These are the estimated expenditures of the Commodity 
Credit Corporation as distinct from estimates of expenditures 

Mr. Marsuauu. These estimates are the ones you made to the Bureau 
of the Budget and to this committee when you made your request? 

Mr. Bracn. Yes, sir. I can give you the estimates for 1954, for 
example, as we had them in the 1954 budget and as we had them in 
the 1955 budget, and then the actual. That will give you the three 
figures if you would like to have them. 

Mr. Marsnatu. Has the committee reduced any of these items? 

Mr. Beacu. No, sir. 

Mr. Marsuay. Has Congress reduced them ? 

Mr. Bracn. No, sir. These are estimates of expenditures. These 
are merely items of information in the CCC budget. k 

Mr. Marswatu. So when we get to the matter of making appropri- 
ations based upon the estimates that have been presented to the Bu- 
reau of the Budget requested of us, have they made any reduction! 

Mr. Beacn. No, sir. They have made no reductions in the reim- 
bursements to the CCC, which are the only appropriations actually 
made to the Corporation, except the appropriations for restoration of 
capital impairment. 

Mr. Marsnatu. Now, then, would you put in for the last 5 years your 
estimates and what the actual expenditures were by year. 
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Mr. Beacu. All right. In 1958—I will run it backwards, starting 
with the 1958 fiscal year. Now, I will give you the estimates only for 
the regular Commodity Credit Cc orporation activities. We have also 
the special activities, the Public Law 480 items, and others. 

In the 1958 budget for the fiscal year 195 8, we estimated expenditures 
of $1,035 million; in the 1959 budget we estimated $1,041 million; in 
the 1960 budget we es the actual and that is $1,053 million. We 
were quite close that yea 

In 1957, in the 1957 badeat: we estimated $913 million ; in the 1958 
budget, $987 million; and the actual as it showed up in the 1959 budget, 
was $1, 144 million. 

For 1956 we estimated in the 1956 budget $858 million; in the 1957 
budget, $1,203 million; and the actual was $2,939 million; that showed 
up in the 1958 budget. 

For 1955 we estimated in the 1955 budget $1,105 million; in the 
1956 budget we estimated it to be $1,573 million; and the actual as 
shown in the 1957 budget was $3,097 million. 

So we have had some very very wide variations from the actuals. 

Mr. Marsnau. Actually with the exception of 1 year, your estimates 
have been quite wide in all of these. 

Mr. Beacnu. Yes, sir. Now, there have been cases where the opposite 
has been true. In 1952, for example, we estimated in the 1952 budget 
expenditures of $238 million; in the 1953 budget, $70 million; and the 
actual turned out to be a net receipt of $241 million. Of course, there 
the Korean war had a great deal of influence because it affected our 
sales, 

Mr. Marsnatu. What in your estimation has caused your estimates 
to be so far off ? 


FACTORS WHICH CHANGE BUDGET PROJECTIONS 


Mr. Bracu. There are a number of—almost innumerable factors 
that would affect these estimates, sir. One is, as you mentioned, the 
size of the new crop which is dependent on the yield, and the acreage, 
and the yield depends on insect damage and weather. Then we have 
the export market, export demand, the domestic demand situation 
which changes as policies with respect to the program change. For 
example, the large cotton loan this year is partly a result of change in 
the program for the 1959 crop of cotton. The anticipation of a lower 
price of cotton means more of it goes under loan this year than ordi- 
narily would be true, in addition to the effect on the crop of the very 
high yield of cotton. 

T don't believe I can tell you that there is any one single factor 
that is the major cause of these deviations. I will say this, that in the 
years prior to 1957—I guess it was prior to 1958—we used average 
yields over a 5- to 10-year period as a basis for our estimates. Yields 
in the past 10 years have shown a very distinct upward trend and 
that has been a major factor in some of the very large variations in 
the past years. 

Last year, as I mentioned, we used the record yield as a basis to 
start out with and we came out very close, at the end, to what we esti- 
mated the first year. That is partly accidental—there were offsetting 
increases and decreases within the total. 
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Mr. Marsuauyi. Now, we realize that these budget requests were 
made up some time ago, that you had to make those requests, which 
means that your possibility of error may be appreciably greater be- 
cause of the time element involved. Has there been any thing that has 
come into the picture since you presented these figures to the Bureau 
of the Budget that would indicate to you that you have underesti- 
mated the amount that you are now requiring in this? 

Mr. Breacu. No, sir. On the contrary, I think the thing that has 
come into the picture is that we may have overestimated in two re- 
spects. One is in the case of the cotton program, we estimated, as I 
mentioned earlier, 50 percent of the cotton acreage would be under 
choice B, which is the increase choice of a 40-percent increase in allot- 
ment. It doesn’t appear from the early information we have received 
that that estimate is going to hold true. It will be something consider- 
ably less than that, maybe as low as 25 percent. That will cut down 
the total acreage of the cotton crop which will cut down the ultimate 
burden of price support in total. That is No. 1. 

No. 2. The announced support prices on feed grains are lower than 
those used in the budget, and the change in par ity was not anticipated 
at the time of making these estimates. It was not known by us at the 
time we made the estimates; that also tends to reduce it. 

Mr. Marsnauu. So on the basis of all the information that you 
have now available at your fingertips which you didn’t have before, 
you would anticipate that your figure was on the high side rather than 
the low side presented to the Bureau of the Budget. 

Mr. Bracu. I don’t believe these changes that I have mentioned 
would be very large in extent. I think we have made about as good an 
estimate as we could be expected to make knowing what we do. The 
only thing is the rumors you have mentioned and that we have heard 
about the possible large increase in corn acreage. That could make 
quite a difference. 


DEVELOPMENT AND COORDINATION OF USDA BUDGET ESTIMATE 


Mr. Marsuaty. At no place has the Bureau of the Budget then at- 
tempted to influence in any way to lower these figures which you think 
are your proper estimates. 

Mr. Bracn. So far as I know, these are our judgments in the De- 
partment as to what is the best basis for these estimates. 

Mr. Marswari. You accept the full responsibility on the basis of 
your best estimates. They haven’t been interfered with by anybody. 

Mr. Breacnw. We have consulted, as I mentioned earlier, with the 
Bureau of the Budget. Each of these commodity estimates is formu- 
lated beginning with the commodity experts in the commodity di- 
visions. We get the best combined judgments of those people that 
we can get. We bring it all together and go to the Secretary’s Office 
and from there to the Bureau of the Budget. In our consultations at 
all stages in this thing, the judgment of the Secretary and the 

Assistant Secretary who know more th: an advance policy than any of 
us in the lower echelons and in the divisions, is exercised in a review 
of these estimates. 

I personally sat with the representative of the Secretary’s Office 
in dealing with these estimates and only with the exception of minor 
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changes was there any contesting of the judgment of the commodity 
experts. They would ordinarily tend to be more conservative as to 
yield than we would be here. We used an overriding assumption of 
average yields in the past 3 years which is really a little bit higher 
yield than the commodity experts would expect it to be. 

We believe we are on the safe side from the standpoint of reflecting 
the upward trend in the yields that have taken place in the past few 
years. We have not been dictated to as far as this final conclusion 
on probable yields is concerned. It is the Secretary’s. 

Mr. MarsuHauu. You haven’t been influenced in any way from what 
you consider to be the proper judgment to be used by the Secretary’s 
Office or the Bureau of the Budget # 

Mr. Beacu. No, sir. I would say that we have been influenced in 
this respect, that we have been encouraged to be just as careful as 
we could possibly be to reflect all the circumstances we can possibly 
anticipate and make as accurate an estimate as we can make. 


BIN AND COMMERCIAL GRAIN STORAGE 


Mr. Marsnauui. Have commercial warehousemen been approached 
to find out if they can lower their storage costs on CCC commodities # 
Isthere any prospect of that ? 

Mr. McLain. We have our National Storage Advisory Committee, 
which is made up of representatives from all sections of the country, 
coming in on Friday of this week, and this no doubt will be a point 
of discussion at that meeting. It has already been reviewed by the 
CCC Advisory Board. This has been under study by the Department 
for several months by the top echelon and we are fully aware of what 
the problem is. 

But getting the right answer is the thing that is difficult. We have 
no desire to spend any more money to take care of this thing than we 
absolutely have to, but we feel it 1s our responsibility to take care of 
it, and I am sure that this committee agrees with that. 

Mr. Marsnatu. Are there any new types of storage that might pro- 
vide you with cheaper storage costs ? 

Mr. McLarn. As far as commercial warehousing is concerned ? 

Mr. Marsuauyu. No. As far as your 

Mr. McLarn. As far as we are concerned. 

Mr. Marsuauu. As far as your bins are concerned. 

Mr. McLain. The quonset-type storage, Mr. Marshall, of course 

from the standpoint of initial cost is cheaper per bushel, as you well 
know. The difficulty with quonset-type storage is that it has abso- 
lutely no value after you get through with it unless you can use it right 
in its location. 
a e have had several instances where we have had to move bin 
sites because of roads or schools or something, and our experience has 
been with those that over the long pull, prob: ably the other type storage 
worked better for us because it is a movable —— facility and it 
doesn’t put some of the grain all in one pile. There are a lot of reasons 
for it. 

Obviously the larger size the unit, whether it be 40,000 or 109,000 
bushel capacity structures that you buy, whether you are a commercial 
warehouseman or whether you are buying for Commodity Credit, the 
cheaper per bushel the cost, but it has been the policy—I believe 
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40,000 or 45,000 bushels of capacity is the largest we have ever bought; 
our county committees have to take care of this grain. By and large, 
I think they think they can do a better job in the conventional round. 
type bin. So I think the answer to your question is that the only way 
we can cheapen the cost, of course—we buy them on a compet itive bid 
basis when we buy them—would be to get larger units and if we got 
larger units, it would be a little cheaper per bushel. 

Mr. Marsiaty. Do you follow a policy of moving grain from Goy- 
ernment-owned storage sites into commercial storage space / 

Mr. McLain. W e follow the policy of filling commercial storage 
first. Once the grain is in the bin, then unless the grain gets out of 
condition, it is left there until we get ready to move it out so that we 
can get ready to take a new crop in. 

I think that is an accurate way to state it. Clarence, do you want 
to add to it ? 

Mr. Paucmpy. I think this should be said. I think we have taken a 
little bit different policy in maybe the last few months or year, par- 
ticularly in that we have moved from bins to commercial storage for 
two reasons. One, in addition to making room for takeover, it is to 
give us opportunity for changing our stocks. In other words, here 
is a bin site that has already 38-year-old corn in it. This is the only 
avenue we have to freshen our stocks and move them before takeover 
time from the bin to the commercial storage so we can get fresh stocks 
intovour bins. There has been a little increase in this kind of a 
movement,anthe past year particularly. 

Mr. Mamemaci. I wonder if you could furnish us the copy of the 
instruetions which you give your field offices in regard to this policy. 

Mr. McLain. Yes. 

(The instructions referred to follow :) 

U.S. DEPARTMENT OF AGRICULTURE, 
CoMMOoDITY STABILIZATION SERVICE, 
Washington, D.C., January 16, 1959. 
To: Chairman, Colorado ASC State Committee; chairman, Illinois ASC State 
Committee ; chairman, Indiana ASC State Committee; chairman, Iowa ASC 
State Committee; chairman, Kansas ASC State Committee; chairman, Ken- 
tucky ASC State Committee; chairman, Michigan ASC State Committee; 
chairman, Minnesota ASC State Committee; chairman, Missouri ASC State 
Committee; chairman, Montana ASC State Committee; chairman, Nebraska 
ASC State Committee; chairman, North Dakota ASC State Committee; 
chairman, Ohio ASC State Committee; chairman, Oklahoma ASC State 
Committee; chairman, South Dakota ASC State Committee; chairman, 
Texas ASC State Committee; chairman, Wisconsin ASC State Committee. 
From: Acting Deputy Administrator, Production Adjustment. j 
Subject: Plans for reconstruction of CCC-owned grain in order to provide 
storage for takeover of 1958 crops. 

This will implement our memorandum of November 12, 1958, and teletype of 
November 21, 1958, with respect to takeover of 1958 crop price support com- 
modities. 

The purpose of our present policy regarding movement of grain from bin sites, 
in general, is as follows: 

(1) The Commodity Credit Corporation, in carrying out its storage pro- 
gram, must avail itself of every opportunity to turn stocks stored in CCC- 
owned bins. As prudent caretakers of COC stocks, we should move old 
stocks from bin sites narticularly when it is possible to replace such stocks 
with néw crop grain of the quality generally produced in 1958. Our present 
policy permits this tvne of operation. 

(2) The Commodity Credit Corporation desires to encourage private 
storage expansion to the extent that such space is needed to handle the 
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storage of its inventory. The present policy provides a sound basis for 
encouraging expansion as needed. Allowing warehousemen to store grain 
in available warehouse space prior to takeover should encourage ware- 
housemen to construct additional storage well in advance of the takeover 
date of the various commodities. 

(3) The Commodity Credit Corporation has no authority to guarantee 
occupancy of any warehouse. The uniform grain storage agreement does 
not guarantee occupancy of a warehouse. CCC’s reconcentration policy is 
intended to allow movewent of grain from bin sites into available commercial 
storage Space to the extent determined necessary in order to provide space 
and properly manage stocks in a community. It is not intended to permit 
county committees to commit movement of grain from bin sites to com- 
mercial storage space which may be currently under construction or which 
may be constructed at a later date. When commercial storage space under 
construction or in the planning stage is completed and approved under the 
uniform grain storage agreement, it will be the warehouseman’s responsi- 
bility to make known that such space is available. If commercial storage 
space is needed at that time, bin site stocks may be moved into such space in 
accordance with the policy contained herein. 

It is assumed that certain administrative controls will be established to guide 
or assist county oflices in application of these policies. No county office will 
direct the movement of CCC grain from a bin site without a loading order from 
the commodity office. We believe firm control of these loading order requests 
must be exercised by the State office. 

A record of decisions made and the facts to support them must be included 
in the county committee minutes. This is especially applicable to any grain 
movement which is made in the interest of managing CCC stocks, as set forth in 
question No. 8 of the attachment. 

Please keep in mind in issuing your instructions to counties that this reconcen- 
tration program is not intended to eliminate the sales program at bin sites. 
Nonstorable grain should be sold locally in accordance with existing policy. 
The movement of storable grain for program purposes will be continued. 

The policy interpretation provided in our telegram of November 21 and am- 
plified by this memorandum may be summarized this way. In prior years a 
warehouseman with empty space for storage of CCC grain had to wait until 
takeover time to receive the grain from farm deliveries. This year if local ele- 
yator space (either old or new but built and ready to receive grain for storage) 
is offered to the county committee a loading order may be requested to move 
grain from the bins into a local house at the same point. The amount of a 
loading order requested for this purpose in any event should be limited to open 
up enough bin space to receive the estimated 1958 crop grain takeover in the 
community. In case there appears to be sufficient bin and warehouse space 
available to handle the takeover in a community consideration may still be given 
a loading order to move some grain from bins to elevators on the basis of rela- 
tive age and condition of grain. See question No. 8 and the related answer. 

It is contemplated that a national detailed procedure will not be prepared. 
Regular instructions may be utilized to implement this policy. For your con- 
venience, there is attached a series of questions and answers and specific ex- 
amples of situations which we believe will be helpful to you in the application 
of the policy to be fo'lowed. 

R. B. BRIDGFORTH. 


EXAMPLES ON PoLicy FOR MOVEMENT AND RECONCENTRATION OF CCC Stocks To 
HANDLE ANTICIPATED TAKEOVER OF PRICE SUPPORT COMMODITIES 


1. When do we start movement of grain from CCC bins to empty warehouse 
space ? 

Answer: The movement from CCC bins to available commercial space should 
begin as soon as county offices can make reasonable estimates which will justify 
the movement necessary to handle the takeover of 1958 crops. Any problems 
in connection with making these estimates or in relating them to loeal storage 
heeds should be promptly discussed with the State office. 

2. If at a specified location there is sufficient empty CCC bin space to handle 
the estimated 1958 takeover and in addition, there is empty warehouse space con- 
structed in 1958, will grain be moved from CCC bins sites to the empty ware- 
house space? 
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Answer: Grain will not be moved from CCC bin sites into warehouse space 
because there is no takeover problem at such locations. 

3. If there is sufficient empty CCC bin space to handle estimated 1958 take. 
over but warehouse space in excess of local needs is built in 1959, will grain from 
CCC bin sites be moved to empty warehouse space at the end of the 1958 take. 
over program? 

Answer: Grain would not be moved from CCC bin sites to warehouse storage 
until such time as it is possible to estimate anticipated takeover for the next de. 
livery program (1959 crops) and it is then determined necessary in order to 
provide space and properly manage CCC stocks in that community. In this ex. 
ample, it probably would not be possible to estimate the next takeover program 
until some time in the early part of 1960. 

4. If there is empty warehouse space constructed in 1959 which will not be 
needed for the 1958 estimated takeover program, will grain be moved from CCC 
bin stocks to such warehouses? 

Answer: Grain would not be moved from CCC bins to warehouse due to the fact 
that no takeover problem exists at such location. 

5. Town A has empty warehouse space. Town B has no empty CCC bin or 
warehouse space. Will grain be trucked from CCC bins at town B to empty 
warehouse space at town A? 

Answer: CCC will not incur any trucking expense due to out-of-line hauls to 
another location. Grain will not be trucked from CCC bins at town B to empty 
warehouse space at town A unless it is done at the expense of the warehouseman 
in town A and warehousemen in town B have indicated that they will not provide 
additional warehouse space to handle the estimated takeover. 

6. Does CCC pay all hauling and trucking charges from CCC bin sites to 
warehouses? 

Answer: CCC will pay all hauling and trucking charges from CCC bin sites 
to warehouses in all instances except out-of-line movement as indicated in item 5, 
7. If a warehouse is required to ship grain due to building failure or grain 
going out of condition, will grain be moved from CCC bin sites into such ware- 
houses? 

Answer: If movement of grain from the warehouse occurs at a time when 
it is not possible to make estimates of takeover, grain will not be moved into 
empty warehouse space until such time as it is possible to make reasonably accu- 
rate estimates of anticipated takeover and it is determined necessary in order 
to provide space and properly manage CCC stocks in that community. 

8. Town A has empty warehouse space totaling 500,000 bushels and empty CCC 
bin space totaling 500,000 bushels, The county ASC office estimates that approxi- 
mately 1 million bushels of grain will be delivered to this town. Will grain from 
CCC bins be moved into the empty warehouse space prior to takeover? 

Answer: Grain from CCC bins will be moved into warehouse space, if desired 
by the warehousemen for storage, in an amount deemed appropriate by the county 
committee to properly manage CCC stocks. (In this example movement would 
be limited to 500,000 bushels.) County committees should take into account the 
age and condition of bin stocks available to move and the probable storability of 
stocks to be received in the takeover. 

9. County ASC office estimates deliveries of 750,000 bushels at a delivery point 
where there is no empty CCC bin or warehouse storage space. Early in February 
1959 the warehouseman constructs 750,000 bushels of new space. If requested 
by the warehouseman will CCC move grain from CCC bins into the new ware- 
house space as soon as it is completed? 

Answer: CCC bin grain will be moved into the new warehouse space, based 
upon the estimated need for 1958 crop takeover by the county and State ASC 
office. However, if new space is built after the need for current takeover, 
no CCC bin grain will be moved into such space. 

10. If the example in item 9 above is changed so that another warehouse in 
the same location builds space at a later date (before takeover time) will ccc 
grain be taken out of bins for storage in the warehouse? 

Answer: The warehouse space in excess of anticipated takeover will not be 
filled with grain from CCC bins. 

11. If a warehouseman advises that he will construct additional space if he 
receives a guarantee that such space will be filled when erected, will such guar- 
antee be givén him? 

Answer: No such guarantee will be made under any circumstances. 

Note.—All references above to warehouse or warehouse space refer only to 
those commercial grain warehouses which have been approved under the uniform 
grain storage agreement. 
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EXAMPLES ON PoLicy FOR Use oF CCC-OWNED AND COMMERCIAL STORAGE 
DurRING TAKEOVER PERIOD OF PricE SupporT COMMODITIES 


EXAMPLE A 


1. Warehouse 1 in town A has no storage space available. 

2. Warehouse 2 in town A has 50,000 bushels of available storage. 

8. There is 75,000 bushels of empty CCC-owned storage at town A. 

4. Producers have indicated they want to deliver 100,000 to warehouse 1 and 
25,000 to warehouse 2 


5. Warehouse 1 cannot put any grain in CCC-owned storage until all the 
storage space in warehouse 2 is fully utilized. 


EXAMPLE B 


1. All available commercial and CCC-owned storage in town A is fully utilized 
but producers in this local area still have 50,000 bushels to deliver to CCC, 

2. There is 50,000 bushels of commercial space and 50,000 bushels of CCC- 
owned storage in town B. 

3. The county will direct producers to deliver to the commercial facilities in 
town B because all facilities in town A are fully utilized. 

The county will reimburse producers for the difference in mileage between 
the point where the grain is stored and town A and the mileage from the point 
where the grain is stored and town B. 

5. CCC-owned storage in town B cannot be utilized until all commercial space 
is utilized. 


Notr:—The county office will never direct producers to deliver grain to a 
designated delivery point whenever there is empty storage space in the producer’s 
local trade area. When there is empty storage space in the producer’s area, the 


producer must designate the delivery point. 


EXAMPLE C 


1. Town A has empty warehouse space totaling 100,000 bushels and empty 
CCC bin space totaling 100,000 bushels. 
2. The county committee estimates there will be approximately 200,000 bushels 


of 1958 takeover grain delivered to this town. 

3. Grain from CCC bins will be moved into the warehouse space prior to the 
takeover if desired by the warehouseman for storage 

4. Current takeover grain will be delivered to bin site. 

5. Warehouseman builds additional 100,000 after current takeover. 

6. No grain will be moved from CCC bins into the new warehouse space built 
after current takeover. 


Mr. Marsuautt. How much grain is now in Government-owned 
bins ? 

Mr. McLarty. We can furnish that accurately for you, Mr. Mar- 
shall. 

(The information referred to follows :) 

As of January 1, 1959, there were 684,737,000 bushels of grain stored in CCC- 
owned bins. 

STORAGE COST PER BUSHEL 


Mr. Marsuatyi. What is the bushel cost of Government-owned bin 
storage 

Mr. McLain. That we can’t furnish you exactly because it depends 
on the criteria you want to set up, whether you want to set up a 
criteria that you keep the bins full all the time or set up ac riterla—— 

Mr, Marsnan. 1 am interested in what you are domg right now, 
what your cost now is, not in what you might do, but your per bushel 


cost now of your grain in Government- owned bins. You know, your 
equivalent amount of bushels. 
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Mr. McLain, It isn’t a constant figure is what I am saying. It 
varies. My point is if you got the bins all full and kept them full, the 
costs would be lower than if you had them two-thirds full and, of 
course, you have to make the assumption at a particular time. For 
instance, the average in the fiscal year 1958 was 600 million bushels, 
We received 285 seiilion and we took out 113 million. The avera 
cost per bushel stored, figuring it out on this basis, is $0.076. 

If you come down here in 1957, you get a different set of figures. 
It depends on 

Mr. Marsuauu. You have that all made up in a table? 

Mr. Beacu. Yes, sir. 

Mr. MarsHatyu. We would like to have that placed in the record at 
this point if there is no objection. 

(The document referred to follows:) 


The estimated cost of storing a bushel of grain in a CCC storage facility, in- 
cluding maintenance and operation, depreciation of structures and equipment, 
handling, receiving, and loading out is as follows: 


| 


| Quantity | Average cost 
| loaded out | per bushel 
ee stored 
Fiscal year: Bushels Bushels Bushels 
ae bas 600, 842, 874 295, 226, 515 113, 769, 004 | $0. 076 
609, 965, 595 213, 896, 729 | | 328, 943, 360 073 
599, 432, 008 180, 578, 159 163, 541, 273 - 056 


Average | Quantity 
inventory | received 


588,576,700 | 202,786,233 | 148, 540, 240 
321, 360,599 | 196, 030, 997 | 55, 204, 605 
242, 369, 929 818, 758 | 39, 709, 118 
297, 862, 630 5, 153, 062 61, 326, 271 
295, 702, 831 106, 964, 596 19, 474, 269 | 


Mr. McLarty. The thing you have to understand in this connection, 
Mr. Marshall—I’m sure you do understand—is that we are, of course, 
responsible when we store it in our own facilities and, of course, the 
warehouseman assumes that responsibility when it is stored in his 
warehouse. 

TOTAL COST OF STORAGE PROGRAM 


Mr. Marsuaui. How much money are you giving to States and coun- 
ties this fiscal year to operate the program? Do you have those fig- 
ures? Not by county or by State but by total. 

Mr. McLatn. National. We will furnish that. 

(The information referred to follows:) 


Current allocations to the ASC State and county offices for grain storage oper- 
ations for the fiscal year 1959 total $33,897,052. 


SALE OF GRAIN TO COMMERCIAL WAREHOUSES 


Mr. MarsHauu. Do you move grain from a bin site to a neighboring 
commercial warehouse for stor: age? Have you done any of that? 

Mr. McLarty. Do you want to speak to that ? 

Mr. Patmpy. The answer first is “No.” It is not for storage. We 
have done it on occasion to make room to take over the new crop at that 
point where we need the space. But to answer the question for stor- 
age, “No.” 

Mr. Marsnatt. And do you sell any of this grain to warehousemen 
where it isstored? You do that, don’t you? 
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Mr. Patmpy. From the bin site? 

Mr. Marsuauu. Yes. 

Mr, PauMpy. Yes. 

Mr. Marsnauyi. And how do you arrive at that price? Do you do 
it by phone or letter or personal interview or by bids? 

Mr. Patsy. Bids. 

Mr. MarsHann. By bids. I have a copy of a wire picked up in one 
of your regional oflices that concerns instructions on delivery of corn 
Jast year. Itsays: 

You are instructed to dispose of corn for unrestricted use which on delivery 


from farm storage to the country warehouses is determined by the warehouse- 
men to be nonstorable because of damage or other factors at the best price 


obtainable but not less than the market price. 

Do your regulations provide that the warehouseman determines 
whether Government-owned grain is storable or not? 

Mr. Paumsy. I think the answer there is that at takeover time when 
the producer delivers to that warehouseman, we stay out of grade 
determination. In other words, between the warehouseman and the 
producer—between them they agree on grade. Consequently, if at 
that time the producer agrees with the warehouseman for settlement 
purposes, this is how commodity settlement is produced. If they de- 
termine that this is nonstorable, this wire is meant to cover that 
situation so that actually we have not made the determination, but 
the producer has agreed with us. 

However, in cases of that kind, if there is any rash of this so that 
we have reason to believe that there could possibly be conniving be- 
tween the warehousemen and the producer, this is watched very 
closely. But it is the producer and warehousemen that agree, and 
remember when the producer agrees with the warehouseman to take 
over because this is nonstorable, he takes the discount himself, so he 
has got everything to lose. 

Mr. Marsuauu. Have you had any abuse of this? 

Mr. Patmpy. Not to my knowledge. Now I am sure in my home 
State, as an illustration—from the takeover a year ago last fall, as I 
recall it, because of a high moisture situation, there was quite a bit 
of corn coming into the picture during the month of September, as I 
recall it, that was of high moisture content, and it delayed the take- 
over by a 1- or 2-week interval just because there was a rash of high 
moisture corn, hoping the moisture would go down so we could store it. 

Mr. Marswauu. Does the Department intend to turn over the Gov- 


ernment-owned bins to the grain trade? Do you plan to do that? 
Mr. McLarty. No, sir. 


EFFECT IN PAYMENT-IN-KIND PROGRAM 


Mr. Marsuauu. It is our understanding that the payment-in-kind 
program has created a tight storage situation in the Minneapolis 
oflice area, as indicated by the investigation report. Is there any plan 
to alleviate this situation ? 

Mr. Patmpy. I think there is some truth to this, but the extent is a 
little difficult to fully assess. We were somewhat afraid of this when 
we adopted the payment-in-kind program because, as you understand, 
the buyer in the Minneapolis area 1s a long way removed from port, and 
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then, too, if this would be pulled from the Minneapolis area for export, 
it most likely would come later in the season which i is from here on out 
when we run into the new harvest season shortly in the southern part 
of the United States. 

In answer to your question of what we intend to do about it, this is 
one of the things we must talk about with the Storage Advisory Com- 
mittee on Fr ‘iday. I fear there is a problem here, pt articularly on 
barley, and ‘i is one of those things that we are just going to have to 

take a look a 

Mr. MarsHauu. You see, up in our country, as you well know, in our 
State much of the grain comes to the market of the United States be- 
fore we reach the harvest period up in our area, and so we have a prob- 
lem that we have an abundant crop with the storage facilities being 
filled in the south of us more rapidly, and if we have a congested situ- 
ation now in our Minneapolis area as far as warehousing is concerned 
and then your crop deliveries south of us have some effect, then this 

may be something that will interfere with the market because we may 
not have anyplace to go with some of our free grain out there which 
would be handled in a commercial way. 

Tam glad to see that your Advisory Committee is looking into that. 

Mr. Patmpy. I would like to say this, too, Mr. Marshall. We have 
never been too happy particularly with the North Dakota area with the 
grain we have been able to hold back out in the country. In other 
words, our utilization of bins in North Dakota has been anything but 
good. The reason is that our takeover time for these crops coincides 
with their planting season, and then when we finally do get it off the 
farm, they are anxious to shove it out of the country and into the termi- 
nal position. 

All I am saying is quite often these rumbles way back from the 
Minneapolis mar ket aren’t as bad as these people say they are. I have 
been following it for some years—I feel I am some authority on this— 
but we are afraid of this one thing above everything else on payment in 
kind, particularly on barley. 


MOVEMENT OF GRAIN TO WEST COAST 


Mr. Marsnartu. Have you moved any CCC grain to the east. or the 
west coast in order not to buy more bins? 

Mr. McLain. Not recently—only to fill the ships. We have done 
a little of that. But to store, other than that. no. Mr. Marshall. 

Mr. Marsnati. What do you have in the Portland area and where 
did it come from ? 

Mr. McLaryx. We will furnish that for the record. We will be 
glad to. 

Mr. Marswary. And at how much cost? That can be furnished for 
the record. 

Has any of the grain shipped to the west coast been placed there 
only for temporary storage ? 

Mr. McLarn. Our west coast situation in the past year or so has 
been, of course, much improved over what it was at one time. We did 
for a while before we put the payment-in-kind program into effect 
move some corn out there to sell; we had an outlet to which we could 
move some and we wouldn’t otherwise have moved it. But since we 
have the payment-in-kind program there is no reason for doing that. 
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So there has been very little movement like we were forced to do at 
one time here from the Midwest out there, simply because we don’t 
have the problem that we did have. 

Mr. Marsuatu. If you have moved any grain out on the basis of 
temporary storage, I would appreciate it if ge would list the kind 
of grain it is and the cost of shipping it to the west coast and where 
it came from. 

Mr. McLarn. All right. 

Mr. MarsHa.u. If you haven’t done 

Mr. McLarty. The time you are talking about is the past 12 months. 

Mr. MarsuHatu. The last year. 

Mr. McLain. All right. 

(The information referred to may be found in the appendix on 
page 2318.) 





POLICY ON PRICE SUPPORT 


Mr. MarsHatyu. On February 28 the following appeared in Feed- 
stulls magazine: 

The drop in supports for cotton, grains, and soybeans is a definite pattern of 
USDA policy. That policy is to lower the level of all crop supports to a point 
where those crops are priced in world markets at world price levels, and at the 
same time reflect. a common denominator of more efficient production. 

The USDA decision on corn and soybeans support levels was one which USDA 
felt would not discourage soybean acreage and a diversion to corn. Some top 
specialists at USDA did not favor the lower levels of support for all crops, 
but they were overruled on the showdown before the Secretary of Agriculture 
when the decision reached the front office. 

USDA officials are seeking a gradual lowering of price-support levels for all 
crops so that they can attain a common denominator for feed and food grains. 

Would you please give me a statement as to the accuracy of these 
statements? Will you do that? 

Do you want to take some time to put them in ? 

Mr. McLarn. I don’t like to comment on the accuracy or inaccuracy 
of other people’s statements, Mr. Marshall. I will try to give you the 
facts. Of course, the corn support rate was not determined by the 
Department of Agriculture. It was determined by statute, which is 
very specific as to what it shall be. It shall be 90 percent of the last 
3-year average market price or 65 percent parity, whichever is higher, 
and the $1.12 rate, of course, is 90 percent of the 3-year average mar- 
ket price. That was not 

Mr. MarsHat. I realize this statement I have made—the matter of 
reading it—is dealing with a matter of USDA policy which has been 
printed in this magazine, and therefore it is in a publication that is of 
some note and I am interested in knowing what the policy was, what 
the philosophy was of the Department, and while it isn’t the ideas 
perhaps of anyone in the Department, this has been quoted as ideas 
of somebody in the Department, which they don’t say who it is, but 
they are quoting it as a matter of pattern of the U SDA policy, and I 
would like for you at your leisure to place in the record for us a 
statement that would explain where this is in error as far as USDA 
policy, or to confirm it. 

Mr. McLarn. I would hate to do it this way. I would rather state 
what did happen. I don’t like to get tangled up in comments on what 
somebody said or didn’t say. That is embarrassing to me and I just 
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don’t like to do it. I will put it in a statement of what the facts are 
and I am sure that is all you want. 

Mr. Marsuaxy. Off the record. 

(The information referred to follows:) 











DETERMINATION OF 1959 NATIONAL AVERAGE PRICE Support LEVEL FOR Corn, 
OatTs, BARLEY, GRAIN SORGHUMS, RYE, AND SOYBEANS 


CORN 


The support level for 1959 and subsequent years crop corn is prescribed in 
section 105(a) of the Agricultural Act of 1949, as amended, as follows: 

“Sec. 105. (a) Notwithstanding the provisions of section 101 of this Act, be- 
ginning with the 1959 crop, price support shall be made available to producers 
for each crop of corn at 90 per centum of the average price received by farmers 
during the three calendar years immediately preceding the calendar year in 
which the marketing year for such crop begins, adjusted to offset the effect 
on such price of any abnormal quantities of low-grade corn marketed during 
any of such year: Provided, That the level of price support for any crop of corn 
shall not be less than 65 per centum of the parity price therefor.” 

The average market price was compiled by the Agricultural Marketing Service 
and such price was weighted in accordance with legislative history, adjusted 
to reflect the marketing of low-grade 1957 crop corn, and further adjusted to 
reflect corn under price support delivered to CCC. The support level was com- 
puted at $1.12 per bushel which is greater than 65 percent of the February parity 
price of corn. 






































OATS, RYE, BARLEY, AND GRAIN SORGHUMS 


The support level for oats, rye, barley, and grain sorghums for 1959 and 
subsequent crop years is mandatory and established in accordance with section 
105(b) of the Agricultural Act of 1949, as amended which is quoted below: 

“Sec. 105. (b) Beginning with the 1959 crop, price support shall be made avail- 
able to producers for each crop of oats, rye, barley, and grain sorghums at such 
level of the parity price therefor as the Secretary of Agriculture determines is 
fair and reasonable in relation to the level at which price support is made 
available for corn, taking into consideration the feeding value of such commodity 
in relation to corn, and the other factors set forth in section 401(b) hereof.” 

Mr. Marvin L. McLain, Assistant Secretary, presented a statement before the 
Livestock and Feed Grains Subcommittee of the House Committee on Agri- 
culture which outlines the factors considered in establishing the support levels 
for each of these grains. Mr. McLain’s statement follows: 





STATEMENT OF Marvin L. McLaAtn, ASSISTANT SECRETARY, DEPARTMENT OF AGRI- 
CULTURE, BEFORE THE LIVESTOCK AND FEED GRAINS SUBCOMMITTEE OF THE 
House COMMITTEE ON AGRICULTURE, MARCH 138, 1959 


Mr. Chairman and members of the committee, I appreciate this opportunity 
to respond to the request of your chairman for a complete review of the factors 
used in the determination of price supports for corn and other feed grains. I 
feel that when you have had an opportunity to review the entire situation you 
will agree that the actions taken were reasonable in light of the basic facts. 


FEED GRAINS 


Under the Agriculture Act of 1958, it is mandatory that beginning with 1959 
crops feed grains be supported at such level of the parity price as the Secretary 
of Agriculture determines is fair and reasonable in relation to the level at which 
price support is made available for corn, taking into consideration the feeding 
value in relation to corn, and the other factors set forth in section 401(b) of the 
Agricultural Act of 1949 as amended. From the debate and language of the act 
it is clear that while the support level of feed grains is required to be fair and 
reasonable in relation to corn support after taking into consideration the dif- 
ferences in feeding value, consideration also must be given to the other factors 
eontained in section 401(b) of the Agricultural Act of 1949 as amended. 
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The eight factors set forth in section 401(b) are as follows: (1) the supply 
of the commodity in relation to the demand therefor, (2) the price levels at which 
other commodities are being supported and, in the case of feed grains, the feed 
yalues of such grains in relation to corn, (3) the availability of funds, (4) the 
perishability of the commodity, (5) the importance of the commodity to agri- 
culture and the national economy, (6) the ability to dispose of stocks acquired 
through a price-support operation, (7) the need for offsetting temporary losses 
of export markets, and (8) the ability and willingness of producers to keep 
supplies in line with demand. 

Under the Agricultural Act of 1958 the price support for corn is determined 
on the basis of 90 percent of the previous 3-year average market price but not 
less than 65 percent of parity. In accordance with this requirement the 1959 
price support corn has been calculated at $1.12 per bushel. 

Let us review each of the eight factors set forth in section 401(b) in turn. 


(1) THE SUPPLY OF THE COMMODITY IN RELATION TO THE DEMAND THEREFOR 


Supply and utilization— Marketing year 1958-59 



































[Millions of bushels] 
Grain sor- Barley Rye Oats 
ghums 
a ine La inane ecisa Lb ae miieee 309 168 10 326 
Sune CRONIN 8 oS Son: nda dak cmeeens Coseneous 615 470 | 33 1, 422 
RUN RUNS iS Bose in ne cls cea ena uueeen cull webia mh bee 20 | 3 15 
REE NRE Sastre cago Gos a: cntwacchepaedax<ados 924 | 658 46 1, 763 
Estimated domestic disappearance... ------- pithact ge untknts 334 Tee 348 | Pn ae 1, 363 
PM MEINIOEE occu ckhasecnupaxkarwccs badaseoceune 90 110 | 8 25 
TU MONON: c- « cos.- oe inecccndssaccawcuen 424 458 32 1, 388 
Estimated carryover at end of marketing year.._...._- 500+ 200 14 375 





The following factors should be noted for each of the commodities. 


A. Grain sorghums 


1. The total supply of grain sorghums is equal to more than twice the indicated 
total disappearance, even though disappearance was up in 1958-59. In the case 
of corn the total supply relative to indicated use is substantially less—152 percent. 

2. The grain sorghum surplus is greater, relatively speaking, than corn. 

(a) The estimated grain sorghum carryover of 500 million bushels is equal 
to 1% years domestic disappearance. For corn it is about half a year. 

(b) The estimated grain sorghum carryover of 500 million bushels is equal to 
125 percent of our total disappearance. For corn it is 52 percent of disappear- 
ance. 


B. Barley 


1. Production is well in excess of any previous year and is at an alltime record 
high. 

2. The total supply is at an alltime record high and over 40 percent in excess 
of indicated use for 1958-59, which is expected to be considerably above average. 

3. Stocks at the end of the 1958-59 season are expected to be the highest of 
record and 20 percent above last year’s previous record. 

4. CCC stocks are expected to reach an alltime high, of 125 million bushels, 
at the end of the 1958-59 season. 


C. Rye 


1. Production in 1958 was the largest since 1942 when we were feeding large 
quantities of rye for livestock. 

2. The present total supply is almost double estimated domestic use (our only 
unsubsidized market) and 50 percent larger than estimated total use, even though 
total use will be well above 1957-58 and average (1952-56). 

3. Stocks at the end of the 1958-59 season will be considerably (about 40 per- 
cent) above 1957-58 and larger than average (1952-56). Most of these stocks 
will be owned by CCC. 
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D. Oats 


1, The total supply is nearly 30 percent above expected total use even though 
use will be a little above average. 

2. Stocks at the end of the 1958-59 season will be at an alltime record high and 
more than 50 percent above their level 2 years ago. 

3. CCC stocks are expected to go up to an alltime high of 62 million bushels 
by the end of the 1958-59 season. 


(2) THE PRICE LEVELS AT WHICH OTHER COMMODITIES ARE BEING SUPPORTED AND, 
IN THE CASE OF FEED GRAINS, THE FEED VALUES OF SUCH GRAINS IN RELATION 
TO CORN 


(a) Corn is being supported at 66 percent of parity; other feed grains at 60 
percent of parity. 

(b) The feed value of grain sorghums is equal to about 95 percent of that for 
corn ; barley, 90 percent ; oats, 90 percent ; and rye, 85 percent. 


(3) THE AVAILABILITY OF FUNDS 


(a) There are sufficient funds available to support these crops at realistic 
levels. However, overall speaking we are Close to the present limit on our borrow- 
ing authority. 

(4) THE PERISHABILITY OF THE COMMODITY 


A. Grain sorghums 


1. There is considerable concern as to the practicability or feasibility of carry- 
ing grain sorghums in storage for more than 2 years, and safe storage of grain 
is a major problem in the area in which grain sorghums are produced. This 
could create certain storage problems in view of the large stocks held by the 
Government and the limited outlets. Considerable storage, handling, and interest 
charges will be incurred before disposal. 


B. Barley, rye, and oats 


1. These crops will store for reasonable periods of time. However, due to the 
problems of disposal substantial storage, handling, and interest charges will be 
incurred before disposal. 


(5) THE IMPORTANCE OF THE COMMODITY TO AGRICULTURE AND THE NATIONAL 
ECONOMY 


The value of the various feed crops produced in 1958 and the percentage of 
total value of all crops are as follows: 








Value Percentage 





5, Se eee . 2 ss ail $4, 068 
Oats__ aif ; ee re ee te eee stint atch a 808 
Grain sorghums_.--__- eaneeied rs : citiadmam kes e 602 
Barley ert os co tana ons bs a wide eeesiemos atuceon noes 412 


Millions = 
32 | 





(6) THE ABILITY TO DISPOSE OF STOCKS ACQUIRED THROUGH A PRICE-SUPPORT 
OPERATION 
A. Grain sorghums 


From the 1957 crop CCC acquired about half of the crop under its price-sup- 
port operations. It is estimated that from the 1958 crop CCC will acquire a very 
high proportion—about 40 percent of the crop. As a result the carryover which 
is almost entirely owned by CCC has gone up very rapidly from 79 million 
bushels on October 1, 1957, to 309 million on October 1, 1958, and will reach an 
estimated 500 million on October 1, 1959. Only 7.5 percent of 1957 crop of corn 
was taken over by CCC. Our major disposal outlet for grain sorghums—in view 
of the domestic surplus—is by export, and export demand even with a heavy 
subsidy has been limited. These increasing stocks thus reflect the extreme dif- 
ficulty of disposing of stocks acquired from our price-support operations. It 
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should be noted that the carryover has gone up more than sixfold in a 2-year 
period. 


B. Barley 

CCC acquired almost 30 percent of the 1957 crop and is expected to take over 
about 15 percent of the 1958 crop. CCC stocks of barley are expected to reach 
about 125 million bushels by the end of the 1958-59 marketing season, a new 
record high. In view of the domestic surplus, exports constitute the major outlet 
and, as in the case of other feed grains, disposals are limited to the payment-in- 
kind made on exports from commercial stocks. 


C. Rye 

CCC stocks have been going up for 2 years in succession due to the fact 
that only a small part of the rye placed under price support loan is redeemed 
and that outlets are limited. Considerable difficulty is expected in disposing of 
these stocks, since the major disposal outlet in view of the domestic surplus is by 
export, and all exports are subsidized. Export disposals from CCC stocks are 
by means of payments-in-kind under the export subsidy program—which points 
to quite a lengthy liquidation period. 


D. Oats 

The major outlet for CCC oats—as for other feed grains, due to domestic 
surpluses—has been export. Export disposals have provided only limited out- 
lets, since oats are bulky and hard to export. All exports have been subsidized 
in recent years and the current subsidy is about 35 cents per hundredweight. 
Difficulty in disposing of stocks is indicated by the fact that stocks have been 
going up for 3 years in succession to reach new record highs. 

The Government price-support activities which are resulting in substantial 
acquisitions are as follows: 


Price-support activities 





1957 crop 1958 crop 

Commodity Unit | } Net amount 
| Takeover Percent of | under price | Percent of 
in 1958 production} support production 

Feb. 15, 1959 ! 

| el 

| Million Million| 
Corn a al he ee aE 1! POEs cde cnaie 257.7 7.5 230. 2 6.1 
Oats Ute edkuak dvatobonatasi naan Ge cuseaoaw 43.3 3.3 80. 2 | 5.6 
SE act peer ee Sempslneas Skeets j 118. 0 27.0 92. 4 | 19. 6 
Grain sorghums.- -- ..--------| Hundredweight 155. 8 419.3 150. 9 | 43.8 
Nice a ea te x PMUO.. ccbcnune 7.2 26. 4 10. 5 | 32, 4 

| 








‘Feb, 15 amounts put under loan minus repayments through Jan. 31. 
(7) THE NEED FOR OFFSETTING TEM PORARY LOSSES OF EXPORT MARKETS 


There have been no temporary losses of export markets. Exports are normally 
minor factors in the disappearance of feed grains. It requires substantially 
greater export subsidies to move into export the other feed grains as compared 
with corn. The following table shows the subsidy requirement, by months, per 
hundredweight, for each of the feed grains: 


Corn Grain Barley Rye | Oats 
sorghums 


October 1958 = et 5 ee Oe = 0.11 0. 34 0. 32 0. 55 0. 51 
November 1958 ; = oe . 06 38 36 5s 44 
December 1958... .- Bi ceed . ee 4 04 36 38 62 44 
January 1959... Of . 37 41 64 .40 
February 1959. 07 29 35 66 35 


_—_—— 
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(8) THE ABILITY AND WILLINGNESS OF PRODUCERS TO KEEP SUPPLIES IN LINE WITH 
DEMAND 


A. Grain sorghums 


1. In recent years there has been a tremendous increase in acreage and pro- 
duction—part is due to the fact that the acreage taken out of the production of 
cotton and wheat has been shifted to the production of grain sorghums and part 
is due to the attractive support levels. The acreage of sorghums harvested as 
grain and the production has increased as follows: 


(million (thousand 


(million (thousand 
acres) bushels) 


acres) bushels) 


i Tce, ae 
Harvested Production ast | Harvested Production 


115,719 || 1957 19. 5 
235, 205 || 16.8 
242, 526 || 


i} 
| 


90, 741 | 9.3 
| 
| 
| 


2. Production has increased at a significantly faster rate than demand, as 
indicated in the stock figures cited earlier. 


B. Barley 


There have been significant surpluses of barley over the quantity for which 
there is a demand at support price since 1953-54. Since that year CCC has 
acquired about 465 million bushels of barley, or about 1% times a normal year’s 
crop. The trend in production in recent years has been upward despite a 
relatively stable domestic market—the only unsubsidized outlet for barley. 
This increase in production to a large extent reflects higher yields per acre 
under the stimulus of the support program. Since exports prior to 1958-59 
were almost entirely from Government stocks, this excess over domestic use 
was taken over by the Government. 

C. Rye 

CCC has taken over significant quantities each year since 1953-54 because 
production exceeded demand at support prices. These acquisitions including 
those expected from the 1958 crop amount to 46 million bushels, or about double 
an average rye crop. 

Acreage planted to rye has remained relatively unchanged despite the sur- 
pluses. At the same time yields have gone up significantly so that production 
has expanded despite the stable acreage. This increase in production has 
occurred notwithstanding the fact that domestic disappearance has been 
relatively stable. 


D. Oats 


Production has exceeded quantities for which there was a demand at the 
support price since 1952-53. Since then CCC has acquired about 265 million 
bushels of oats. Production has exceeded domestic use primarily because of 
increases in yield per acre. 

As you can see from the above presentation, we have given serious considera- 
tion to each of the factors as required by law in determining the 1959 price 
support levels for corn and other feed grains. My colleagues and I will be glad 
to reply to the best of our ability to any questions which you may have. 


Production trends in feed grains and rye 
[Million bushels} 





1958 as 
1957 9f percent 
of 1953 


3, 422. 3, 799.8 118. 4 
564. 614.8 531.4 
437, 470. 4 190.7 

1, 301. 1, 422. 2 123.3 

27. 2 | 32.5 172.0 


.9 | 3,057.9 | 3, 229. 
Grain sorghum____......___- 5.7 235. 3 242. £ 
ONG .s5 ket ccx eset see 7 379.3 | 401. 
Re ci ceecenmaine , 153. 2 1,409.6 | 1,503 
RO ne eke aac 8.9 | 25.9 29. 


Total, these grains 4, 744.4 5, 108. 0 5, 405. 6 


2 oN 
@ NN ONwW 


5,752.0 | 6,339.7 133.6 
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SOYBEANS 


In determining the 1959 crop price-support level for soybeans, a nonbasic 
commodity on which price support is permissive, the eight factors specified in 
section 401(b) of the Agricultural Act of 1949, as amended, were considered. 
The eight factors are: (1) The supply of the commodity in relation to the 
demand therefor, (2) the price levels at which other commodities are being 
supported and, in the case of feed grains, the feed values of such grains in 
relation to corn, (3) the availability of funds, (4) the perishability of the 
commodity, (5) the importance of the commodity to agriculture and the national 
economy, (6) the ability to dispose of stocks acquired through a price-support 
operation, (7) the need for offsetting temporary losses of export markets, and 
(8) the ability and willingness of producers to keep supplies in line with demand. 
The 1959 support level was set at $1.85 per bushel. A review of the eight factors 
follows: 

(1) The supply of the commodity in relation to the demand therefor.—Partic- 
ular consideration was given to the supply of soybeans in relation to the demand. 
At the time the support level was determined it was noted that overall pro- 
duction of oilseeds in 1958 was large and that soybean production totaled 574.4 
million bushels, far exceeding any previous year’s production. With a carryover 
(October 1) of 21.1 million bushels, the total supply of 595.5 million bushels is 
roughly 69 percent more than the 1952-56 average and about a fifth greater 
than last year’s supply. The October 1, 1959, carryover could easily run about 
90 million bushels, the largest of record. These increases in soybeans directly 
reflect in the size of the food fats—some 13.4 billion pounds—about 15 greater 
than the 11.7 billion pounds a year earlier. 

(2) The price levels at which other commodities are beim@ stpperted and, in 
the case of feed grains, the feed values of such grains in retetion te corn.—The 
1959 levels of support for the oilseed crops, competing graim crops, and cetton 
are as follows: 











| National | Percentof 
Commodity Unit | average sup- parity For month of— 
port rate 
Flaxseed _ __ : ..| Bushel — $2. 38 60 | February 1959. 
Cottonseed -.-- Po -nae esd 38. 00 57 Do. 
Corn !..... banded iateebes Bushel bea g 1.12 66 Do. 
e....... naa a e a aa . 50 70 Do. 
ORE 8 Soe cc cztaddakechee ea | 182 vadadal . 90 70 Do. 
Barley. _. s epbkel pak nteecacksis duos tna .77 70 Do. 
Grain sorghums. _....| Hundredweight__- 1, 52 7 Do. 
NOE 8 5 a pay dann pe Ca) ena eae 1.81 75 | May 1959. 
Rice !. sss nn sa stents as i Gece anco SR 4. 38 75 | December 1959. 
Cotton (upland): 
Choice A.-- csnceatanll SS clean i . 3040 | 80 | February 1959. 
Choice B__. ‘ 1S wis allis 


ce | . 2470 65 Do. 





1 Subject to upward adjustment, if necessary, at beginning of marketing year. 


It was considered that the $1.85-per-bushel support level for soybeans would 
place this crop in its proper relationship to crops competing for acreage and 
markets. 

(3) The availability of funds.—It is estimated that CCC funds will be avail- 
able for this program at a realistic level of support. 

(4) The perishability of the commodity.—Soybeans are generally storable for 
a sufficient length of time beyond the period of acquisition by CCC to allow 
for orderly disposition of stocks that may be acquired by CCC under price- 
support programs. 

(5) The importance of the commodity to agriculture and the national econ- 
omy.—Soybeans are our greatest source of high-protein feeds and edible oil and 
rank fifth in total value of production among the 70 Principal Crops, an AMS 
publication. Soybeans are an important cash crop in about 30 States with 
a 1958 estimated farm value of $1,134,281,000. 

(6) The ability to dispose of stocks acquired through a price-support opera- 
tion.—It is anticipated that any quantities of soybeans acquired by CCC under 
the 1959 support program ean be disposed of in an orderly manner. 

(7) The necd for offsetting temporary losses of export markets.—There have 
been no losses in export markets—soybean exports are increasing and a further 
increase is expected in the 1958-59 marketing year. 
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(8) The ability and willingness of producers to keep supplies in line with 
demand.—Producers have greatly expanded their soybean acreage each year 
through 1958 with an increase in production that caused some surplus the last 
2 years. Some of this increase in acreage was due to allotment controls on 
corn and cotton but with no acreage controls on 1959 corn production and a 
provision in the cotton program to allow for overplanting of allotments it is 
expected that some acreage formerly planted to soybeans will be planted to 
corn or cotton. This expected shift should tend to bring soybeans production 
in line with demand. 
Mr. Natcuer. Mr. 


Chairman, Andersen. 





I yield to Mr. 









EFFECT OF CONSERVATION RESERVE PROGRAM ON STORAGE PROBLEMS 





Mr. Anpersen. Thank you, Mr. Natcher. I might say it is very 
good of you to yield, because I do have a very important conference 
over at the other side of Capitol Hill at 4:30. I appreciate your 
action, Mr. Natcher, and I won’t take up any more time than what I 
must do to bring out two points here. 

Mr. McLain, I first want to say this: You asked for suggestions 
from this subcommittee, if we had any, in connection with your prob- 
lem having to do with the coming storage in the fall of commodities 
which you must take over. Now, in the first place, I consider that 
you people do have the responsibility of trying to look ahead and see 
to it that the storage is available. You, in your particular capacity, 
are not responsible because of certain legislation. What you have to 
do is to do the best you can with the job that is facing you, and the 
American people as a whole, I think, would object very strenuously, 
and I know the farmers would, especially so, if there was not a place 
to store this grain when it was turned over to you. 

Now I want to ask you a question in that connection. I want to go 
into the conservation reserve, as to how that might affect the quantity 
of corn, for example, and that affects storage space. What is the con- 
servation reserve picture as of this time? What are the intents on the 
part of the farmers of the United States in taking out acreages ? 

Mr. McLarty. We'll get into detail on this in the soil bank hearing, 
which will be this week. 

Mr. Anpersen. Well, can you hazard a guess now, and then correct 
it in the record, sir ? 

Mr. McLarty. Yes; our total—now you are talking about acres? 

Mr. AnpersEN. Yes; acres this crop year. 

Mr. McLarty. Our total that will be in the conservation reserve after 
the signup for the 1959 crop year, which was done last fall, will be 
in the neighborhood of 23 million acres. 

Mr. Anpersen. Now, one much of that 23 million acres do you 
think means a certain number of acres of feed grains, corn, barley, 
oats, grain sorghums are taken out ? 

Mr. McLarn. We have done some estimating on this, and we have 
done it in a manner that I think you will agree is as accurate as we 
could, without spending a lot of money. ‘We have gone out into 
several key States, and then have taken key average counties in those 
States. We have gone out and had our people check the contracts 
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that we have actually signed up, what was in the acres under those 
contracts the last 2 years, which gives us an indication of the kind of 
land we are getting and in what “it formerly was planted. That has 
been projec ted, and we have issued a press release on it, and I would 
be glad to release that for the record, Mr. Andersen. 

Mr. Anprersen. Can you approximate it today, and leave it for the 
record and correct it later? 

Mr. McLain. Yes, the estimate—corn, 3,697,000 acres, or 142,700,000 
bushels; wheat, 2,356,000 acres, or 45 million bushels: cotton, | 571 "000 
acres, or 378,000 bales ; peanuts, 133,000 acres, or 103,786,000 pounds; 
rice, 4,000 acres, or 140,000 hundredweight. Tobacco, 10,000 acres, or 
14,913,000 pounds; oats, 3,609,000 acres, or 123,780,000 bushels; barley, 
1,335,000 acres, or 36,178,000 bushels; soybeans, 968,000 — or 18,- 
389,000 bushels; sorghum grain, 3,547,000 acres, or 85,352,000 bushels; 
flaxseed, 470,000 acres, or ny 391,000 bushels; dry edible ins ans, 73,000 
acres, or 672,000 hundredweight; Lrish potatoes, : 32,000 acres, or 7,206,- 
(00 hundredweight. Then ther e are some minor ones in addition: 

Mr. ANperseN. Thank you. Now, Mr. Chairman, could I ask that 
Mr. McLain, at this point in the table that he has just quoted from, 
approximate as far as possible and indicate in that table also, the pro- 
portion of the whole cost that these figures in each instance represent ? 

Mr. McLatn, Yes. 

Mr. Marsuatyi. With no objection, it will be placed in the record at 
this point. 

(The document referred to follows:) 





NoRMAL USE OF CONSERVATION RESERVE LAND 


USDA REPORTS ESTIMATED NORMAL CROP USE OF LAND NOW IN CONSERVATION RESERVE 








[Press release, Washington, Feb. 13, 1959] 





Several million acres which have normally been planted to leading crops will 
he included in the conservation reserve of the soil bank in 1959, the U.S. Depart- 
uent of Agriculture reported today on the basis of a recent survey of program 
participation. 

The conservation reserve is the continuing part of the soil bank under which 
farmers contract to withhold general farmland from production for periods of 
3,0, Or 10 years, while they are carrying out soil, water, and wildlife conserva- 
tion practices. 

A total of 23.2 million acres is expected to be under contract in the program 
for 1959, ine luding an estimated 138.2 million acres from the current signup which 
is still in progress, and approximately 10 million acres from contracts signed in 
previous years. 

Estimates of former crop use on this reserve land include: 3.7 million acres 
lormally devoted to corn; 3.6 million to oats; 3.5 million to grain sorghums; 
-4 million to wheat; and about 10 million acres to other crops, hay and pasture, 
ind special uses. These acreage estimates do not represent only changes in land 
we between 1958 and 1959. A substantial part of the acreage involved was put 
under conservation reserve contracts in 1958 or earlier years. 

Data for the estimates were taken in sample areas from contracts, applies 
lions for contracts, and performance reports which are available in local deaate 
igricultural stabilization and conservation (ASC) offices. Farmers have sup- 
plied crop records for the 2 years preceding the first year each farm participated 
thas been signed up to participate in the program. 

The table on the other side of this page shows the estimates of crops which 
Were hormally grown on the reserve acreage, the normal acreage, and production. 





Estimated normal acreage and production of specified crops on land in the conserva- 
tion reserve for the 1959 crop year ! 





a 


Estimated 
Cropland use normal Estimated normal production ? 
acreage 


, Corn. ... Be , 697,000 | 142,671,000 bushels. 
2. Wheat 2, 356,000 | 45,000,000 bushels. 
3. Cotton 2 571,000 | 378,000 bales. 

. Peanuts__- ‘ 133, 000 | 103,786,000 pounds. 
5. Rice | 4,000 | 140,000 hundredweight. 
6. Tobacco_ _- : eS 10,000 | 14,913,000 pounds. 

. Oats.-- : 3, 609,000 | 123,780,000 bushels. 

. Barley ; oe , 335, 000 | 36,178,000 bushels. 

. Soybeans ca ede a 968, 000 | 18,389,000 bushels. 

. Sorghum grain - é | 3, 547,000 | 83,352,000 bushels. 

. Flaxseed a . 470, 000 | 3,391,000 bushels. 

. Dry edible beans_-_-_-_-- 7 73,000 | 672,000 hundredweight. 
3. Irish potatoes - 32,000 | 7,206,000 hundredweight. 

. Hay and pasture canoes Seuss , 711, 000 | 5,605,000 tons, hay equivalent.” 
5. Vegetables ~ | 178, 000 | (3). 

. Other crops, summer fallow, idle, and failure | , 166,000 | (8). 


, Total, including duplication * _ = 23, 860, 000 
. Estimated conservation reserve acres 4 23, 241, 000 





1 Does not represent only changes from 1958 to 1959— part of the acreage involved was put under reserve 
contracts in 1958 or earlier years. 

2 The estimated normal production is based on the average yields for the past 5 years (1945-58) adjusted 
for the location and quality of the land signed up unde: the conservation reserve program. 

3 No estimate. 

‘Item 17 is larger than item 18 due to double cropping, crop failure replanted, and similar unusual land 
uses. Conservation reserve acres (item 18) reflect estimated achievement at end of current contract signing 
period based on present State authorizations. 


1959 conservation reserve program—FEstimated normal acreage and the estimated 
payments on such acreage 





| 
Estimated 
Estimated | annual and 
Commodity normal practice pay- 
ments per 

calendar year 
NS co as aga Sieastisne ds aeikAS q . Jamiaiede 3, 697, 000 $50, 201, 000 
=a teint bins Sac eine 2, 356, 000 26, 931, 000 
Cotton. ._- te ee J . 4 a ie 571, 000 | 
Peanuts- -_---__- 3 ae =A 133, 000 
Rice___ ‘ at s sie eines lane 4, 000 
; ne sek Sie cic Sei eee 10, 000 

3, 609, 000 

1, 335, 000 

968, 000 

é ; ‘ ioe > ‘ a ain 3, 547, 000 

Flaxseed : ‘ eee oe ‘ 470, 000 
Dry edible beans__ pabwkeaoes x eax J 73, 000 
BE RERIONG So os bea veeniadcndmss : Jf 32, 000 
| ia aii 6, 436, 000 


BESBSSA25: 
esesse222322 
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ENN i nncscag whee pwmdunae acne eee : 23, 241, 000 


Mr. Anperson. On March 2, I entered into a colloquy with Dr. 
Clarkson relative to brucellosis control and its effects upon human 
beings, as well as livestock. I have in my possession a very fine letter 
from Dr. West and another gentleman in our home State, in which 
Dr. West points out that in the accredited areas of the State, as far 
as tuberculosis is concerned, the recurrence of TB 10 years later is 
less than one-third—and this has to do with human beings, is less than 
one-third than that in the unaccredited areas, and I ask permission 
to put that in the record, which is still open, Mr. Chairman, at this 
point, please. 
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Mr. Marsuauyi. With no objection, that will be placed in the 
record. 
Mr. AnperseNn. Thank you, sir. 
(The document referred to will be found on p. 621 of vol. II of these 
hearings. ) 
ROLE OF CONSERVATION RESERVE PROGRAM 


Mr. ANpERSEN. Well, now, getting back to the conservation reserve, 
Mr. McLain, are you making every possible use of the conservation 
reserve in your budget request this year ¢ 

Mr. McLarty. We, as you know, in the last budget a year ago, re- 
quested a program that would permit a $450 million program for the 
conservation reserve. This committee cut that back; the Senate com- 
mittee didn’t cut it back quite so much, but we ended up with a net 
result of a $375 million program. 

Mr. ANDERSEN. What are you requesting this year? 

Mr. McLain. We are requesting the identical amount. 

Mr. AnperseN. How much authority did you have for this crop 
year, as far as authorization is concerned ? 

Mr. McLary. $450 million. 

Mr. AnpersEN. That is the point I want to bring out. Why would 
it not be good business on your part and on the part of the Department 
to urge the Congress to extend this to the limit of the authorization, for 
the purpose of not producing corn and oats and feed grains, especially ; 
that all we’ll have to do if we do produce them is to put them in storage. 
Why wouldn’t this be a good place to extend that ? 

Mr. McLain. This is what we thought a year ago, Mr. Andersen. 

Mr. AnversEN. I know that, and I agree with you. 

Mr. McLain. And we were outnumbered by the —— 

Mr. ANDERSEN. Why, certainly, and you and I had to bow to the 
collective judgment of the other Members of the Congress. I’m ask- 
ing you today, would it not be good business to urge upon the Congress 
to raise this to the authorized limit, and put ea perhaps, on 
taking additional land out of corn production, for example, rather 
than see it go into corn production this year, when we know we are 
going to have 10 or 15 million acres’ production of corn that we’ll 
never use. Now, that is what I am offering as a suggestion, and as 
a question, if that would help you, in a way, to solve a little bit of 
your storage problem, if we did not produce that amount. 

Mr. McLarn. I can answer that this way. I think if we had been 
granted $450 million a year ago, as we requested, I’m sure the budget 
this year would have come forward with that recommendation in it. 
We were not granted that, and, as you know, we were operating—I 
guess it’s no secret to this committee, I’m sure—on the basis that we 
were trying to have a balanced budget, and you don’t keep a balanced 
budget if you raise one item very much, because then you start raising 
alot of them. So I think the answer to your question is that it was 
weighed carefully, and some of us had varying opinions on it. The 
final decision had to be made by the administration. The decision 
was that the budget ought to come forward without asking any in- 
crease, and that is the way it is. 

Mr. Anpersen. Another question along this line. How much did 
Commodity Credit—how much is Commodity Credit’s loss, outside 
of giveaway programs, in the crop year 1958 ? 


seseeeee 


eee 
ss 





Mr. Bracu. The restoration of capital requirement requested for 
the fiscal year 1959 is $1,535 million. 

Mr. AnprersEN. How much of that is requested because of Public 
Law 480? 

Mr. Bracn. None of it. 

Mr. AnpersEN. In other words, that is the direct loss entailed by 
Commodity Credit # 

Mr. Bracu. That is right. 

Mr. AnpersEN. $1.5 billion, approximately ? 

Mr. Beacu. That is right. 

Mr. Anpersen. And you anticipate for this coming year ! 

Mr. Bracu. We estimate roughly $11, billion of 1959 loss. 

Mr. Anpersen. As Mr. McLain said, dependent on the weather 
and the good Lord up above. 

Now, if that is the case, and we are faced with a picture of that 
type for the next 3 or 4 years, why don’t we get down to brass tacks, 
use a little commonsense, and advise the extension of conservation 
reserves so we do not produce a lot of these commodities in the next 
few years that we know we have no use for. 

Mr. McLarn. I think a lot of that answer is in the President’s 
message and the Secretary’s—— 

Mr. AnpErRsEN. Can you answer my question, based on your own 
personal knowledge? Do you agree with me, generally speaking? 

Mr. McLain. We agree, or we w vouldn’t have asked for the program 
to begin with. 


ORIGINAL CONCEPT OF SOIL BANK PROGRAM 


Mr. Anpersen. Why, certainly, and you were disappointed when 
the acreage reserve went out, but I was not too much disappointed, 
for this reason: Acreage reserve has nothing whatsoever to do with 
conservation. As one of the two originators of the soil bank—Mr. 
Marshall was the other one—in the Congress of the United States, 
we thought of taking land out of production when we originally put 
it before the Congress. 

Mr. Marsnaui. I want to make it clear that the kind of soil bank 
program we proposed was not the one that was finally enacted into 
law. Our program never entailed anything lke an acreage reserve, 
and it didn’t provide for making contracts to take entire farms out 
of production. 

Mr. Anversen. You and I today do not agree to the thesis that 
we should take whole farms out of production. I think that is ruin- 
ous to the economy of many of my villages. Certainly, I hope you 
people can get away from that entire farm idea, and make it manda- 
tory that not over 50 percent of the average good farmland of any 
farm can go into the conservation reserve. I think it bad for the 
economy. 

I'll tell you, I had one man, an oilman in one of my little villages 
in southwest Minnesota. He came to me last fall and said, “Carl, 
I don’t like the damage done to my community by the conservation 
reserve program.” 

I said, “I’m sorry about that, Bill, but what is the trouble?” 

He said, “On my route in this small village, 13 farms have gone 
out of production entirely into the soi] bank, and that business has 
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disappeared as far as I’m concerned and as far as the business 
people of this area are concerned.” 

I said, “Bill, I hope you realize and remember that I have never 
suggested that 100 percent of the land be taken out, because it means 
a lost farmstead, and it means harm to your community. I’m in full 
agreement with you.” 

Well, that ended the discussion. I think Mr. Marshall will agree 
with me that it has done a lot of harm in taking whole farms out, and 
it is directly against what we are trying to do, and that is to keep the 
family sized farm in production. 

Mr. Marsnaty. It has had an impact on communities in Minne- 
sota. 

Mr. Micnet. Would you yield? 

Mr. ANDERSEN. Yes, Bob. 

Mr. Micuet. How did yours and Fred Marshall’s original concept 
of asoil bank differ from that which we have now, over and above that 
exception which you cited, that you certainly would not favor whole 
farms for the acreage reserve ? 

Mr. AnperseNn. Basically, our conception was to take average good 
land out of production, put a cover crop on it, pay the farmer what- 
ever is necessary to give him an incentive to remove a certain per- 
centage of our available farmland out of production, when we needed 
itout. Certainly to prevent full farms from going out of production. 
We had no such idea, Bob, that that would ever come into being. We 
had no—Mr. Marshall 

Mr. Marsnaty. Fundamentally, I think from the standpoint of the 
program now in existence, the program we proposed was more nearly 
in line with the conservation reserve. Now, one of the proposals we 
made in our proposal was that it would be determined as to how much 
land might need to be removed in order to bring our production in line 
with the market demand, and we proposed that a farm at that time 
might set aside as much as 30 percent of the cropland, and that the 
payments set aside on that 30 percent would be based upon the value 
of that land. 

Now, one of the very bad things that happened in the conservation 
reserve was that the rates of payment on some lands was exhorbitant, 
and still is exhorbitant, in basing it upon the productivity of that land. 
Qur bill spelled out more directly the fact, that this should be based 
upon the value of the land which was removed. 

Now, as my colleague, Mr. Andersen said, we were dealing in our 
proposal, when this land was taken out, we were ignoring what might 
be done with the rest of the cropland. But we were hoping that such 
things as the agricultural conservation program and those things 
would be done as a matter of conservation, to try to do something to 
improve the land that had been removed from the crop system. That 
isbriefly what ours was. 

Mr. AnpersEN. Youareentirely right, Mr. Marshall. 

Mr. Marsnatt. It is interesting to note, at this time, that a Depart- 
ment report stated that our program was too expensive, Mr. Ander- 
sen; that it would cost a sum of $490 million. 

Mr. AnpersEN. I would like to go back, if I may, Bob, at that point. 

Mr. Marshall has brought out the point I was beginning to touch 
on. In the first place, I think we are all agreed that we must figure on 
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a billion and a half, or approximately a billion, as a loss in Com- 
modity Credit for the next few years in an attempt to try to do some- 
thing for agriculture. Now, I believe that you could take $750 million 
conservation reserve program and do much better for the farmers of 
the Nation than we are doing today. I believe that it would remove 
many headaches, Mr. Chairman, and then, as time goes along, let the 
Secretary of Agriculture determine whether we have taken too much 
land out and maybe shorten it, or maybe even lengthen it. I have no 
confidence at all, today, in the statutes we have on the books relative to 
corn. I think that is horrible. The idea that we mine our soil and 
tell H. Carl Andersen and his partner to plant all the corn you want, 
we'll give you about a dollar a bushel, believe me, boys, we are going 
to plant that corn, because that is our best crop. We are going to put 
in this year 300 acres of corn on our land, rather than the 180 we put 
in last year, because it is good economics for us to do so. 


EXPORTING GRAIN UNDER CERTIFICATE-IN-KIND PROGRAM 


I would like a word picture, if I might, from you on just how you 
commence drawing up a proposal for a subsidy payment-in-kind for 
export of feed grains. Now, let’s keep to feed grains. Perhaps you 
can give me an example in oats. Where do you ship the oats, where 
isthe demand? Giveusa word picture, please. 

Mr. McLarty. Mr. Dean—we can both do it, but he works with it 
every day. 

Mr. Anverson. Just a short word picture, Mr. Dean. 

Mr. Dean. What we do, Mr. Andersen, we have five markets in 
the United States that quote every day the domestic market price of 
oats, for example. That information, at the close of the market, 2 
o’clock, comes into our office. Under the certificate-in-kind program, 
just like an exporter does, we pull the commodities from the cheap- 
est market. Then we add the freight to that cheapest market price to 
get it to an f.o.b. position at a port. Then we had. “fobbing” charges, 
the cost of putting the grain on board the vessel. We know the ocean 
freight rate from New Orleans to Rotterdam. That gives us a cif. 
price at Rotterdam. 

Every day, we receive a cable from our office in The Hague that gives 
the prices of oats, landed c.i.f. from Argentina, on the Rotterdam 
market. This is done every day before the bids are received from 
U.S. exporters. 

American exporters submit daily bids in cents a bushel for the dif- 
ferent export periods. 

Mr. ANnvERSEN. Let me ask you this. You ask American exporters 
to bid on certain shipments, in this case oats ? 

Mr. Dean. Yes, sir. Today you can give us a bid, Mr. Andersen, 
for the monthsof March-April, May-June, July—August. 

Mr. Anpersen. They have to go into the open market for the oats? 

Mr. Dean. It must all come from free stocks. Our certificate in 
kind subsidy rate bridges the gap between the domestic market price 
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and the landed price of Argentine oats, or oats from other producing 
countries. 

Mr. ANDERSEN. In the case of oats, how much is that subsidy in 
kind ¢ 

Mr. Dean. In the case of oats, I'll give you the bids for last week. 
On March 2 we accepted bids on 200,000 bushels of oats at 9 cents a 
bushel, to be exported May-—June—on March 3, 145,000 bushels at 12 
cents for March-April. See, that is a closer period. Keeping in 
mind in May—June we’ll be coming into new crop oats in the South. 

On the 8d of March, 105,000 bushels at 9 cents, still for the May- 
June period; and on March 1, 75,000 bushels at 12 cents for March- 
April. 

veri day, before the bid comes in, we compute from market in- 
formation a rate which we believe is necessary for our grains to be 
competitive with grains from other producing countries. The bids, as 
you know, range. They go from a high to low bid, some in the mid- 
die. Based on all the market information we have, both domestic 
and foreign, we calculate a price, to be compared with the bid. The 
bid of 9 cents was accepted, for at that time it was the amount of 
subsidy that an American exporter needed to compete with Argen- 
tine oats on the Rotterdam marfet. 

It varies by periods. 

Mr. Micuex. For delivery in May and June? 

Mr. Dean. These oats have got to move not later than the last day 
of June, and they must come from free stocks. 

Mr. McLain. Now, the certificate, John. 

Mr. Dean. Now, the certificate, Mr. Andersen. We accepted your 
bid on Monday, March 2, for the 200,000 bushels of oats for the May- 
June period. You export the oats during May and June, and give us 
an export declaration, which is proof that you have exported within 
=e required period. Then we give a certificate, 9 cents times 200,000 

ushels, 

Mr. McLarn. Not in dollars. 

Mr. Dean. Not in dollars. It is a certificate and in this example 
the certificate has a value of $18,000. You can take that certificate 
and go to any one of the five grain commodity offices and get $18,000 
worth of corn, oats, rye, barley, or grain sorghum. 

Mr. Anpersen. The same amount, in other words, of any com- 
modity ? 

_Mr. Dean. That is right. It is a dollar value. When this amount 
ls exported you earn an additional certificate. This $18,000 worth of 
oats must come from CCC stocks. 

Mr. ANpErsEN. I understand that. 

Now, will you enlarge in the record on this at this point, and give me 
also examples of corn, grain sorghums, barley, along with the oats, 
please? I think a good picture here at this point will be very inter- 
esting to a lot of people. 
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(The information referred to follows :) 


Datty Brps AccEPTED FOR CoRN, Oats, RYE, BARLEY, AND GRAIN SorGuvuy 
FOR THE WEEK OF Mar. 2 To 6, 1959, AND CUMULATIVE TOTALS 


Certificate-in-kind corn 


——. 


From free stocks | Quantity Accepted | 
bid 
Bushels 
321, 899 $0.05 | March to April. 
200, 000 5 July to August. 
, 520, 000 : March to April, 
600, 000 .08 | May to June. 
100, 000 .09 | July to August. 
210, 000 .05 | March to April. 
120, 000 05 | Do. 
3, 071, 899 | 


Bushels 
Certificate-in-kind corn for weeks Sept. 29, 1958, to Feb. 27, 1959__ 
Certificate-in-kind corn for week Mar. 2 to 6, 1959 


ND HS bio oh loca cds eksesatavnddnnesadees ik theca ansats a eicabiann abiceioeee steals wnvacess GO SEB 


Certificate-in-kind barley 


| 
From free stocks Quantity Accepted Export period 
| | bid 


Bushels_ | | 

1, 140, 000 | | March-April. 

500, 000 | ; |} May-June. 

650, 000 July-August. 

101, 250 ; March-April. 
200, 000 | ‘ May-June. 
284, 000 | 4 July-August. 
200, 000 | .19 | March-April. 
150, 000 | : July-August. 
270, 000 | ; March-April. 
590, 000 | ‘ | July-August. 
330, 000 | ‘ March-April. 
100, 000 | ‘ July-August. 





, 515, 


Certificate-in-kind barley for weeks July 1, 1958, to Feb. 27, 1959___..- Sia i iets alae bushels_. 83, 155, 365 
Certificate-in-kind barley for week Mar. 2-6, 1959_ ee ed ..do.. 4,515,200 


Cumulative total ; do.. 87, 670, 615 


Certificate-in-kind grain sorghums 





. : 
From free stocks Quantity | Acceptedbid| Export period 
| | 


weight 


Hundred- | 
! 
| 96, 320 March-April. 


March 2..-- hea sie 
March 3---- aie baaee : pact 80, 000 35 Do. 

BPD acs . ewes a ie 256, 000 .13 | July-August. 
March 4 S : 100, 800 .13 Do. 
EN Wi atenate nny = as ; ; 56, 000 | 13 | Do. 
Bete 6 030k ~ nnn sve ; war . : 80, 000 | .35 | March-April. 


——$= 


Certificate-in-kind grain sorghums for weeks July 1, 1958 to Feb. 27, 1959....--hundredweight-- 30, 379, 2% 
Certificate-in-kind grain sorghums for week March 2-6, 1959_-.--- ‘ es 669, | 


, Aa 


Cumulative total. ..._-- a Ree CE ee _..-.---- 31,048, 646 
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thels 


35, 179 
71, 890 


57, 078 


669, 10 


——— 


048, 646 
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Certificate-in-kind oats 


From free stocks Quantity | Accepted bid Export period 


Bushels 
200, 000 $0.09 | May-June. 
145, 000 .12 | March-April. 
108, 000 .09 | May-June. 
75, 000 .12 | March-April. 
35, 000 .09 | May-June. 


BO GIO Bcc watenp ence 


Certificate-in-kind oats for weeks July 1, 1958, to Feb. 27, 1959._....-..-_..-.....-.-----bushels__ 23, 021, 521 
Certificate-in-kind oats for week Mar. 2-6, 1959 7 : Fo cae ea ee. 560, 000 


Cumulative total_..._._..__- spa he he epee osm 


Certificate-in-kind rye 


From free stocks Quantity | Accepted bid Export period 


Bushels 
3, 000 $0.37 | March-April. 








Certificate-in-kind rye for weeks July 1, 1958, to Feb. 27, 1959 <a bushels__ 4, 496, 571 
Certificate-in-kind rye for week Mar. 2-6, 1959_____.- heating aed Ss Sb woes kaseng cura 3, 000 


Oummnletiet Grigiist . Co ce eat. weed 0... 4,499, 571 

Mr. Micuet. Might I ask one clarifying question ? 

Mr. AnprersEeN. Yes, Bob. 

Mr. Micuer. This obviously cannot be identical reserve purchases. 
They are just like kind, are they not? Is there any chance for the 
exporter in this case 

Mr. AnpersEN. I was just going to ask that. 

Mr. Micnex. Oh, then go ahe: ud and ask it. 

Mr. Anpersen. Mr. Dean, are you positive that this program works 
out to the benefit of the average farmer, nationwide, in trying to get 
for him a little better price for his product ? 

Mr. Dean. I'll say this, Mr. Andersen. You take barley on the 
west coast. The price of barley to the producer on the west coast has 
averaged about 15 cents above the support rate since we started this 
certificate-in-kind program. 

Mr. Anpversen. Is there any windfall to our grain trade, beyond the 
average profit they are entitled to in the handling of this grain? 

Mr. Dean. I don’t see how there can be. 

Mr. AnperseNn. None of us in this room wants to put private busi- 
ness out of business. At the same time, of course, we don’t want grain 
storage or private traders to have windfalls. I want to guard against 
that here. 

But in your opinion, then, grain trades—we are doing the grain 
trade a good service in bringing back to them a small portion of their 
historic business of handling the grain, are we not ? 

Mr. Dean. Mr. Andersen, the merchandising of all commodities 
under a certificate-in-kind program, whether it is cotton or grain or 
rice, has béen returned to the normal trade channels. 

Mr. Anpersen. Thank you. 
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Now, this further question. In other words, we are helping the 
grain trade people, but at the same time, which is more important to 
me, personally, you are helping the farmers of the United States and 
you are helping Commodity Credit Corporation get rid of some of 
its stocks ? 

Mr. Dean. Yes. 


CERTIFICATE-IN-KIND PROGRAM FOR FLAX 


Mr. Anpersen. If this works as good relative to corn, oats, and feed 
grains—if it works as good for feed grains, how would it, in your 
opinion, work relative to flax. Flaxseed is a big product in the State 
of Minnesota and the Dakotas. 

Off the record. 

(Discussion off the record.) 

Mr. Anpersen. I'll repeat my question on the record: What do 
you think would be the advisability of instituting a similar program 
relative to flaxseed and oil ? 

Mr. Dean. Mr. Andersen, we have had some discussions in the 
Department with reference to a certificate-in-kind program on flax- 
seed. A certificate-in-kind program on flaxseed can i developed, and 
it can be made to work. But keep in mind that your flaxseed and 
most of our market for flaxseed is in the form of linseed oil. So 
naturally you have to develop a certificate-in-kind program to move 
the linseed oil. The takeover date on this year’s crop of flaxseed is 
March 31, which is right on top of us. It looks like, in Mr. Cole's 
area, we will take over about 8 million or 10 million bushels of flaxseed. 

Mr. ANDERSEN. You will take over the flaxseed and not the oil? 

Mr. Dean. The flaxseed, sir. 

Mr. Anpversen. And it is the contention of some people that have 
discussed this that this is apt to create some unemployment due to 
the fact that this flaxseed won’t be processed into oil. Is there any- 
thing to that? 

Mr. Dean. Well, it depends on what markets are for oil. 

Now, the Department arrived at a position, and the flaxseed proc- 
essors were so notified, that for this year we’ll not have a certificate- 
in-kind program because of the shortness of the period. But the 
letter that did go out to the flaxseed people, Mr. McLain, as far as 
I remember, stated that the principle was right. And the letter fur- 
ther advised that the Department would look into a certificate-in- 
kind program for flaxseed this coming fall. 

Mr. ANDERSEN. Now, Mr. Dean—by the way, I wish you would en- 
large your remarks here in any way you wish. But, now, you have 
just told us that the feed grain program has done a lot of good for 
the farmers. 

Mr. Dean. That is correct. But we have had enough ex 
perience—— : , 

Mr. ANDERSEN. Do you have reservations about doing the same 
thing with flax? 

Mr. Dean. I have no reservations. All I am saying is that the 
time is short, Mr. Andersen, to write up a program and get it out. 
When we develop a program, we want the program to work. 

Mr. Anpersen. Mr. Marshall, do you have any questions at this 
point on this? 

Mr. MarsHatu. Had you finished ? 





Mr. ANpeRsEN. No, I just wanted to give you the courtesy, if you 
wished, to get in on this discussion. 


EFFECTIVENESS OF SOIL BANK PROGRAM 


Mr. MarsHauy. I wanted to say this, Mr. Andersen: About two 
things you have covered here ought to be a matter of record. One 
of them is when you and I proposed this soil bank, that the storage 
stocks were vastly different than they are today. Storage stocks are 
almost triple today in Commodity Credit what they were then. So 
when we talked in terms then of a program in the amount of land 
we thought would be necessary to withhold production and the 
amount of money involved, that would be immeasurably more today 
than it was then. 

I would like to say from my own standpoint, since we are talking 
here and we worked on this thing jointly, that in my estimation, it 
would be much, much harder today to put into effect a soil bank 
program than it was when we first proposed it, because one of the 
things that unfortunately has happened is that there has been a 
premium placed on the land of low productivity, that means that 
some of those rates now are today exorbitant. 

It is questionable in my mind, with the stocks we have today, that 
you could take that kind of approach and solve the problem. 


CERTIFICATE IN KIND EXPORT PROGRAM 


The other thing I thought ought to be cleared up as a matter of 
record is, while we are talking about this payment-in-kind thing, a 
few moments ago we were talking about the barley matter in Min- 
neapolis. It does appear that in areas where we have crops stored 
that are a distance from a market as far as shipments are concerned, 
those areas are at a disadvantage on the payment-in-kind program. 

If my assumption is true, based upon some of the mdeomatina we 
gained a moment ago in discussing this barley problem, then it is 
my opinion that the handlers of grain have obtained some benefit 
over and above what a normal structure would be in the matter of 
transportation costs, and on some of those things that you might like 
to make comment. But it does appear as though there was a benefit 
along that line. I am expressing that to you as my opinion. You 
may wish to comment further on that. 

Mr. Dean.’ I would like to, Mr. Marshall, because the grain com- 
panies who own transportation facilities, such as barges, do have an 
advantage over some other grain exporters; but that would be natural 
and normal, even if CCC was not in the picture. 

Vl agree, back in your area and Mr. Palmby’s area, those areas 
tend to be residual supplies of grain, because other grains closer to 
the port will move first. That is exactly what happens in a certifi- 
cate-in-kind program. We'll move barley out of Mr. Palmby’s area 
and your area up until the new crop in California is harvested 
in May. It will be harvested in May and aboard vessels in June. 

Mr. McLarn. This is what would happen if Commodity Credit 
wasn’t in the act. The grain that is closest to the port will move first. 

Mr. Anpersen. Mr. McLain, may I ask you to do this? You know 
there is a considerable group from Minnesota interested in, perhaps, 
what you might call a payment-in-kind for flax or its products, and I 
realize, of course, that last year they said “No,” themselves to it. But 
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all I am asking is, if they try to contact you people tomorrow, that 
you try to make yourself available to them and discuss the question 
with them. I waut to make it clear im the record at this poimt that 
frankly, Mr. Dean, I don’t know if it would be good or not. I am 
thinking of the welfare of my farmers, rather than the welfare of any 
other group. At the same time, if we can do some good for the 
farmers and for the businessmen, I think it would help. 

Mr. Dean. Could we make this clear? Come March 31, I don’t 
see how it will help your producers, because we'll own the flaxseed. 

Mr. McLarn. It is too late this year, Mr. Andersen, from your 
standpoint. As Mr. Dean has indicated, this ought to be reviewed 
carefully, and if we can get a program that we can get concurrence 
on that can do farmers some good, we ought to move into it. 

Mr. AnperseN. And we ought to consider it for next year, if we 
can do so, 

Mr. Natcher, I want to thank you again for your courtesy. 

Mr. Narcuer. You are quite welcome. 

Mr. McLain, on the chart that you filed with your statement, show- 
ing the commodities on hand in the Commodity Credit Corporation at 
the close of the fiscal year ending June 30, you listed grains, wheat, 
cotton, and all other commodities. Now, beginning with the year 
1951, and extending through 1960, by estimate, would it be too difli- 
cult if you were to add tobacco for each of those years? 


Mr. McLatrn. I'll do that. 
COMMODITIES PURCHASED BY EXPORT-IMPORT BANK 


Mr. Narcuer. Mr. McLain, I want to call your attention to one 
matter that was brought to my attention in another subcommittee. 
During the calendar year of 1956-57 and 1958 up to August 15 of 
that particular year, $317 million was loaned by the Export-Import 
Bank to a number of countries abroad, with all of the money used to 
buy agricultural commodities. Out of this amount of $317 million, 
there was a little over $1 million used to buy tobacco. I'll insert 
the exact figure. The figure is about $1,096,000. 

Mr. McLain, what procedure is used as far as the Stabilization De- 
partment is concerned, or the Commodity Credit Corporation, in 
regard to these loans and the commodities that are purchased ? 

Are these loans discussed with you or any member of your Depart- 
ment as to the commodities that are to be purchased? What sugges- 
tion, if any, is made as to the commodity that is to be purchased, and 
the price to be received ? 

Mr. Dean, do you want to answer ? 

Mr. Dean. Yes, sir. 

Mr. McLatn. Then go ahead. I think you can handle this. 

Mr. Dean. Mr. Natcher, we have a man on the General Sales Man- 
ager staff who works closely with the Export-Import Bank. We put 
out from our office the first day of each month a list of commodities 
now in Commodity Credit Corporation’s inventory, what the price 
is for either domestic or export use, commodity by commodity. Not 
only this one individual, but members of our staff, have had very 
many discussions with responsible people in Export-Import Bank. 
The commodities we try to get Export-Import Bank to push in their 
program are those commodities we have the largest surplus of. 
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Mr. Narcuer. Now, let me ask you right at this point, would it 
be asking too much of you to suggest tobacco as you go along on some 
of these loans? 

Mr. Dean. We have suggested that. 

Mr. Narcuer. The reason why I say this, as you gentlemen well 
know, for the past 2 years, as far as burley tobacco is - concerned and 
Dark Air-cured and Dark Fire-cured tobacco, disappearance has ex- 
ceeded production, and we are right proud of that. The tobacco 
program, as you know, has been a successful program, and has cost 
the Government no money. The reason why it has been a successful 
program is because the tobacco fi uwmer, the producer, the tobacco trade, 
and the Department of Agr iculture have cooperated together in a 
splendid manner. ‘That is the reason why tobacco has been a success- 
ful program. 

Now, with the acreage reserve out of existence, we may have some 
tobacco in production this year that we didn’t have last year. We 
naturally want to continue with our present tobacco program. We 
don’t want this program to cost the Government any money. We 
are asking the Department in every instance to push tobacco and the 
sales of tobacco. That is the reason why I bring out this Export- 
Import Bank situation. 

Do you have any further comment to make on it ? 

Mr. Dean. I would say, Mr. Natcher, in addition to working with 
the Export-Import Bank, we are doing all we can through title 
of Public Law 480, and also the barter program. 

Mr. Narcuer. Now, I believe on February 20 of this year, you 
issued a release showing the total oe under Public Law 480 
for the months of July 1958 through January 1959. Is that correct ¢ 

Mr. Bracu. Yes, sir. 

Mr. Narcuer. What was the total amount of commodities sold and 
disposed of under Public Law 480 during this period of time ? 

Mr. Beacu. This release indicated shipments in the total amount of 
4,781,542 metric tons. 

Mr. Natcuer. Now, out of this amount, can you tell me how much 
of that total was represented by tobacco? 

Mr. Beacu. It was 9,462 metric tons. 

Mr. Narcuer. Now, that is not too good. I hope that under the 
authorization under Public Law 480, that every effort. will be made 
to dispose of tobacco, and that especially from now until the end of 
the 1959 crop year, because we certainly don’t want tobacco in trouble 
at the end of this year. Mr. McLain, one way to help us is to dispose 
of as much surplus as we can. 

Mr. McLain. We have this request, of course, Congressman 
Natcher, from all commodity groups. But as wou well know, you have 
a very competent tobacco individual as Assistant Secretary in charge 
of Public Law 480 operations. I’m sure he'll see to it that tobacco 
gets fair treatment, along with other commodities. 

Of course, we have an interagency group that makes the determina- 
tion of these things, and we try hard to be fair to all commodities, 
taking into consideration, of course, the problems that we have 
facing us. Certainly, we have appreciated your attitude, and we'll 
do our best to see to it that tobacco does get fair treatment. 

Mr. Narcuer. I'll appreciate it, Mr. Secretary, and as you well 


know, the people in my section of ‘the United States will appreciate 
it. 
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Mr. McLain, you know that in my home State of Kentucky, about 
45 percent of ail the money received by the farmer for agricultural 
commodities is received from tobacco. That is what it means to my 
people. 

Mr. McLain. We realize that. 

Mr. Narcuerr. I think you people do a good job. You are to be 
commended. Your Tobacco Division is a fine divi ision, and it works 
well with the tobacco trade and the tobacco producer. The same goes 
for all your other departments, and we appreciate the splendid co- 
operation we have always received and are now receiving. As you 
go along, if you will just push tobacco in every instance you can, we'll 
appreciate it. 

Mr. Santangelo? 


CCC COMMODITIES STORED IN AND SHIPPED FROM NEW YORK 


Mr. SantanGeto. Do you have any storage warehouses in the State 
of New York? 

Mr. McLain. Yes, we do have. We have no CCC bins, if that is 
what you mean, but we have warehouses of various types in New 
York. 

Mr. Sanranceio. Do you store any of the Commodity Credit 
Corporation stocks in New York? 

Mr. McLarn. Yes, we have quite a lot of facilities at Buffalo, Al- 
bany, and some other points. And up in New York City. 

Mr. Dean. New York City has cold storage primarily. 

Mr. Bracu. On December 31, 1955, we had 22 warehouses storing 
grain the State of New York, and 50 storing processed commodities 
in the State of New York. 

Mr. Santance.o. Would you say they are about the same number 
today? 

Mr. Bracn. Chances are they are about the same, yes, sir. New 
York warehouses approved under the Uniform Grain. Storage Agree- 
ment as of February 27, 1959, had a total capacity of 69.7 million 
—. 

Mr. Santancero. We have received quite a few complaints about 
C ommodity Credit Corporation items being diverted from shipment 
out of New York into other ports. What is the reason for the diver- 
sion of exports from the New York ports to other ports? 

Mr. McLain. Well, are you talking about the grain now, or perish- 
able commodities ? 

Mr. Santancero. All commodities. 

Mr. McLarty. Do you want to comment, Mr. Dean ? 

Mr. Dean. Under the certificate-in-kind 

Mr. SanranGeto. Would you state for the record what the reduction 
in exports has been from the Commodity Credit Corporation in the 
area of New York City? 

Mr. Dean. I don’t have the figures with me, Congressman, but 
we'll put into the record the total amount of grain reported from 
ports in New York, as compared to Philadelphia, Baltimore, and 
— east coast ports. These figures will include free stocks and CCC 
stocks. 


Mr. Sanrancero. Will you furnish that for the record ? 
Mr. Dean. Yes, sir. 


(The information referred to follows:) 
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Mr. SanTanceELo. Now, back to my other question. 

Mr. Dean. Yes, sir. The problem is this. Commodity Credit 
Corporation no longer moves grain to an export position, except that 
grain for the value “of the certificate, because grain moves from free 
stocks. Now, there is a freight differential, and you and I as an 
exporter are going to move grain the cheapest way. It costs a cent 
and a half less for you or for me as an exporter to move grain through 
Baltimore than it does through New York. It isa freight problem. 
It is a freight differential. It is not a CCC problem. So an exporter 
moves the grain through the cheapest port, by the cheapest trans- 
portation. 

Mr. Santanceto. Well, I don’t know whether you are aware of 
it. Of course, the subsidies that the farmers are getting don’t benefit 
the city very much. The only benefits they do get are the additional 
business when they start exporting it through the port of New York. 

Mr. Dean. Before the certificate-in-kind program, CCC was moving 
grain from one area to another because of lack of storage space. CCC 
moved grain into Albany for storage and exported grain from Albany. 

Mr. SAnTANGELO. Have you discontinued that ? 

Mr. Dean. Yes; we discontinued it under the certificate-in-kind 
program, because the grain is being moved from free stocks, be- 
cause CCC stopped exporting grain on May 12, 1958, and all other 
coarse grains on July 1, 1958. 

Mr. Sanrancero. Well, you are exporting some of these grains 
and other items for relief agencies to European countries; are you 
not ? 

Mr. Dean. Perhaps such as flour or cornmeal, under section 416. 

Mr. SantANGELO. Is the Commodity Credit Corporation exporting 
those, or are private exporters doing the exporting ? 

Mr. Bracnu. Private exporters export them, under the supervision 
of the agencies. The agencies select the carriers and the ports. 

Mr. Santanceto. Well, the CCC is paying for the cost of export. 
How much of the export is going through New York ? 

Mr. Breacu. I don’t know. 

Mr. SantanGexo. Isn’t that part of the reduced amount of exports 
going out of New York, which the CCC could export through New 
York? 

Mr. Bracu. CCC doesn’t control the exports. All we do is make 
the commodities available to the agencies. They export them. 

Mr. McGrecor. Name some of the agencies. 

Mr. Bracn. CARE; United Nations agencies, church groups, and 
some others. 

Mr. Santancero. They select the port ? 

Mr. Beacu. We pay the freight, and that is all. We make the 
commodity available. 

Mr. Sanrancero. And you determine through which port it goes! 

Mr. Bracn. No, we pay after the shipme nt has been made. The 
voluntary agencies select the port and the carriers. 

Mr. Sanranceio. What can you do to relieve this business in New 
York? 

Mr. Bracg. I would say very little. 

Mr. Mciuain. I would say the big end of this change comes about 
due to the shift to in-kind payment. This trade was all turned back 
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tothe free market, with the exception of the in-kind part of it, and the 
free market is now operating just like it would if we were clear out of 
the picture. They are buying the grain where they can buy it the 
cheapest, and moving it where they can move it the cheapest. This 
ig the way they would do if we weren’t in the act. To do anything 
that would upset that, I think, would cost the taxpayers some more 
money. 

Mr. Sanrancevo. If you shipped and stored them in New York, 
they would at least have those to export from New York. 

Mr. McLain. If we went back to the old program we were using 
before we moved into the in-kind program. I think we would be 
right back where we were. We would have these ports all jammed 
upand shipping grains, many times at some extra cost, in order to have 
aplace to put it. If it costs more freight to move it to Albany, and 
we needed space in Albany, we would move it there; this is what was 
ging on before. It was an artificial situation that we partially 
created, ourselves. When we went back to the situation that was in 
effect before we got into the act, the grain exporter goes where he can 
buy the grain the cheapest, and takes it where he can get it into the 
port, because this is the way our system works. What we tried to do 
isput it back into that framework. 

Mr. Sanrancexo. If it is available in New York, he will buy it in 
New York and ship it from New York. 

Mr. McLarn. This the exporter has the right to do. You don’t 
raise much grain right in New York. This is part of the problem. 
Grain is raised back farther away. 

Mr. SantranceLo. We come back to the original question that I 
think Mr. Marshall asked. Do you store any on the west coast? 

Mr. McLain. No, other than what is produced in the area, of 
course. It is stored there, what we get into our hands and don’t use 
in-kind certificates on. 

Mr. SAnTANGELO. Well, many of these items are raised in the Mid- 
west, perhaps in the grain States. But how far away are they stored ? 
They are not stored within that same State. So you ship them to 
other States a distance of many, many miles. 

Mr. McLarn. The wheat and corn, of course, are stored right close 
towhere they are produced. You go down in Kansas—what is the 
amount in Kansas, John? The amount in storage in Kansas is just 
fantastic. Of course, we try to do this to the extent that it is possible 
for us to do, in in-kind operations; we try to keep it as near the point 
of origin as we can until we know where it is going, because if we 
nove it, it may not be where we want it, if it is feed grain. If it is 
vheat, there is no point in moving it and put freight charges on it, 
itil we know where we are going to export it. The increased ship- 
nent by barge down the river has something to do with it. I’m sure 
the St. Lawrence Seaway is going to have more to do with it. People 
ire going to move this grain where they can move it the cheapest. 
Ve are going to do it at least cost to the taxpayers, by letting them 
lo it. This means, I’m sure you will recognize, that artificial things 
that we are not doing now are going to cause minor hardships some- 
place, 

, Mr. SANTANGELO. It is not a minor hardship; it is considerable 
lardship. That business has dropped off considerably in New York 
83913—59—pt. 3——-35 
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and California, and now has increased in Galveston, and in other 
ports. 

Mr. McLarty. We defend the action, of course, on the ground that 
it would cost more. We can’t direct that they pay more money to 
move it through a New York port from out in Illinois or somewhere, 
if they can take it somewhere else cheaper. 

Mr. SantTAncevo. I don’t know where the destination is, if it would 
be in Europe. 

Mr. McLarn. Barges have a lot to do with this, and will have more 
when we get the St. Lawrence Seaway. There are going to be some 
other hardships at other points. 


CCC STORAGE COSTS 


Mr. SanranGero. What is the total cost of storage ¢ 

Mr. McLain. We can give it to you. 

Mr. Beacu. CCC storage cost in the fiscal year 1958 was $408,610,050 
for all commodities in inventory. 

Mr. Santancevo. Is that the cost which is paid to private enter- 
e ises, or does storage costs include the storage costs in the Commodity 

redit Corporation bins ? 

Mr. Beacu. This would include the cost of storage in CCC bins, 

Mr. SanranceLo. What would be the cost to private enterprise, 
apart from the cost of storage in CCC bins. 

Mr. Beacn. We do not have a breakdown, sir, and it cannot be 
readily furnished. All accounts are kept on the basis of capitaliza- 
tion of storage costs into the total value of the inventory. We would 
have to make a complete survey of all our storage payments. 

Mr. Santanceo. The previous question would refer to what have 
you done to reduce the cost of storage. Have you attempted to get 
the reduced cost of storage? Now, as to private enterprise, what have 
you done to reduce the cost of storage ? 

Mr. McLarty. I indicated when you were out, we are in the process 
now of surveying our storage rates. We have done it with our Advis- 
ory Board; it will be done later with the Storage Advisory Committee 
that: will be called in Friday. 

We have a problem, if we stir this thing up, of knowing whether we 
are going to be short of a place to put the grain, and you will have 
farmers on your neck and our neck, mostly on ours, because we haven't 
provided a place for storage. We think it is something that ought to 
be reviewed, and normally, every 2 or 3 years, we do look at it. Ther 
hasn’t been a very dramatic change in the rates since back in 1952, but 
then I think, if there is anything that can be done to hold down the 
costs, we ought to do it. 

Mr. Sanranceno, Can you give me what the cost of storage was, let 
us say, about 3 or 4 vears ago? 

Mr. Beacn. In 1954, it was $236,856,349. 

Mr. Santrancevo. Will you furnish for the record the cost of storage 
for the last 7 or 8 years ? 

Mr. Beacn. We can do it beginning with 1951. 

Mr. McLain. We'll give a ‘figure as to the ene at the begin: 
ning of the year, and the storage cost for that yea 

(The information referred to follows :) 


and total storage costs recorded during fiscal years 1951 through 1958 


s tn inventory at beginning of fiscal year 
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CCC CAPITAL IMPAIRMENT 


Mr. Horan. I have just one question. Including the repair of the 
Commodity Credit Corporation’s capital impairment for the present 
fiscal year and the present supplemental, and what is in the present 
budget, what is the total that we would be paying out in a 12-month 
period ? 

Mr. Bracn. The amount we have asked for in this supplemental 
for reimbursement to the Corporation for costs under Public Law 480, 
the International Wheat Agreement, and other similar costs, is $1,337 
million. We are asking for a restoration of the capital impairment 
for the fiscal year 1958 of $1,500-some-odd million. The total is 
approximately $2.8 billion. 

Mr. Horan. Then in last year’s appropriation you carried it $1,760, 
399 868. 

Mr. Beacu. That has been used to reduce indebtedness to the Treas- 
ury, and resulted in the restoration of borrowing power. But the 
items I mentioned will be restoring borrowing power during the pe- 
riod from now through July 1, 1959. 

Mr. Horan. It will be in excess of $4 billion. 

Mr. Beacu. The total of those three items would be; yes, sir. 


CROP YIELD INCREASE PER ACRE 


Mr. Micnen. Mr. McLain, earlier in the hearing the chairman made 
a point, yesterday, I believe, that over the past 6 years price supports 
have been decreased roughly in the neighborhood of 20 percent. In 
that corresponding per iod, what has been the percentage of increase 
innumber of acres planted in the various crops, and also the percent- 
age of increase in yield per acre in these various crops over the past 
6 years ? 

Mr. McLarn. There has been a dramatic increase in yield per acre. 
This is where the dramatic increases come. Of course, since we have 
had the acreage reserve, the number of acres harvested has been going 
the other way. 

In 1958, for instance, we had the lowest harvested acreage in over 
4) years. 

Mr. Micuen. Might we simply have for the record the yield in- 
crease per acre over ‘the past 6 years ? 

Mr. McLarn. Yes; this has been very dramatic, and has just gone 
night out through the roof. 

(The information referred to follows :) 
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Yields per harvested acre for field crops under price support, 1953-58 


Commodity 1953 1954 1955 1956 1957 1958 
crop crop crop crop crop crop 


Basic commodities: 
EO atom sie bushels 39.9 38. 1 
Cotton_. ss eaediloms -pounds 324. 2 341.0 
Peanuts, picked and threshed - .do- -- 1, 039. 0 727.0 


Se 
- © 
S585 


S 
NOW We wd ncocor~ 


Rice, rough ___-- hundredweight 24.5 25. 2 
Tobacco..........- pounds 1, 261.0 1, 346.0 
.- bushels 17.3 18. 1 


— 


Other nonbasic commodities: 
Barley. ...-- lee bushels 
Beans, dry edible__..hundredweight 
Cottonseed _ -- ae hbeaaa eee 
Flaxseed “9,3 bushels 
| See , er 
Rye shes iinieiaon Se in 
Sorghums, grain ‘ 
a do... 


28. 4 
11.1 
0. 30 


es 
oO 


Ort 


aes ee J 
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Mr. Micuet. We have been talking a lot about grain in storage at 
a cost in fiscal 1958 of $408 million. What is the estimated cost now 
for 1959? 

Mr. Beacn. By the time we have acquired the commodities that 
will be taken over out of 1958 crops, and adding that onto the com- 
modities that we'll already have in inventory, it is estimated that the 
annual cost will amount to approximately $650 million, as I remen- 
ber the figure. 

Mr. Micue.. Now, did I understand you to say earlier that it was 

ather difficult to break down this as to what percentage of this the 
farmers were actually getting in storage payments, and the private 
storage trade? 

Mr. McLarn. No, not the farmers, but what wasin bins. These bins 
belong to us, you see. 

Mr. Bracu. We would have to do a considerable amount of work 
to break down this $408 million between the amount we pay to private 
elevator operators, for example, versus what we put in as a bin cost. 
We could do it in total, but if it came to doing it by individual com- 
modities, it would be quite costly. 


GRAIN STORAGE PAYMENTS TO INDIVIDUAL CONCERNS 


Mr. Micuer. What is your largest grain storage payment for any 
one particular concern ? 

Mr. Bracn. We haven’t made any survey of that in recent years. 
We did in 1955 for certain selected companies. I'll pick out the larg- 
est ones, or, if you prefer, the several largest. 

Mr. Micuet. Could we, from the standpoint of simplicity, possibly 
have the highest 10 payments? 

Mr. Bracu. I could give it to you right here. The highest 10 that 
we found in calendar year 1955—— | 

Mr. Micner. You have no more recent figures than 1955 ? 

Mr. Beacu. No, sir; that, itself, was quite an expensive job. 

Cargill, Inc., was the largest, $9.6 million. Archer-Daniels-Midland 
was approximately $8 million. Burrus Mills was $714 million. Union 
Equity, $6.9 million ; Continental Grain, $6.3 million; C & G Co., $3.5 
million; Farmers Union Grain Terminal, $3.4 million; F. H. Peavey, 
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$9.9 million; Kimbell Milling Co., $2.2 million; Bunge Grain Corp., 
$2.1 million; ’ that is 10. 

Mr. Micuen. We have mentioned in and out charges. Are these 
charges greater or smaller for the small grain handler? 

Mr. McLarn. Any differential in siz ze? The only difference is be- 
tween rail oper: ations and truck operations. Otherwise, they are the 
same. If it moved in and out by rail, it is cheaper than if moved 
by truck. The size of the concern has nothing to do with it. 


LOSS OF COMMODITIES THROUGH DETERIORATION 


Mr. Micuen. How much storage grain has gone out of condition 
in the past year? 

Mr. Bracn. I can give you the figure of how much grain we sold 
that was deteriorated in quality, or in bad condition. 

Mr. McLarty. This included, I think, Bob, what was in danger. It 
doesn’t. necessarily mean it is bad, but if it isn’t going to keep, we'll 
sell it. 

Mr. Bracn. In the fiscal year 1958, there was a total, for example, 
of wheat 1,344,000 bushels that was deteriorated, and it was sold at 
a loss of $1,489,000. It actually had a cost value of $3.9 million and 
we sold it for $214 million, with a loss of $1.5 million. We had then, 
in addition, in the case of wheat, a loss of 297,000 bushels through 
shrinkage or spoilage, both combined. The loss there was $832,000, 
making a total loss for deteriorated commodities or for spoilage or 
shrinkage, of $2.3 million on wheat. 

Mr. Micuen. Let’s put it this way, then. I can fully appreciate 
that it would be a monumental task, probably, to break down the 
figure as to exactly what was completely out of condition and what, 
in your estimation, was in the nature of deteriorating to an extent 
which forced you to sell it at the time that you did. So we would 
have to take that into account in evaluating those figures. But could 
we, anyway, for the record, have some kind of an overall breakdown 
by commodity of shrinkage? 

Mr. McLarn. We can put the table in. 

Mr. Bracu. The total amount of this loss was $23 million for all 
commodities. We can give you a breakdown of the commodities. 

Mr. Marswann. With no objection, we'll place that in the record at 
this point. 

(The material referred to fcllows:) 
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Mr. Bracu. We are making a distinction between that which is 
deteriorated and that which is shrinkage or spoilage. 

Mr. Micuet. If that is clearly show n, that would suffice, I think. 

Overall, as a general rule of thumb, you would say that in the 
last year, your percentage, then, of loss through shrinkage, spoilage, 
what have you, was what ? 

Mr. McLain. Infinitesimal. 

Mr. Micnen. Infinitesimal ? 

I think that is all I have, Mr. Chairman. 


ACREAGE ALLOTMENTS AND MARKETING QvorTAs 


Program and financing 


1958 actual | 1959 estimate | 1960 estimate 





Program by activities: Acreage allotments and marketing | 
quotas (total obligations) ...-...- cituccuswnt Oe Guo, cEe $39, 715, 000 $39, 135, 000 
Financing: Unobligated balance no longer : available. 20, 753 





New obligational authority | "89, 715, 000 ie 89, , 135 i 


New obligational authority: 
Appropriation - --- | 40,715, 000 39, 715, 000 39, 135, 000 
Transferred from ‘‘Conservation reserve,”’ soil bank pro- 

grams (72 Stat. 243) 111, 409 | 








Appropriation (adjusted) 40, 826, 409 39, 715, 000 | 39, 135, 000 





Object classification 


1958 actual | 1959 estimate | 1940 estimate 

0 Printing and reproduction $393, 534 | $289, 950 | 
07 Other contractual services: Advanced to— 
“Administrative expenses, sec. 392, Agricultural | 

Adjustment Act of 1938” (7 U.S.C. 1392)___- cas 6,328,412 | 6, 886, 300 | 

“Local administration, sec. "388, Agricultural Adjust- 


$247, 000 
| 
ment Act of 1938” (7 U.S.C. 1388) 34,083,710 | 32, 538, 750 32, 001, 700 


6, 886, 300 


ida uitiiabiii oo eB i | 40, 805, 656 | 39,715, 000 | 39, 135, 000 
| 


Mr. MarsHAtu. Now, we have a few things that we want to take 
up. 


JUSTIFICATION OF THE ESTIMATE 


At this point, we’ll place in the record pages 203, 204, 209 through 
232 of the justification. The request is for termination of corn 
allotments, with a reduction of $8, 315,000, and an increase for salaries 
of ASC county personnel of $2,735,000, for a total decrease of $580,000. 
You covered this in your general statement. 

(The material referred to follows: ) 


ACREAGE ALLOTMENTS AND MARKETING QUOTAS 
PURPOSE STATEMENT 


This appropriation provides funds to carry out acreage allotment and market- 
ing quota programs authorized by title III of the Agricultural Adjustment Act 
of 1938, as amended. These programs are designed to keep the production 
and marketing of basic commodities in line with demand in order to give each 
farmer a fair share of the available market and the total production. 
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The national acreage allotment (in the case of wheat the allotment for 
commercial producing area) is set at a level which, based upon normal or 
average yield, will result in ample production for domestic consumption, exports, 
and adequate reserves. The total acreage is divided among States or counties 
on the basis of production history for a specified number of years preceding 
the year for which the allotment is determined, with adjustments for produc. 
tion trends, abnormal weather and production conditions, previous allotments, 
and other factors. 

State or county allotments are apportioned through local committees among 
eligible farms. Acreage allotments, unless implemented by marketing quotas, 
do not constitute an enforced limitation on production. However, when acreage 
allotments are in effect for any basic commodity, compliance therewith is a 
condition of eligibility for price support. 

Marketing quotas must be proclaimed for tobacco when the total supply 
exceeds the reserve supply level, or if quotas were proclaimed for the kind 
of tobacco in the immediately preceding year unless quotas have been dis- 
approved in 8 successive years subsequent to 1952. In this event a national 
marketing quota would not be proclaimed for any marketing year within the 
8-year period for which quotas were disapproved, unless prior to November 10 
of the marketing year, one-fourth or more of the farmers petition the Secretary 
to proclaim a national marketing quota for each of the next 3 succeeding 
marketing years. Marketing quotas must be proclaimed for peanuts each 
calendar year regardless of the supply situation; for upland cotton when the 
total supply exceeds the normal supply; for extra long staple cotton when the 
total supply exceeds the normal supply by more than 8 percent; and for wheat 
and rice when the total supply exceeds the normal supply by 20 and 10 percent, 
respectively. In a referendum held November 25, 1958, 71.1 percent of the 
farmers voting favored elimination of corn acreage allotments beginning with 
the 1959 crop. 

Quotas do not become effective unless at least two-thirds of eligible farmers 
voting in a referendum approve quotas. Quotas may be increased or sus 
pended under certain demand-and-supply conditions, in the interest of con- 
sumers, or in national emergencies. 


Appropriation 
Estimated available, 1959 
Budget estimate, 1960 


(a) Acreage allotments and marketing quotas 


Appropriation act, 1959, and base for 1960 $39, 715, 000 
Budget estimate, 1960 39, 135, 000 


Decease 


Summary of increases and decreases, 1960 


Decrease due to termination of corn acreage allotments________~_ —$3, 315, 000 
Increase to provide for adjusting salaries of ASC county office 
personnel effective July 1, 1959 +2, 735, 000 


Project statement 








Project 1958 1959 
(estimated) (estimated) 


— 7 7 | 

| 

Acreage allotments and marketing quotas-_.--_- $40, 805,656 | $39, 715,000 —$580,000 | $39, 135, 000 
Unobligated balance_________- We eee en ae 20, 753 | oe assis 
Total pay costs (Public Law 85-462)_.....___.-| (224, 212) | (529, 100) | (529, 100) 


Total available or estimate soi) 40, 826, 409 39, 715, 000 — 580, 000 39, 135, 000 





Transferred from ‘‘Conservation reserve, soil 
bank programs, Agriculture”’ : —111, 409 


Total appropriation or estimate_.__-....- 40, 715, 000 39, 715, 000 
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STATUS OF PROGRAM 


Acreage allotment and marketing quota programs are in effect for the 1959 
crops of Flue-cured tobacco, peanuts, wheat, cotton, and rice. Quotas for the 
1959 crops of other kinds of quota tobaccos will be proclaimed not later than 
February 1, 1959. 

The Agricultural Act of 1958, Public Law 85-835, approved August 28, 1958, 
amends the provisions of the Agricultural Adjustment Act of 1935, as amended, 
relating to cotton acreage allotments and marketing quotas and corn acreage 
allotments. 

With respect to the 1959 and 1960 crops of cotton the Secretary is authorized 
and directed to offer the operator of each farm for which an allotment is 
established under section 344 of the Agricultural Act of 1939, as amended, a 
choice of (a) the farm acreage allotment determined pursuant to such section 
and price support determined pursuant to section 101 of the Agricultural Act of 
1949 or (b) the farm acreage allotment determined pursuant to section 344 of 
the Agricultural Adjustment Act of 1938, as amended, increased to by not to 
exceed 40 percent and price support at a level which is 15 percent of parity below 
the level of support established for producers who elect choice A. 

With respect to corn the Agricultural Act of 1958 provides that not later than 
December 15, 1958, the Secretary shall conduct a referendum of producers of 
corn in 1958 in the commercial corn-producing area for 1958 to determine whether 
such producers favor a price support program under such act for the 1959 and 
subsequent crops in lieu of acreage allotments as provided in the Agricultural 
Adjustment Act of 1938, as amended, and price support as provided in section 
101 of the Agricultural Act of 1949, as amended. 

In a referendum held November 25, 1958, a majority of the producers voted 
in favor of price support under the Agricultural Act of 1958. Corn acreage 
allotments and a commercial corn-producing area therefore will not be established 
for the 1959 and subsequent crops. 


Tobacco acreage allotments and marketing quotas (9538 counties) 

The marketing quota provisions of the Agricultural Adjustment Act of 1938, 
as amended, treat each kind of tobacco as if it were a separate commodity. 
Quotas must be proclaimed (not later than December 1 of any marketing year 
with respect to Flue-cured tobacco and February 1 with respect to other kinds of 
tobacco) whenever the total supply at the beginning of the marketing year 
exceeds the reserve supply level. Regardless of the supply situation, however, 
a quota must be proclaimed for each kind of tobacco for which a quota was 
proclaimed in the preceding year and for Virginia sun-cured tobacco for each 
marketing year for which a quota is proclaimed for Flue-cured tobacco. How- 
ever, a quota may not be proclaimed for any year within a 3-year period for 
Which quotas have been disapproved if producers have disapproved quotas for 3 
years in succession after 1952, unless one-fourth or more of the farmers engaged 
in producing such tobacco prior to November 10 petition the Secretary of 
Agriculture to proclaim a quota. 

The marketing quota proclamation specifies in pounds of tobacco the quantity 
which may be marketed during the next following marketing year. It is an 
amount which will make available for marketing during that year a supply equal 
to the reserve supply level. The poundage quotas are converted to acreage 
allotments on the basis of average yields during the 5 calendar years immediately 
preceding the calendar year in which the quotas are proclaimed. Quotas pro- 
claimed for 1957-58 are as follows: 


| Number of pounds | Approximate num- 
(thousands) ber of acres 
Kind of tobacco = . aa 
1957 1958 


MN 2g i So eae : | 932, 200 978, 400 | 712, 600 713, 500 


Burley : E R 448.400 | 476,000 | 309, 300 309, 600 
Fire-cured 56,000 | 44, 200 45, 200 32, 700 
Dark air-cured 23,400 | 22,100 | 17, 600 15, 800 
irginia sun-cured . . 5, 072 4,910 5, 400 5, 400 
Cigar filler and binder (types 42-44, 53-55)... ee 34, 600 | 31, 500 23, 000 23, 900 
Cigar binder (types 51 and 52)_...__- <a 23, 200 21,300 | 12, 500 | 12, 100 
southern Maryland. ; a a a : 40, 100 40, 100 48, 200 | 48, 400 
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On November 26, 1958, a national marketing quota of 1,014 million pounds 
was proclaimed for the 1959 crop of Flue-cured tobacco. This quota results in 
714,327 acres available for allotment in 1959. 

Referendum.—Within 30 days after issuance of proclamation of quotas, a 
referendum must be held. Farmers vote for quotas for 3 years and quotas 
becomes effective only if approved by at least two-thirds of the farmers voting. 
Referendums will be held in January or February 1959 on burley, Virginia sun- 
cured, Southern Maryland, and Pennsylvania filler tobaccos to determine whether 
farmers favor quotas for 3 marketing years beginning with 1959. In a ref- 
erendum held December 15, 1958, preliminary returns indicate that 95.4 percent 
of the farmers voting favored quotas for Flue-cured tobacco for 3 marketing years 
beginning with 1959. 


Number of allotment farms and acreage allotted, 1957-58 crops 


| 1957 crop | 1958 crop ! 
| 


State and kind of tobacco | 
Esti- | Esti- | 
| mated | Acreage mated | Acreage 
| number | allotted | number | allotted 
| of farms | | of farms 
| | 
Flue-cured: | | 
Alabama... _ ae ‘ : sie ail | , 292 5Ol 
Florida___..--- ss ; ‘ Phe ‘ aoe 5, 5, 112 | , 82 15, 127 
Georgia. -- Bet sintaiapaitbe . a6 23, | 2 | ; 72, 228 
North Carolina... -.-.-.-- ae 9, 124, 090 469, 821 
I I ieee enirers Bank igh ieindiiigactae zi, 82, | 27, 074 | . 
Virginia_- - Sein : as 23, 23, 874 
New farms | 


Total... 


Burley: 
Alabama 
Arkansas.._- 
Georgia 
Illinois 
Indiana---- 

Kansas___-.- Se meeee faust lsceatia seis chs wa lainaoks cca _ 52 
Kentucky..--------- aes aS eS : y | 146, 616 
Missouri ee Set , 666 3, 1, 666 3,19 
North Carolina , 794 | 21 | 17,794 | 10, 129 


Ohio Fi ‘ ‘ Sighs 2 : , 348 | 9, 11, 348 9, 964 
Pennsylvania ie ae : et . : 2 2 2 
South Carolina a poeta e 9 | 9 | ms .. 
Tennessee... - el 5 i 92, 186 | 53,244 | 92,186 | 63, 200 
Texas_.- / an i st ae 5 2 2 2] ] 
Virginia__ : Te ; coum , 192 17, 192 

West Virginia ; , 562 | , 844 | 4, 562 

New farms-.- Levianhew é ani ale oe alieneie ae o]anecsnnnen| 


~ 301 "309, 625 


439 | ; | 301, 439 


Fire-cured: 
Illinois 
Kentucky 
Tennessee 
Virginia 
New farms : 
Total... oes j ‘ sin nese he 5 24, 747 45,029 | 24, 747 | 32, 731 


Fire-cured (type 21): ? - 
Virginia oo . ; P 7, 880 
New farms. -_-.-------- : eae a : ; Pl 


Total 


Air-cured: 
ccs cael ‘i ; 111 f 111 
Kentucky_..-.---- ee ae etal eae 9, 42 : 19, 421 
Tennessee____-...-- ae eat i eh Sah ot 1,74 Se | 4,748 
nT SR eS cea enesubabawnnas Panic | 


I ee as See te ee es Sa abana : 24, 280 | 7, | 24, 280 | 


See footnotes at end of table, p. 1817 
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Number of allotment farms and acreage allotted, 1957-58 crops—Continued 


Nl Nl 
| 1957 crop | 1958 crop! 





State and kind of tobacco | | | 
Esti- Esti- 
mated | Acreage | mated | Acreage 
number | allotted | number | allotted 
| of farms | | of farms 





Virginia : | 4, 086 | 5, 383 | 


Sun-cured: 
PT GE. ack bbunttkk iach ocded bedudainyuneesséngendawanwe | |. 


4, 086 


Total | 4, 086 5, 38% 4, 086 


Cigar filler and binder (types 42-44, 53-55): 
Jllinois ‘ 
Indiana. 

Iowa soe 
Minnesota 
New York 
Ohio 
Pennsylvania 
Wisconsin 
New farms 





Total 


Cigar binder (types 51, 52): 
Connecticut a = . i | , | 
Massachusetts... -- ee ae a : a = ; : 4, 095 
New Hampshire... | 
New York... 
Vermont 
New farms 


rotal ce ‘ 7 inde bake 2, 380 


Southern Maryland 
Maryland Poe eo 7 sa ; 6, 002 O60 
Delaware : i aRees ie ids ah l l 
Virginia a 91 33 33 
New farms : ses aod ‘ 60 


lotal ; ; is 6, 994 47, 904 48, 371 
1'Types 22, 23, 24. 
?Separated for the first time in 1958 pursuant to Public Law 85-92. 


The amount of the national quota, less that portion set aside for “new farms” 
and small farms, is apportioned among the States on the basis of the production 
in each State during the 5 calendar years preceding the calendar year in which 
the quota is proclaimed. Adjustments in State production data must be made 
to the extent necessary to make correction for abnormal conditions of produc- 
tion, for small farms, and for trends in production, giving due consideration to 
seedbed and other plant diseases. 

The Secretary is authorized to convert the State poundage quota into a State 
acreage allotment on the basis of average yield per acre of tobacco in the State 
during the 5 years preceding the year in which the quota is proclaimed, with 
appropriate adjustments for abnormal conditions of production. 

Where the State quota is converted to a State acreage allotment, farm acreage 
allotments are established on the basis of past acreage, adjusted for abnormal 
Weather and plant diseases, land, labor, and equipment available for production 
of tobacco ; ecrop-rotation practices and the soil and other physical factors affect- 
ing the production of tobacco. Local committees allot the acreage among the 
farms on which tobacco is produced. Where farm acreage allotments are estab- 
lished, the farm quota is the actual production of tobacco from the farm acreage 
allotment. 

Tobacco marketed in excess of the farm marketing quota is subject to a penalty 
ber pound of 75 percent of the average market price for such kind of tobacco for 
the preceding marketing year. 

Whenever the Secretary determines that under the marketing quotas and acre- 
age allotments established for any kind of tobacco the production of any one or 
hore of the types comprising such kind of tobacco will not be sufficient to meet 
market demands and carryover requirements for such type or types of tobacco, 
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the Secretary must make appropriate increases. The increases are made on the 
basis of production of such type or types of tobacco during the same period of 
years considered in establishing farm marketing quotas and acreage allotments 
for the kind of tobacco involved. 


Peanut acreage allotments and marketnig quotas (496 counties) 


Quotas must be proclaimed each calendar year between July 1 and December 1 
of each year, regardless of the supply situation. The national marketing quota 
must be equal to the average quantity of peanuts harvested for nuts during the 
5 years immediately preceding the year in which the quota is proclaimed, adjusted 
for current trends, and prospective demand conditions. 

A national marketing quota for the 1959 crop of peanuts of 886,000 tons and 
a national acreage allotment of 1,610,000 acres were announced. Both the mar-. 
keting quota and the national acreage allotment for the 1959 crop are at the 
minimum levels permitted by law. 

A referendum must be held not later than December 15 to determine whether 
farmers are in favor of or opposed to marketing quotas with respect to the 
crops of peanuts produced in the 3 calendar years immediately following the 
year in which the referendum is held. In a referendum held December 11, 1956, 
approximately 94 percent of the farmers voting approved marketing quotas for 
3 marketing years beginning with the 1957 marketing year. 


Estimated number of allotment farms und acreage allotted, 1958 and 1959 crops 





Estimated 
number of | 1958 acreage | 1959 acreage 
allotment | allotment allotment 
farms | 








Alabama sie ? Saleen 18, 528 218, 911. 

Arizona : 46 | 719. 

Arkansas__.___- 2 : ee ead 385 , 233. 

California : ; a8 See mas 45 | 942. 6 
i ; ; ; = 6, 259 | 55, 315. £ 
Georgia aoe 31, 714 | 27, 844. 

Louisiana________- ow aoe 67 | , 969. § 
Mississippi - - - _- ‘ ; 97 , 579. ¢ 
Missouri hota ; hate eee 1 | 247. 

New Mexico Salk os 38 5, 702. § 
North Carolina- : Sow ee 18, 199 | 59, 378. § 169, 118 
Oklahoma... : Peete cen 12, 904 | 38, 227. £ 137, 964 
South Carolina. - - 5 Se a 1, 246 3, 863. 8 13, 803 
‘Tennessee _ - See : Seca 524 3, 900.8 3, 601 
PE. potese nice ean Seton ‘ ’ : 19, 194 | 356, 661.0 | 356, 032 
Virginia : cae 8, 867 105, 884.8 | 105, 720 
Reserve for new farms. --.__- 6.¢ 2, 683 


-| 
Total- pees ee ----| 118, 514 a 612, 388.0 | 1, 610, 000 











1 Includes an increase for Valencia-type peanuts of 2,388 acres (announced Apr. 11, 1958). 


The national marketing quota must be converted to a national acreage allot- 
ment by dividing the quota by the normal yield per acre of peanuts for the 
United States determined on the basis of the average yield per acre in the pre- 
ceding 5 calendar years with necessary adjustments for trends in yields and 
for abnormal conditions of production. 

The national acreage allotment less the acreage set aside for new farms is 
apportioned among the States on the basis of the State’ s share of the national 
acreage allotment for the preceding year. 

The State acreage allotment is apportioned through local committees among 
farms on the basis of past acreage of peanuts, taking into consideration previ- 
ous allotments, abnormal conditions, land, labor and equipment available for 
the production of peanuts, crop-rotation practices, and soil and other physical 
factors affecting the production of peanuts. 

Whenever the Secretary determines that, on the basis of average yields per 
acre by types, adjusted for trends and abnormal conditions, the supply of any 
type or types is insufficient to meet the demand for cleaning and shelling pur- 
poses at which the Commodity Credit Corporation may sell its stocks of such 
peanuts, the Secretary is required to make appropri ate increases in State acre 
age allotments. No State, however, may be increased above the acreage har- 
vested in the State in 1947. . 
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The amount of the farm marketing quota is the actual production of the farm 
acreage allotment. 

The marketing of peanuts in excess of the farm marketing quota, or the mar- 
keting of peanuts from any farm for which no acreage allotment was deter- 
mined, is subject to a penalty at a rate equal to 75 percent of the support price 
for peanuts for the marketing year beginning in the calendar year in which such 
peanuts are produced. 

Quotas are not applicable to any farm on which the acreage of peanuts har- 
vested for nuts is 1 acre or less. 


Wheat acreage allotments and marketing quotas (2,529 counties) 


Quotas must be proclaimed not later than May 15 of any calendar year when- 
ever the total supply for the marketing year beginning in such calendar year 
exceeds normal supply by more than 20 percent or the total supply is not less 
than normal supply and the average farm price for 3 successive months does 
not exceed 66 percent of parity. 

On March 21, 1958, marketing quotas were proclaimed for the 1959 crop of 
wheat based upon the following determination of normal supply for the 1959 
crop and the marketing quota position as indicated by the supply percentage. 

Million 

bushels 
Normal supply and marketing quota level: (adjusted) 
1. Domestic consumption, 1957-58 (adjusted) * 620 
2. Exports, 1958-59 450 


Z Total (item 1 plus item 2 1, 070 
4. Allowance for carryover (20 percent of item 3) 214 


Normal supply (item 3 plus item 4) 1, 284 
6. Marketing quota level (120 percent of item 5) 1, 541 


Total supply and supply percentage: 
Estimated carryover, July 1, 1958 870 
8. Estimated production, 958 1, 140 
9. Estimated imports, marketing year 1957-58 7 


7 


10. Total supply (item 7 plus item 8 plus item 9) 2, 017 


11. Supply percentage (item 10 divided by item 5) 157.1 
Million 

Determination of national wheat acreage allotment: bushels 
1. Normal year’s domestic consumption 624 

2. Normal year’s exports 387 


; Total (item 1 plus item 2) 1,011 
. 80 percent of normtl year’s domestic consumption and ex- 

DORMS. cae tae ae hea ea ene 803 
Normal year’s domestic consumption and exports plus 

30 percent (item 3 plus item 4) 314 


. Indicated carryover, July 1, 1959 965 
. Estimated imports, marketi J 959-6 7 


Total (item 6 plus item 7) 972 
. Production needed in 1959 (item 5 minus item 8) 842 
National average yield per planted acre shels 16. 0 
Indicated national acreage allotment acres__ 21, 375, 000 

12. Minimum national acreage allotment (established 
by law) 55, 000, 000 


1 Adjusted to provide a more normal amount of wheat for domestic use. 


338913—59—pt. 3——-36 
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State acreage allotments which are based on wheat acreages for the past 10 
years with adjustments for planting trends, weather, and other factors were 
announced on March 21. 


State 1958 1959 1958 1959 
allotment | allotment allotment | allotment 


’ Acres Acres 
Alabama j 23, 2 30, 138 North Dakota 
3¢ 53, 232 Ohio 

n ek enol 434, 441 Oklahoma 
Colorado ‘ es ie. 4 ,917 2, 695, 718 Oregon Shas 
Delaware--- : 35, 435 35, 814 Pennsylvania_---- 
Georgia. .-- : 5¢ 110, 513 South Carolina 
Idaho ee , 152, , 161,686 || South Dakota_- 
| ae , 386, 66% , 422, Tennessee 
Indiana- a SS ede , 1387, 045 7 565 || Texas 
| ae 38, 17 53, § Utah om 
Kansas--- | , 638, 2 5 5 Virginia __ 
Kentucky __....-- pdt 208, 652 216, 92 Washington _- 
Maryland ........ ae 5, 185, 35$ West Virginia 
Michigan 1 965, 981, 72 Wisconsin 
Minnesota Seat 729, 866 | 718, 73% W yoming- 
Mississippi s 1 16, 256 29, 
passours .. . ....- . 273, 62% , 330, OS Total commercial 
2 See 58, 327 4, 033, 33! area 
Nebraska.......--- -| 3, 228, 37 3, 204, 66 Total noncommercial | 
New Jersey vs ® 53, 34! A3. 534 area : | 86, 813 f 
New Mexico---..--- =~ , 24: 476, 822 National reserve_...__.-- 16, 500 55, 000 
New York 315, 57 322, 145 - . ~ 
North Carolina____.._.._-| 282, 796 | 296, 356 Total... .....cndav<.} 56,000, 000 55, 000, 000 





1 Not in commercial area in 1958. 


A referendum must be held between the date of the issuance of the proclama- 
tion of the national marketing quota and July 25 to determine whether farm- 
ers favor or oppose such quota. In a referendum held June 20, 1958, 84.1 per- 
cent of the farmers voting favored marketing quotas on the 1959 crop of wheat. 

The national acreage allotment (less a reserve of not to exceed 1 percent 
thereof) is apportioned among States on the basis of the acreage seeded for the 
production of wheat during the 10 calendar years immediately preceding the 
calendar year in which the national acreage allotment is determined with ad- 
justments for abnormal weather conditions and for trends in acreage. 

The State acreage allotment, less a reserve of not to exceed 3 percent thereof, 
is apportioned among the counties on the basis of the acreage seeded for the 
production of wheat during the 10 calendar years immediately preceding the 
ealendar year in which the national acreage allotment is determined with ad- 
justments for abnormal weather conditions and trends in acreage during such 
period and for the promotion of soil conservation practices. 

The allotment to the county is apportioned, through local committees, among 
farms on the basis of past acreage of wheat tillable acres, crop-rotation prac- 
tices, type of soil, and topography. Not more than 3 percent of the county 
allotment must be apportioned to farms on which wheat has not been planted 
during any of the 3 marketing years preceding the marketing year in which the 
allotment is made. 

The farm marketing quota is the actual production from the acreage planted 
to wheat on the farm less the farm marketing excess. The farm marketing 
excess is the normal yield times the excess acres but it may not exceed the 
difference between the actual production on the farm less normal production 
of the acreage allotment. The rate of penalty on wheat is 45 percent of the 
parity price per bushel on wheat as of May 1 of the calendar year in which 
the crop is harvested. The penalty may be avoided by (1) storing farm market- 
ing excess in accordance with regulations established by the Secretary or (2) 
delivering such excess to the Secretary for his disposal. The farm marketing 
excess is subject to penalty even though it is used on the farm. 

A wheat marketing quota is not applicable to any farm on which the acreage 
planted to wheat does not exceed 15 acres or the normal production of the 
acreage planted to wheat of the current crop is less than 200 bushels. Recently 
enacted legislation (Public Law 85-203) permits farmers whose acreage allot- 
ment is less than 30 acres to grow up to 30 acres of wheat without being liable 
for marketing quota penalties for use exclusively on the farm where produced. 
If, for any marketing year, the acreage allotment for wheat for any State is 





25,000 acres or less, the Secretary may designate ony State as outside the com- 
mercial wheat-producing area for such marketing yea 


Cotton acreage allotments and marketing quotas ( can counties) 


A national marketing quota must be proclaimed not later than October 15, 
whenever during any calendar year it is determined that the total supply exceeds 
the normal supply for upland cotton and for extra long staple cotton, whenever 
the total supply exceeds normal supply by more than 8 percent. 

Upland cotton.—On September 29, 1958, a national marketing quota of 12,167,- 
000 bales and a national acreage allotment of 16 million acres were announced. 
The Agricultural Act of 1958 approved August 28, 1958, provides that beginning 
with the 1959 crop, the national marketing quota shall not be less than the num- 
ber of bales required to provide an acreage allotment of 16 million acres. 

The act also provides that with respect to upland cotton the Secretary shall 
give producers a choice of (1) plan A, planting within his acreage allotment and 
receiving price support determined under section 101 of the Agricultural Act of 
194%, as amended, or (2) plan B, increasing his acreage by not to exceed 40 per- 
eent as determined by the Secretary and receiving price support at 15 parity 
points below the level under plan A. 

On December 15, 1958, cotton farmers voted for quotas on the 1959 crop of 
upland cotton. The level of price support for the crop will be determined about 
January 3i, 1959, and soon thereafter each farm operator will be notified of the 
price support available on plan A and plan B forms. Farmers will also be noti- 
fied that they must register their choices at the ASC county office not later than 
March 16, 1959. 


Total supply, 1958-59 marketing year: Bales 
1. Carryover, Aug. 1, 1958- tel os = 8, 405, 000 
2. Indicated production, 1958 J : : awe ~ Lh, SOE 068 
3. Estimated imports___-_~- j 60, 000 


4 Total (item 1 plus item 2 plus item 3)_____- __.. 720,369, 000 


Normal supply, 1958-59 marketing year: 
5. Domestic consumption, 1958_ s 7, 800, 000 
6. Estimated exports_- P : : 4, 500, 008 
1 Total (item 5 plus item 6)__-_ i ; 12, 300, 000 
8. Allowance for carryover (30 percent of item 7) —~ see 3, 690, 000 


9. Total (item 7 plus item 8)~_-_~_- 5, 990, 000 


10. Supply percentage (item 4 plus item 9) 5 bee es 127. 4 


1 September crop estimate. 
* Excludes current crop ginning prior to Aug. 1. 


State acreage allotments were announced. 


Cotton acreage allotted, 1958 compared with 1959 crop 


| \| | 
11959 crop acre-| 1959 crop acre- | State |398 ee _ 1959 crop acre- 
age allotted age allotted | » allotted | age allotted 


| 
| 
|—— . |— ot || —— 
| 


Alabama_.__- ; 
Arizona 367, 572 330, 835 Nevada 3, 343 3, 343 
Arkansas ies ae 1, 411, gf 1, 339, New Mexico : , 247 | 171, 380 
California 812, 487 33, 6 North Carolina 04, O83 | 470, 315 
Florida____.- =m 38, 662 37.3 Oklahoma ae 27, 162 752, 784 
Georgia ed j 905, 387 | 850, 6 South Carolina_.-..- 739, 957 698, 238 
Illinois . 3,171 3, 143 Tennessee. ___--- 582, 52% 554, 635 


1, 035, 463 985,191 || Missouri... -__- mo 377, 81§ 357, 796 


SSS 24 ee 7.474, 661 | 6, 846, 757 
Kentuck ee eee 7,775 552 Virginia ee ,16 17, 675 
Louis} ana einen Aa 609, 929 578, 57 . 

Maryland ._.......- 15 OMe aniawk 1 17, 554, 52 16, 310, 000 
Misciseinpi es 1, 660, 110 1, 570, 967 | 


! Includes additional acreage required so that State allotment will equal 99 percent of prior years allotment 


and also allocation to the State from the national reserve to provide minimum farm allotments pursuant to 
the provisions of the Agricultural Act of 1956. 
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Extra long staple cotton—On October 138, 1958, a national marketing quota 
of 73,989 standard bales of 500 pounds gross weight and a national acreage 
allotment of 70,822 acres were proclaimed for the 1959 crop. 

Quotas and allotments will apply principally to American-Egyptian, sea island 
(in the continental United States and Puerto Rico), and sealand cotton. 














Total supply, 1958-59 marketing year: Bales 
IS Orr NS A A a iste tea 78, 000 
2. Indicated production, 1958________- A an Toe ee bs * 77, 300 
I OR as tala new weak a 85, 600 
4. Total Cites bois 2 pink idem 3S). 2 oc cee ccn 240, 900 
Normal supply, 1958-59 marketing year : 
ioc oreenenRInC): COUIIIIIIIIIIE RON, UO aah Sec cekenbean ewes 120, 000 
G. Matimated exporte.._.........-..«=- ssi as rescence ea pe a eden ss 45, 000 
a. men ECR an I FONE 008 8S a ae es 165, 000 
8. Allowance for carryover (30 percent of item 7) _-----------_- 49, 500 
9. aa Cees is Se ee ce 214, 500 
10. Supply percentage (item 4 divided by item 9) __----__---___ 112. § 


1 October crop estimate. 


Acreage allotted, by State, 1958 crop compared with 1959 





‘ a | 
Number of | 1958 acreage | 1959 acreage 
State designated allotted | allotted 
counties j 


rae dado ana ae 9 35, 050 29, 908 
California____- Re ceo eke sommes sa caetintanshdica thn 2 | 603 425 
RNR cn ee ee 15 | 1,020 | 835 
a a ita Seda eeaiee eae | 3 | 124 116 
I ARAL DARE SCN 5 16, 194 | 14, 003 
Texas ie a age eee eee ee a og hee eee 11 27, 829 24, 196 
I na Sa oy ot he cad pineenen te as a (4) 2, 466 | 1, 539 

Rr Ce ea eI eT 83, 286 | 70, 822 





1 North and south areas. 


Not later than December 15 following the proclamation of quotas a referendum 
must be held to determine whether farmers favor or oppose such quotas. 
Preliminary returns indicate that in referendums held December 15, 1958, 92.3 
percent of the farmers voting favored quotas for the 1959 crop of upland cotton 
and 88.5 percent favored quotas for extra long staple cotton. 

The national acreage allotment is apportioned to the States on the basis of 
the acreage planted to cotton (or regarded as planted) in the 5 calendar years 
immediately preceding the calendar year in which the national marketing quota 
is proclaimed with adjustments for abnormal weather. 

The State acreage allotment is apportioned to counties on the basis of the 
acreage planted to cotton (or regarded as planted) in the 5 calendar years 
immediately preceding the calendar year in which the national marketing quota 
is proclaimed with adjustments for abnormal weather. 

The State committee is authorized to reserve not to exceed 10 precent (15 
percent in the case of one State) of the State allotment for adjustments in 
county allotments due to trends in acreage, abnormal conditions affecting plant- 
ings, small or new farms, or to correct inequities in farm allotments and to 
prevent hardship. 

The county acreage allotment (less the reserve) is apportioned to farms on 
which cotton has been planted in any one of the past 3 years, (1) by allotting 
initially to each farm the smaller of 5 acres or the highest number of acres 
planted to cottan in such 3-year period and (2) by allotting the remainder to 
farms (other than those whose initial allotment was the highest number of 
acres planted in the past 3 years) on the basis of a county cropland percentage, 
excluding the acreages devoted to specified crops and nonirrigated lands in irri- 
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gated areas. No farm may be allotted an acreage under this provision in 
excess of the highest number of acres planted in the past 3 years. 

The county committee may reserve not to exceed 15 percent of the county 
allotment for establishing “new” farm allotments and for adjusting ‘‘old’” farm 
allotments, but not less than 20 percent of the reserve must be allotted to farms 
which otherwise would receive allotments of not more than 15 acres. 

The farm marketing quota is the actual production from acreage planted to 
cotton on the farm less the farm ‘marketing excess. The farm marketing excess 
is the normal yield times excess acres, but it may not exceed the difference 
between the actual production on the farm less the normal production of the 
acreage allotment. 

For upland cotton, the farm marketing excess is subject to a penalty at a 
rate equal to 50 percent of parity price as of June 15 of the calendar year in 
which the crop is produced and for extra long staple cotton the penalty rate is 
the higher of 50 percent of parity price or 50 percent of support price. 


Oorn acreage allotments (932 counties) 


The Agricultural Act of 1958, approved August 28, 1958, provided that a 
referendum be held not later than December 15, 1958, to determine whether 
farmers favored the new program provided in such act calling for the elimina- 
tion of corn acreage allotments and for a new method of setting support prices 
for the 1959 and succeeding crops of corn. 

In a referendum held November 25, 1958, 71.1 percent of the farmers voting 
favored the new program. Under such program there will be no restrictions 
on acreage planted to corn in 1959 and later years. 

1958 and prior crops.—The acreage allotment of corn for any calendar year 
(which must be proclaimed not later than February 1 of the calendar year in 
which such acreage allotment is determined) shall be that acreage in the com- 
mercial corn-producing area which, on the basis of the average yield for corn 
in such area during the 5 calendar years immediately preceding such calendar 
year, adjusted for abnormal weather conditions, will produce an amount of corn 
in such area, which together with corn produced in the United States outside 
the commercial corn-producing area and corn imported, make available a supply 
for the marketing year beginning in such calendar year, equal to the normal 
supply. The acreage allotment must be proclaimed not later than February 1 
of the calendar year for which such acreage allotment was determined. 

The acreage allotment for corn is apportioned among counties in the commer- 
cial corn-producing area on the basis of acreage seeded for the production of 
corn during the 5 calendar years immediately preceding the calendar year in 
which the apportionment is determined with adjustments for abnormal weather 
conditions and for trends in acreage during such period and for the promotion 
of soil conservation practices. 

The acreage allotment for the county is apportioned through local commit- 
tees among the farms within the county on the basis of tillable acreage, crop- 
rotation practices, type of soil, and topography. 

Although not expressly provided for in legislation, the acreage allotment for 
the commercial corn-producing area is apportioned among the States in such 
area to facilitate administration. 

The commercial corn producing area for 1958 announced on October 7, 1957, 
includes 932 counties in 26 States. The designated area for 1958 includes two 
more States (Florida and South Carolina) and 38 more counties than the 1957 
area. 
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Computation of 1958 national corn acreage allotment 











Million 

Normal supply : bushels 

1. Domestic consumption (1957-58) adjusted__._._.___._.______~_ 3, 075 

ESE, CEES). TEIN OG cin cnaneccu mans ameanmome 185 

a PRO IN EN RICE, NNN GRIN 0D a pst cc i ew 8, 260 

4. Allowance for carryover (15 percent of item 3) _-.-_______ 489 

5. Normal supply (item 3 plus item 4)_-_--____________ 3, 749 
Acreage allotment: 

G.-caeevover toaemtor 49ct. 3. 1066... ek 1, 450 

7. Total production needed (item 5 minus item 6) _____-___ ene 2, 299 


8. Estimated production outside of 1958 commercial area 
I AN erin Sestaasinee rasa maa 525 


9. Production needed in commercial area (item 7 minus 
RN TD a a aa a a ces es cee sis a 1, 774 

10. Adjusted average yield in commercial area, 1953-57 (bushel 
gig eae oe saa oak 745.7 
11. Indicated allotment for 1958 (acres) .........______.___ 38, 818, 381 


15-year average adjusted by eliminating, on a county basis, yields below 75 percent of the 
average of the other 4 years, and substituting, on a commercial corn area basis, the 
adjusted 5-year average (48.4) for the exceptionally high yields in 1956 and 1957. 

















Number of counties in | Total acreage allotment for 
commercial area |} commercial corn counties 
State ee ee ee eS sail ee se 
| ] 

1957 | (1958 1957 1958 
gate ati guinea acacia Ree a a ee 
Alabama !___-. é | 8 | 17 303, 314 609, 2°3 
Arkansas _- . 4 4 | 87, 706 87, 543 
Delaware aS coal 3 3 108, 971 108, 440 
Florida !__- ---| Dias 111, 906 
Georgia ! cee 14 | 28 | 378, 147 696, 731 
Illinois ia . | 102 | 102 5, 857, 909 5, 955, 360 
Indiana__ : ‘ 92 | 92 3, 016, 533 3, 097, 900 
Iowa 99 | 99 | 6, 862, 686 | 6, 983, 516 
Kansas | 23 23 | 905, 079 911, 266 
Kentucky... -- | 52 52 | 909, 810 933, 289 
Maryland_. : as | 16 16 | 263, 825 281, 175 
Michigan ! | 35 | 37 | 995, 695 1, 102, 795 
Minnesota. -- é | 60 | 60 | 3, 436, 176 3, 516, 160 
Missouri !_- | 72 73 | 2, 381, 2°0 2, 436, 121 
Nebraska. -- } 61 | 61 | 4, 172, 390 4,171, 542 
New Jersey. .__--_- | 11 | 11} 104, 900 106, 867 
North Carolina. __- : 32 | 32 | 850, 262 860, 875 
North Dakota-...-_--- : | 1 | 1 | 71, 182 73, 728 
Ohio. Ee : 71 71 2, 1°6, 784 2, 200, 847 
Pennsylvania. _.____- 31 | 31 582, 079 577, 776 
South Carolina !__-_-_- mn Sees 5, 021 
South Dakota.- 32 | 32 1,948,675 | 1, 972,373 
Tennessee... _- ‘ | 25 | 25 4°8, 135 464, 691 
Virginia! ___ 10 | 15 123, 548 16, 175 
West Virginia___- ; J 2 2 15, 835 16, 223 
Wisconsin...........- aes eee 38 | 38 1, 297, 998 1, 336, 013 
a ree a Erect wn ticoatnmtlan sledlaliataiiainiees 894 | 932 7, 288, 889 38, 818, 381 








1 State acreages are not directly comparable for the 2 years because of changes in the number of counties 
included in the commercial corn producing area. 


ice acreage allotments.and marketing quotas (157 counties) 
R ( llotments. and irketing quotas (157 t 


On October 29, 1958, a national rice acreage allotment of 1,652,596 acres (the 
minimum established by law) for the 1959 crop of rice was proclaimed. On 
November 28, 1958, marketing quotas were proclaimed fr the 1959 crop of rice, 
individual marketing quotas for farmers staying within their acreage allotment 
will be the actual production from the farm acreage allotment. 

Marketing quotas for rice must be proclaimed (not later than December 31) 
whenever in any calendar year it is determined that the total supply of rice for 
the marketing year beginning in such calendar year will exceed normal supply 
for such marketing year by more than 10 percent. Marketing quotas for any 
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crop of rice may be proclaimed at any time during the calendar year preceding 
the calendar year in which the crop will be produced. 

A referendum must be held within 30 days after the proclamation of quotas 
to determine whether farmer approve quotas. In order to become effective, at 
Jeast two-thirds of the farmers voting must favor quotas. 

Not later than December 31 of each calendar year, a national acreage allot- 
ment for the crop of rice to be produced in the next calendar year must be 
proclaimed. The national acreage allotment is that acreage which will, on the 
basis of the national average yield of rice for the five preceding calendar years, 
produce an amount of rice adequate, together with the estimated carryover from 
the marketing year ending in the calendar year then current, to make available 
a supply for the marketing year beginning in the next calendar year, not less 
than the normal supply. 


Determination of rice normal supply, marketing quota level, total supply and 
supply percentage 


Thousand 
Normal supply and marketing quota level : hundredweight 
1. Estimated domestic consumption, 1957—58_ a al as Ziccee SR 
2. Estimated exports, 1958-59___- Ss eee ed we See ee ee, oe 


3. Total (item 1 plus item 2)_____ Paces: ees 53, 297 


4. Allowance for carryover (10 pere ent of item OB) csc gectai a eee 5, 830 
5. Normal supply (item 3 plus item 4)_____-_______- asada 58, 627 
6. Marketing quota level (110 percent of item 5)_--_--__-._--_-_----__ 64, 490 
Total supply and supply percentage : 
q. Carryover on Aug. 1, 1958___-~-- ete ee hice Bs oy te eels anngliks ee ee 
8; Matiniated productioniin 1956... s2 2 ok cece ek ks PS OD 
9: Setimated: anorta; 1958-00... en eck pidcnatess 200 
10. Total supply (items 7 plus items 8 plus item 9)_---__-_---__ 65, 989 
11. Supply percentage (item 10 divided by item 5)_----_-_____-__- 112. 6 


Determination of normal supply and national rice acreage allotment 





Thousand 

Normal supply :? hundredweight 

1. Estimated domestic consumption, 1958-59___________-_------- 26, 569 

2: MUO CXUOTE. TOU ie chase co acinn meri eeenane 25, 000 

3 OUR (CERI. SNS SURI 2 os 6 oe en ee 51, 569 

4. Allowance for carryover (10 percent of item 3)---.------_--- 5, 157 

5. OUR) URCON ce TAB tOO Be ooo ecm meaner renm annie a 56, 726 
National acreage allotment: 

G. Betimated carryover on Aug. 1, 1950. 226 snc ceecme nen 12, 400 

7. Indicated production needed in 1959 (item 5 minus item 6) ___- 44, 326 

8. National average yield per planted acre, 1954-58____pounds__ 3, 0O1 

9. Indicated acreage allotment (item 7 divided by item 8)-acres__ 1, 477. 041 

10. Minimum national acreage allotment for 1958___---__-_ acres_._ 1, 652, 596 


1 November crop report. 
2Normal supply is for the marketing year commencing in the calendar year for which 
the national acreage allotment is determined. 


Preliminary returns indicate that 87 percent of the farmers voting in a 
referendum held’ December 15, 1958, favored marketing quotas for the 1959 
crop of rice. 
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Rice acreage allotted 1957 compared with 1958 


| Apportion- | Apportion- || 
State ment of 1958 | ment of 1959 || State 


Apportion- | 
| ment of 1958 | ment of 1959 


Apportion- 


| 
| 
| 
allotment allotment | allotment | allotment 


j | 

DS nein 229 | 229 || South Carolina__...--| 2, 846 | 

Arkansas___......-- ; 399, 014 | 398,855 || Tennessee _- 517 | 

Califormis........... a 299, 767 Oe ie 422, 316 | 

UE ce 957 956 | ———— ----,——- 

Illinois 20 20 Total apportioned | 

Louisiana 475, 011 474, 821 0G PUB ii sistance 1, 652, 306 

Mississippi | 46, 675 46,656 || Unapportioned na- 

Missouri. -- -.--- 4, 767 4,765 || tional reserve--- 290 

North Carolina... -- 38 | 38 —————__|—_- 

Oklahoma = 149 | 149 |) JS. £ 1, 652, 596 1, 652, 596 
| Ht | 


The national acreage allotment, less a reserve of not to exceed 1 percent 
thereof for apportionment to farms receiving allotments which are inadequate 
because of an insufficient State or county allotment or because rice was not 
planted on the farm during all preceding 5 years, is apportioned among the 
rice-producing States on the basis of the average number of acres of rice in 
each State during the preceding 5 years, with adjustments for trends in acreage 
during such period. 

The State acreage allotment is apportioned in one of two ways: 

1. To rice producers on the basis of past production of rice by the producer, 
taking into consideration the acreage allotments previously established for such 
producer (in the State), abnormal conditions affecting acreage, land, labor, and 
equipment available for the production of rice, crop-rotation practices, and the 
soil and other physical factors affecting the production of rice. Not more than 
3 percent of the State acreage allotment is apportioned to persons who have 
not produced rice during any one of the past 5 years. The producer allotments 
so determined are assigned to farms on which the producers will be engaged in 
producing the crop of rice for which the allotments are established. 

2. If the Secretary, upon recommendation of the State committee deterinines 
that such action will facilitate the effective administration of the act, the State 
acreage allotment is apportioned to farms on which rice has been produced 
during any one of such period of years on the basis of foregoing factors using 
past production of rice on the farm and the acreage allotments previously estab- 
lished for the farm in lieu of past production of rice by the producer and the 
acreage allotments previously established for such producers. Not more than 
3 percent of the State acreage allotment is apportioned to farms on which 
rice has not been produced for the past 5 years on the basis of the applicable 
factors heretofore mentioned. 

The farm marketing quota is the actual production on the farm less “farm 
marketing excess.” The farm marketing excess is the normal production of 
the number of acres planted in excess of the farm acreage allotment, except 
that the farm marketing excess may not be larger than the amount by which 
the actual production on the farm exceeds the normal production of the farm 
acreage allotment if the producer furnishes proof of such actual production to 
the Secretary. 

Whenever marketing quotas are in effect the producer is subject to a penalty 
on the farm marketing excess at a rate per pound equal to 50 percent of the 
parity price as of June 15 of the calendar year in which the crop is produced. 
The penalty may be avoided or postponed by storage or by disposing of the 
commodity in such other manner not inconsistent with the purposes of the act, 
as the Secretary shall prescribe, including delivery to the Commodity Credit 
Corporation or other agency within the Department. The marketing quota 
penalty was set at $2.88 per hundredweight for the 1957 crop. 


Quota penalty collections 

The following table shows the cumulative marketing quota penalty collec: 
tions which, except for refunds to producers, are eventually covered into the 
general fund of the Treasury. 
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Summary of cumulative net marketing quota penalty collections as of June 30, 1958 


Marketing year Tobacco Peanuts | Wheat - Cotton Rice Total 


$218, 382.38 |_-.--- $1, 161, 607. 38 
518, 628. 98 Raabe satvalen 518, 628. 98 
672, 923. 32 | -- --------| 1,344, 933. 52 

$13, 111, 042. 87 2, 009, 036. 69 .--.-| 15, 349, 162. 58 

2, 037, 182. 66 1, 489, 990. 83 ‘ ee 4, 054, 408. 29 
514, 563. 85 
1 , 738, 585. 09 


1938-39 _- ..--| $943, 225. 00 aie 

1939-40__- a aero 

SOE caincwcnns 672, 010. 20 

1941-42 = 184, 972. 89 ~ $44, 110. 13 

1942-43._..__.-- 422, 393. 90 104, 840. 90 

1943-44 _..__- 514, 563.85 |_-- i 

1944-45... 1, 738, 585. 09 

1945-46._......___] 4, O17, 148. 4 017, 148. 49 

1946-4 _| 4, 064, 339. 7 : Nike ine ; a : ant 4, 064, 339. 73 

1947-48 __- ---| 1, 005, 258. 53 Si pushuncketows Rags danasvecssunn}! 2, Ge 

1948-49_...___.___] 1,519, 056. E Slee sicch pana weil 1/519, 056. 74 

1949-50 2, 599, 977. “139, 243. ; 2, 739, 220. 69 

1950-51 ......_.....] 3, 890, 715. 23 288, 248. 5, 083, 542. 52 

1051-52........- 4, 635, 274. 557, 158. 7 5, 192, 432. 76 

$662,471.36 137, 817. 65 3, 790, 289. 01 

3, 128, 650. 6 296, 653. 

5, 372, 234. 137, 384. 5! 
805, 194.8 603, 505. 8 
397, 987. 9: 343, 893. 37 

0 er j 49, 493. 35 

1958-59 _- owt 25 

7" 
ee ee ee eee eh 


a seskiis eniaeaone 3, 425, 304. 08 
785, 319. 18 525, 959. 58 ao 
3, 809.46 | 2,12 3. $45, 229. 05 8, 952, 722. 39 

, 266. 41 2 . 68 24, 502. 73 (2 430, ian 09 

84, 052.27 | 2, 380, 855. 06 73, 890.67 | 11, 766, 871. 04 
, 407. 98 ibe 981, 407. 98 





Total , 2, 702, 349. 17 | 38, 780, 080. 83 |12, 002 2, 210. 95 143, 622.45 | 93, 470, 903. 81 
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Legislation enacted, 2d session, 85th Congress, affecting acreage allotment and 
marketing quota provisions of the Agricultural Adjustment Act of 19388 


Tobacco 
Public Law 85-866: Provides that if in any calendar year more than one crop 
of tobacco is grown from either the same or different tobacco plants from the 
same tobacco acreage, the acreage allotment next established for the farm shall 
be reduced by an amount equivalent to the acreage from which more than one 
crop of tobacco was grown and harvested. 

Public Law 85-705: Provides for a special referendum of producers of type 2 
(Virginia) Fire-cured tobacco or type 37 Virginia Sun-cured tobacco to deter- 
mine whether they favor having these two kinds treated as one kind if grown on 
the same farm. If two-thirds or more of the farmers favor such treatment, a 
single-combined acreage allotment will be established for the farm. 


Peanuts 

Public Law 85-717: Provides that, beginning with the 1959 crop of peanuts, 
the production of peanuts on a farm for which no allotment is established will 
not make the farm eligible for an allotment as an “old farm” in the succeed- 
ing year; the production of 1 acre or less of peanuts on a farm without an allot- 
ment and without incurring a marketing penalty applies only when the persons 
who share in such peanuts do not share in peanuts produced on any other farm. 

Public Law 85-127 removes green peanuts from the marketing quota penalty 
provisions. 


Wheat 

Public Law 85-138: Provides for increased durum wheat acreage allotments 
and marketing quotas for the 1957 crop for farms located in counties in specified 
States which are (1) capable of producing class II durum wheat and (2) having 
produced such wheat for commercial food products during one or more of the 5 
years 1952 through 1956. 

Public Law 85-203: Provides that farmers whose wheat acreage allotment is 
less than 30 acres may grow up to 30 acres of wheat for use exclusively on the 
farm where produced. This provision will apply to the 1958 and future crops. 
It also provides that no acreage seeded to wheat for harvest as grain in 1958 or 
thereafter in excess of the wheat acreage allotment on any farm, regardless of 
the size of the wheat allotment shall be considered in establishing future State, 
county or farm acreage allotments. 

Public Law 85-366: Makes certain minor changes in the laws relating to 
wheat acreage allotments so as to eliminate inequities which were occasioned 
by enactment late in the 1st session of the 85th Congress of Public Law 85-203, 
commonly called the feed-wheat bill. 

Public Law 85-390: Provides for an increase of 8,000 acres in the acreage 
allotments for the 1958 and 1959 crops of wheat for farms in the Tulelake 
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area, Modoe and Siskiyou Counties, Calif. For these 2 years, this special 
allotment will be in addition to the national acreage allotment for wheat. 


Cotton 

Public Law 85-456: Provides for the transfer of 1858 cotton acreage allot- 
ments in disaster areas from farms on which they cannot be timely planted 
or replanted to farms in the same or adjoining. counties on which the same 
producers are engaged in cotton production. This law applies only in counties 
where a substantial number of farms were affected and transfers could be made 
only if authorized by the Secretary of Agriculture. 

Public Law 85-835: (a) Provides that for the 1959 and 1960 crops of upland 
cotton the farmer is to be given the choice of (A) planting within the acreage 
allotment determined under section 344 of the Agricultural Adjustment Act 
of 1938, as amended, and receiving price support as provided in section 101 of 
the Agricultural Act of 1959, as amended, or (B) increasing his farm acreage 
allotment by not to exceed 40 percent as determined by the Secretary and re 
ceiving price support at 15 percent of parity below the level established under A. 

(b) Provides that beginning with the 1961 crop, the marketing quota shall 
not be less than the number of bales equal to the estimated domestic consumption 
and estimated exports (less estimated imports). 

(c) Provides that the national marketing quota for upland cotton for 1959 
and subsequent years shall not be less than the number of bales required to 
provide a national acreage allotment of 16 million acres. 

(d) Provides that beginning with the 1961 crop of extra long -staple cotton, 
the national marketing quota shall be the amount equal to (1) the estimated 
domestic consumption plus exports for the marketing year which begins in the 
next calendar year, less (2) the estimated imports, plus (38) the additional 
number of bales, if any, as the Secretary determines is necessary to assure 
adequate working stocks in trade channels until cotton from the next crop 
becomes readily available without resort to CCC stocks. 

(e) Establishes a national acreage reserve of 310,000 acres, which is in addi- 
tion to the national acreage allotment and which is to be apportioned to States 
on the basis of their needs for additional acreage for establishing minimum 
farm allotments. 

(f) Raises the minimum farm acreage allotment from 4 to 10 acres. 

(7) Permits establishing the farm acreage allotment on the basis of the allot- 
ment for the immediate preceding year. 

(h) Provides for the retention of surrendered acreage in a county. 

Corn 

Public Law 85-835: Provides that a referendum be held not later than 
December 15, 1958, of producers of corn in 1958 in the commercial corn-producing 
area for 1958 to determine whether they favor a price-support program as pro- 
vided under the new act in lieu of the existing acreage allotment and price 
support program. If farmers favor the new program acreage allotments and a 
commercial corn-producing area will not be established for the 1959 and 
subsequent crops. 


Rice 


Public Law 85-443: 1. Restricts old producer allotments in any State to those 
with production history in the State. 

2. Prevents a producer or a farm from becoming an old producer or farm by 
planting rice without an allotment. 

3. Permits the Secretary to divide a State into the two areas and make allot- 
ments on a producer basis in one area and on a farm basis in the other area. 

4. Provides for pooling allotments of lands acquired by agencies having the 
right of eminent domain and use of the pooled allotments to establish allotments 
for other farms owned or acquired by the farmer owner of lands so acquired. 

5. Increases the marketing penalty from 50 percent to 65 percent of parity. 

6. Provides for the termination of previous quotas whenever current quotas 
are terminated and makes clear that such termination does not forgive any 
penalty then due. 

Public Law 85-835: Establishes the national acreage allotment at the 1956 
level. 


All basic cammodities 


Public Law 85-266: Eliminates the requirement that notice of intent not to 
plant the full acreage allotment must be filed with the county committee in order 
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for a farmer to receive credit for future acreage allotment purposes. It counts 
the acreage underplanted in 1956 if the committee was notified. It does not 
count acreage released under surrender and reapportionment provisions. 

The Commodity Stabilization Service, as a part of its regular activities, is 
responsible for part of the continuing activities of the Department in the area 
of preparedness measures relating to food and the domestic distribution of farm 
equipment and supplies. Such work, financed from this appropriation, includes 
periodic evaluation of requirements and supplies of food (including fibers, tobacco, 
and oilseeds) and supporting nonfood materials and facilities. Work also includes 
analyses to determine the ability of the United States to supply necessary food 
in an emergency period and to appoint out problem areas. 


Mr. MarsuaAutu. Mr. Beach, and Mr. Secretary, do you have any- 
thing further that you would like to present on this subject at this 
oint ? 

Mr. Bracu. Yes, sir. 

(The material referred to follows :) 


Acreage allotments and marketing quotas 


Appropriation, 1959 $39, 715, 000 


Budget estimate, 1960 39, 135, 000 


Decrease 580, 000 


1960 


Tobacco - = wil ee Te he $6, 066, 275 $6, 427, 295 
Peanuts. : aa ; ; ‘ 2, 056, 305 2, 171, 175 
Wheat_- abe : ; ae 5, 690, ! | 16, 759, 895 
Cotton... peapcebesces See caus , 480,435 | 12, 629, 130 
Corn... e ‘ aad eer, eee Z St ee 3, 415, 108, 205 
Rice . secede sinha ain nit dani aida eubuinininn wml , 905 733, 730 
Defense mobilization activities ______- aed athe 305, 570 | 305, 570 


39, 135, 000 


Total_. tS: we ’ Se 715, 000 





1 Due to elimination of corn acreage allotments, only about $2.1 million was obligated for corn. The 
Bureau of the Budget authorized the unobligated amount to be retained and applied to meet increased pay 
and postal costs and part of the cost of work on cotton resulting from enactment of Agricultural Act of 1958. 


I. Tobaceo (953 counties) 

A. Quotas must be proclaimed whenever total supply at beginning of marketing 
year exceeds reserve supply level. 

B. Referendum must be held within 30 days after issuance of proclamation. 

1. Farmers vote on whether they favor quotas for 38 years, 

2. Quotas become effective only if approved by at least two-thirds of the 
farmers voting. 

3. Quotas have been approved as follows: 

Flue-cured, burley, Virginia Sun-cured, and Southern Maryland through the 
1958 marketing year. In the referendum on Flue-cured tobacco held December 
15, 1958, preliminary returns indicate that 95.4 percent of the farmers voting 
favored quotas for 3 marketing years beginning with 1959. In referendums 
held February 24, 1959, farmers approved quotas for burley and Virginia Sun- 
cured tobacco for 3 marketing years 1959-61. Farmers disapproved quotas for 
Maryland tobacco. 

Fire-cured and Dark Air-cured through the 1960 marketing year. 

Cigar filler and binder through the 1959 marketing year. 
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©. Nineteen hundred and fifty-nine national marketing quota, acreage allot- 
ment, and estimated number of farms. 


Quota (thou- Acreage Number of 
sand pounds) farms 


Flue-cured 1, 014, 000 714, 327 
Burley ---- 7. 492, 000 309, 919 
Fire-cured (type 21) 11,119 9, 114 
Fire-cured (types 22 and 23) 46, 250 32, 751 
Dark Air-cured ; 22, 676 15, 805 
Virginia Sun-cured f - 4, 106 4, 202 
Cigar filler and binder 39, 500 24, 943 
Cigar binder 21, 600 11, 992 
Southern Maryland 1 42, 600 48, 409 
. Pennsylvania filler 1 41, 800 26, 092 


| 
| 


SPN SorreyPem 


=~ 


1 Quotas disapproved in referendums held Feb. 24, 1959. 


IT. Peanuts (496 counties) 


A. Quotas must be proclaimed each year regardless of the supply situation. 

B. Referendum must be held between date of issuance of proclamation and 
not later than December 15. 

1. In a referendum held December 11, 1956, farmers approved marketing 
quotas for 3 marketing years, 1957 through 1959. 

2. Quotas become effective only if approved by at least two-thirds of the farm- 
ers voting. 

C. 1959 national marketing quota, acreage allotment, and estimated number 
of farms. 


1. National marketing quota tons. 886, 000 
2. Acreage allotted acres__ 1, 610, 000 
3. Estimated number of farms_______- : 118, 514 


III. Wheat (2,529 counties) 


A, Acreage allotments must be proclaimed each year unless suspended be- 
cause of a national emergency or increase in export demand. 

1. The minimum acreage allotment which may be established for any year 
is 55 million acres. 

(a) If, after investigation, the Secretary determines that a supply of any 
class or subclass of wheat is substantially short of indicated market demands 
and carryover requirements, the marketing quotas and acreage allotments for 
farmers who produced such wheat in 1 or more of the preceding 3 years are 
to be increased to the extent necessary to meet marketing demands and carry- 
over requirements. 

B. Marketing quotas must be proclaimed whenever the total supply exceeds 
the normal supply by more than 20 percent. 

1. Supply percentage, 1958-59 marketing year, 157.1. 

C. Referendum must be held between the date of issuance of proclamation 
and not later than July 25. 

1. Quotas must be approved by at least two-thirds of the farmers voting 
to become effective. 

(a) A wheat marketing quota is not applicable to any farm on which acreage 
planted to wheat does not exceed 15 acres. 

(b) In a referendum held June 20, 1958, 84.1 percent of the farmers voting 
favored quotas for the 1959 marketing year. 

D. 1959 acreage allotment and estimated number of farms. 


. National acreage allotment __-acres___ 55, 000, 000 
. Acreage allotted, commercial area do__ 54, 886, 755 
. Acreage for noncommercial area do__ 58, 254 
. National reserve 55, 000 

istimated number of farms 1, 718, 115 


IV. Cotton (1,092 counties) 


A. Quotas must be proclaimed if the Secretary determines that: 
1. Total supply of upland cotton exceeds normal supply. 

(a) Supply percentage, 1958-59 marketing year, 127.4. 

(b) Quota proclaimed, 12,167,000 bales. 
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2. Total supply of extra long staple cotton exceeds normal supply by more 
than 8 percent. 

(a) Supply percentage, 1958-59 marketing year, 112.3. 

(b) Quota proclaimed, 73,989 bales. 

B. Referendum must be held between date of issuance of proclamation and 
December 15. 

1. Quotas must be approved by at least two-thirds of the farmers voting 
to become effective. 

2. In referendums held December 15, 1958, preliminary returns indicate 
that 92.3 percent of the farmers voting favored quotas on the 1959 crop of upland 
cotton and 88.5 percent favored quotas on the 1959 crop of extra long staple 
eotton. 

©. Acreage allotments and estimated number of farms. 

1. Upland cotton: 

(a) Acreage allotment, 16,310,000 acres. 

(b) Estimated number of farms,.960,380. 

2. Extra long staple cotton: 

(a) Acreage allotment, 70,822 acres. 

(b) Estimated number of farms, 4,720. 

The Agriculture Act of 1958 approved August 28, 1958, provides that with 
respect to cotton the Secretary shall give producers of upland cotton a choice of 
(1) plan A, planting within his acreage allotment and recelving price support 
determined under section 101 of the Agriculture Act of 1949, as amended, or 

(2) plan B, increasing his acreage by not to exceed 40 percent as determined by 
the Secretary and receiving price support at 15 parity points below the level 
under plan A. 

V. Corn (982 counties) 

A. 1958 acreage allotment and estimated number of allotment farms: 

1. Acreage allotment, 38,818,381 acres. 

2. Estimated number of farms, 1,827,810. 

In the referendum held on November 25, 1958, in the 1958 commercial corn- 
producing area, pursuant to the provisions of the Agricultural Act of 1958, 
farmers voted to discontinue acreage allotments on corn beginning with the 1959 
crop. Therefore, no commercial corn-producing area or acreage allotments will 
be established for 1959 or subsequent years. 

VI. Rice (157 counties) 

A. Acreage allotments must be proclaimed each year unless suspended be- 
cause of a national emergency or an increase in export demand. 

B. Marketing quotas must be proclaimed whenever the total supply exceeds 
the normal supply by more than 10 percent. 

1. Supply percentage, 112.6. 

C. Referendum must be held within 30 days after issuance of proclamation. 

1. In a referendum held December 15, 1958, preliminary returns indicate that 
87 percent of the farmers voting favored quotas on the 1959 crop of rice. 

D. 1959 acreage allotment and estimated number of farms. 

1. Acreage allotment (minimum established by Agricultural Act of 1958), 
1,652,596 acres. 

2. Estimated number of farms, 20,925. 


SUPPLEMENTAL FUNDS 


Mr. Bracu. We have before us a possibility of having a supple- 
mental on this particular appropriation item ‘for the work incident 
to the cotton program, It is indicated in the statement that we’ll not 
be able to advise the committee as to what that supplemental will 
amount to until the results of the sign-up, as between A and B cot- 
ton, are known. That will probably not be before the last week in 
March, at the earliest, probably about April 1, when we know. 

Mr. Marsuatu. As soon as you have that information, this com- 
mittee ought to have it, because we should have all the information 
we can, 
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COUNTY OFFICE PAY INCREASES 


Mr. Beacu. The other major point is that this particular section of 
our estimate describes the county office pay increase, and we do not 
discuss it in full detail in the other items. 
Mr. Marsnary.. Would you place the statement in the record con- 
cerning that? 
Mr. Bracnu. Yes, sir. 
There is one point we would like to have clearly stated in the 
record, and that is we plan to make a straight percentage increase, 
in exactly the same manner as the Federal pay increase was applied 
to all Federal employees. 
(The information referred to follows :) 
The appropriation request for acreage allotments and marketing quotas in- 
clude an increase of $2,735,000 to raise the salaries of Agricultural Stabilization 
and Conservation county committee employees by about 10 percent. Through 
administrative actions, the salaries of Agricultural Stabilization and Conserva- 
tion county committee employees have been increased by an average of about 
16 percent for all such employees in the past 2 fiscal years, 1957 and 1958. These 
increases resulted from the new classification and pay plan, which established 
salary rates commensurate with the difficulty and responsibility of each ASC 
county office job. Many salaries were raised, but some jobs were assigned lower 
pay rates. 
To develop the plan a thorough study was made of locally competitive jobs, 
inside and outside of the Federal service at the county level. This study clearly 
indicated that jobs in the Federal service provided the most valid basis for 
comparison for establishing pay rates for ASC county committee employees. 
The rates established were therefore similar to those in the Federal salary rate 
structure. 
A comparison of the salary schedule for ASC office managers, office employees, 
and full-time field employees with Federal salary rates for approximately com- 
parable general schedule grades is shown below : 
County o'ce and county Federal rates Percent Federal rates Percent 
office field Nearest before Public Federal after Public Federal 
a5 : comparable Law 85-462 rates were Law 85-462 rates are 
GS grade ! Ist step of ASC Ist step of ASC 

Grades Ist step rates rates 


Bes a 
OD 7 
O60 | 116 
495 126 
755 125 
040 125 
040 li7 
040 109 
OXO lll 
O85 1 


, 030 110 


we 
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1In connection with any use of figures in the column headed ‘‘Nearest comparable general schedule 
grade,”’ it should be understood that in fact, CO (county office) grades do not compare grade for grade 
with GS grades. Therefore. the GS grade listed means that most duties classified in the analogous CO 
grades would be appropriate in the GS grades indicated. 

2 Lowest rate for office managers. 


The table indicates that prior to the enactment of Public Law 85462 the 
salaries of the six lowest grades for ASC county committee employees were 
6 to 16 percent below the salary rates of the Federal general schedule grades 
for comparable work. Salaries in the four highest grades were about equal to 
the comparable Federal grades. After the enactment of Public Law 85-462 the 
ASC county rates were from 9 to 27 percent lower than the Federal salary rates 
for comparable work. 

Since the ASC county committee employees’ salaries are again in the same 
relative position with Federal salary rates as they were prior to the reclassi- 
fication and pay increase of the last 2 years, it is proposed that they be given 
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an average increase of 10 percent effective July 1, 1959, to restore them to a 
measure of comparability of pay for comparable work, After a 10 percent in- 
crease, the salaries of the six lowest ASC grades would still be from 6 to 16 
percent below the salaries of the comparable Federal grades. The salaries 
of the top four ASC grades would approximately equal the salaries of comparable 
Federal grades. 

After effecting the 10 percent increase in fiscal year 1960, it is planned to 
continue, on a gradual basis, making further adjustments in basic salaries of the 
ASC county committee employees within funds available with the objective of 
eventually putting them fully on a comparable basis with Federal employees in 
the same area. 

The cost in fiscal year 1960 of an average increase of 10 percent in the salaries 
ot the ASG county committee employees is estimated to be $8,179,000, including 
the additional Federal Insurance Contributions Act contributions of the ASC 
county committees. The share of each appropriation which ordinarily con- 
tributes to local administration, section 388, Agricultural Adjustment Act of 
1938, “Agriculture,” the appropriation account from which the ASC county com- 
mittee expenses are paid is shown below: 


Acreage allotments and marketing quotas $2, 735, 000 
Acreage reserve program 55, 0OO 


Total_- . 2, 790, 000 


Agricultural conservation 1, 540, 000 
sugar Act program.....=-- 61, 000 
Conservation reserve program 1, OS5, OOO 


Total 4 pers . _ 2 686, 000 


Great Plains conservation program . 000 
Service charges to producers 516, 000 
Commodity Credit Corporation funds ; 2,173, 000 
Removal of surplus agricultural commodities________._____---_--_-~ 3, OOO 


Total . 703, 000 


Grand total 5, 179, OOO 


These shares are based on the estimated requirements under each fund for the 
fiscal year 1960, exclusive of the cost of the pay increases. The actual costs 
could vary considerably if the actual workloads in the fiscal year 1960 differed 
from those now estimated. 

Only $2,790,000 of the total requirements will need to be supplied by additional 
appropriations: $2,735,000 under the acreage allotment and marketing quota 
program and $55,000 under the acreage reserve-program. Increases in operating 
expense limitations totaling $2,686,000 will be required under the agricultural 
conservation, sugar, and conservation reserve programs. The remainder of 
$2,705,000 can be financed without further congressional action. 

Additional funds amounting to about $3,568,520 were appropriated for the 
fiscal year 1957 for pay increases and some $5,796,848 additional was estimated to 
be available from appropriations or funds which would reimburse local adminis- 
tration, section 388, on an actual expense basis. Thus total funds estimated to 
be available in the fiscal year 1957 for pay increases were $9,365,368. The an- 
hual cost of the salary increases incorporated in the reclassification and pay 
plan established in the past 2 years is estimated at $14 million. The difference 
of 4,634,632 was absorbed in the fiscal year 1958 by improved methods of 
operation. 

The ending of the acreage reserve program and acreage allotments on corn 
With the 1958 crops will increase the burden for overhead on the programs re- 
maining in operation in 1960. It will also be necessary to continue to absorb 
Increases in salaries of county and community committeemen, rents, utility costs 
and rates of mileage and per diem in lieu of subsistence. Therefore, it will be 
impossible to accomplish additional savings to offset any part of the cost of the 
proposed salary increase. 
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Sugar Act ProGrRaM 


Program and financing 


| ! 
| 1958 actual | 1959 estimate | 1960 estimate 


| 
Program by activities: | 
1. Payments to sugar producers: 

1. Payments to sugar producers: | 

(a) Continental beet area Sa _--------------| $35,269,040 | $36, 782, 475 $36, 727, 750 

(6) Continental cane area 7, 261, 251 8, 238, 560 8, 969, 400 

(c) Offshore cane area 22,992,682 | 28, 742, 539 23, 505, 424 

2. Operating expenses 2, 139, 527 2, 236, 426 2, 297, 426 


7 One GOmeOOOR 5. onan nsee _| 67,662,500 | 76, 000, 000 71, 500, 000 


Financing: Appropriation (new obligational authority) 67, 662, 500 76, 000, 000 71, 500, 000 





Object classification 





| 
1958 actual | 1959 estimate | 1960 estimate 


07 Other contractual services: Advanced to— | | 
“‘Administrative expenses, sec. 392, Agricultura] Ad- 
justment Act of 1938”+(7 U.S.C. 1392) | $1,397, 110 $1, 487, 028 
‘Local administration, sec. 388, Agricultural Adjust- | | 
ment Act of 1938, Agriculture’ (7 U.S.C. 1388) __._-_| 2, 4 | 749, 398 | 
Grants, subsidies, and contributions__- : ; 7 65, 522, 97% 73, 763, 574 | 


ae 
Total obligations ss - ----| 67, 662, 500 76, 000, 000 1, & 


JUSTIFICATION OF THE ESTIMATE 


Mr. Marswau. At this point, we'll place in the record, in connec- 
tion with the Sugar Act program, pages 233 through 235 and 237 
through 251 of justifications. This request is for a reduction of 
$4,500,000. 

(The material referred to follows :) 


SuGAR PROGRAM 


PURPOSE STATEMENT 


Objectives.—The principal objectives of the sugar program, carried out under 
the Sugar Act of 1948, as amended, are (a) to protect the welfare of domestic 
producers, (0) to provide consumers with adequate supplies of sugar at reason- 
able prices and (c) to promote our general export trade. Provision is also 
made to insure that a fair share of the consumers’ dollar goes to domestic pro- 
ducers of sugarcane and sugar beets and to laborers working in cane and beet 
fields. The attainment of these objectives involves— 


1. Determination of U.S. sugar requirements. 

2. Administration of quotas to regulate imports of sugar produced in 
foreign areas and the marketing of sugar produced in domestic areas. 

3. Allotment of quotas to individual processors when necessary to insure 
orderly marketing. 

4. Making of payments to domestic producers of sugar beets and sugar- 
cane who meet certain specified conditions. 


The continental United States produces sugar from both sugar beets and sugar- 
eane. Additional quantities of sugar are produced from sugarcane in Hawaii, 
Puerto Rico, and the Virgin Islands. Domestic sugar, produced at higher cost 
per unit than in foreign areas, falls far short of meeting the Nation’s require- 
ments. To meet total needs, the U.S. imports substantial quantities of 
sugar from foreign areas, primarily from Cuba and the Philippines. 
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If unlimited quantities of sugar were permitted entry into the continental 
United States from Cuba, the Philippines, and other foreign countries, prices 
to domestic consumers under ordinary circumstances could be expected to be 
slightly lower than at present. However, under present wage standards in do- 
mestic producing areas, unlimited imports would place domestic producers in an 
extremely difficult, if not impossible, competitive position. Moreover, the econo- 
mies of most of the domestic cane sugar-producing areas are dependent on sugar- 
producing crops for which there is no feasible alternative. 

Quotas.—The Sugar Act of 1948, as amended, provides a quota system to bal- 
ance supply with demand. The Secretary of Agriculture, as authorized by the 
act, determines at the end of each calendar year the Nation’s sugar require 
ments for the coming year. Requirements for the calendar year 1958 were 
initially established in December 1957 at 8,800,000 short tons, raw value and in 
four successive increases, raised to 9,200,000 tons as of October 17, 1958. 

All increases were distributed quotawise in accordance with provisions of the 
Sugar Act. The quota provisions of Public Law 545, 84th Congress, approved 
May 29, 1956, became effective as of January 1, 1956. This law, amending and 
extending the Sugar Act of 1948, as amended, restores to the domestic areas 
their historic participation in the growth of the U.S. sugar market. Beginning 
in 1956, market growth in excess of 8,350,000 tons has been shared 55 percent 
by domestic areas and 45 percent by foreign countries. Distribution of quotas 
among foreign countries has been changed so that foreign countries other than 
Cuba and the Republic of the Philippines share to a greater extent than hereto- 
fore in market growth beginning in 1957. 

Marketing allotments.—The act provides that the quota for any area shall be 
allotted to persons who market or import sugar when necessary to insure 
orderly marketing and to afford interested persons an equitable opportunity to 
market sugar within the quota limitations. 

Production adjustment.—The act provides that if production in any area will 
be greater than the quantity necessary to fill the quota and provide a normal 
carryover inventory, restrictive proportionate shares (farm marketing allot- 
ments), shall be established. A restrictive program is designed to balance 
supplies within an area with the quota and normal carryover requirements. The 
total quantity of sugar which may be produced in an area is divided among 
individual growers, and as one of the conditions for payment, production 
must not exceed the proportionate share. 

Payments.—Domestic producers of sugar beets receive conditional payments 
averaging about $2.34 per ton of beets. For producers of sugarcane the pay- 
ments within the various domestic producing areas range from about $1.06 to 
$1.57 per ton of cane. The Sugar Act imposes a special tax of 50 cents per 
hundredweight of sugar, raw value, on all manufactured sugar from sugar 
beets or sugarcane either produced in or brought into the continental United 
States. 

Revenue.—From the inception of the program in the 1938 fiseal year through 
the fiscal year 1958, sugar excise and import tax collections, of $1,569,108,674 
have exceeded program costs of $1,181,013,194, by 33 percent or $388,095,480. 


Appropriation 
Appropriated, 1959 $76, 000, 000 
Budget estimate, 1960 71, 500, 000 
(b) Sugar Act program 


Appropriation Act, 1959, and base for 1960 $76, 000, 000 
Budget estimate, 1960 ; 500, 000 


Decrease a 500, 000 


Summary of increases and decreases, 1960 


Net decrease in mandatory payments to sugar producers for 1959 


ee i ea eel —$4, 561, 000 
Increase in operating expenses________--._-_--_-_-- +61, 000 


33913—59—pt. 3———37 





Project 


1. Payments to sugar producers: 


(a) Continenta 


beet area.. 


4) Continental cane ar¢ 


Offshore cane area 


Total payments 
2. Operating expenses 


Project statement 


1958 1959 


(estimated) 


Increase or 
decrease 
| 
| 
abe ep 
$35, 269 54, 725 | 
7, 261, 251 . 238, 560 +730, 540 


22, 992, 682 98,742,539 | —5, 237.115 | 


561, 000 | 
31, 000 


Total pay act costs (Public Law 85-462 


Total appropriation or estimate 


Program year 


1956 sugar program: Pay- 
ments to producers: Puerto 


Rico (1056-57) ............... 


1957 sugar program: 
Payments to producers: 
Continental sugar beet 
area... 
Continental 
area 
Hawaii - 
Puerto Rico (1957-58) 
Virgin Islands 


sugarcane 


Total, 1957 payments_- 


1958 sugar program: 
Payments to producers: 
Continental sugar beet 
area > » 
Continental 
area. 
Hawaii 
Puerto Rico (1958-59) 
Virgin Islands 


Total, 1958 payments_- 


1959 sugar program: 
Payments to producers: 
Continental sugar beet 
area .. ~ 
Continental 
area..... 
Hawaii ; 
Puerto Rico (1959-60 
Virgin Islands- -- 


Total, 1959 payments. 
Total 


ments 
Operating expenses- -- 


program pay- 


Total appropriation or 


estimate 


The number of payees are shown in table II. 


sugarcane 


Sugarcane | 


—4, 500, 000 


TABLE I. 


Fiscal year appropriation 


1959 1960 1961 


040 | $1, 279, 000 


$485, 000 13, 006, 390 | 


485, 000 14, 285, 390 


35, 503, 475 


8, 238, 560 
, 258, 110 | 
8, 349, 429 | 

128, 610 


| 59,478, 184 | 


$14, 431, 112 


14, 431, 112 


3 | 73, 763, 574 | , 574 
2, 236, 426 2, 297, 426 
76, 000, 000 | 7 


_.| 67, 662, 500 , 500, 000 


1960 
(estimated 


$36, 727, 750 
8, 969, 400 
23, 505, 424 


69, 202, 574 
2, 297, 426 
[111, 926) 


71, 500, 000 


36, 548, O40 
7, 261, 251 
10, 052, 121 
13, 520, 000 
193, 311 


67, 574, 723 


68, 438, 005 


36, 727, 730 


8, 969, 400 


19, 075, ati) 
192, 915 


74, 673, 865 


The estimate for the 1959 


sugar crop program compared with prior crop year data on tonnage, produc: 
tion, total payments and average payment per ton, is shown in table ITI. 
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TABLE 1I.—Number of payees 











| | 
Area | 1957crop | 1958crop | 43959 crop 
| (estimate) (estimate) 
| 
— ea - ss os . | oe aoe ‘ = | sand nom - | enema non 
Continental sugar-beet area. -...-- iss at a . 39, 325 | 39, 500 | 40, 000 
Continental sugarcane area. -.-. | 6, 664 | 7, 225 7,350 
Hawaii Se sues eee Sat 1, 046 | 1, 200 1, 200 
Puerto Rico pees ee nea 19, 000 | 20, 000 | 20, 500 
Virgin Islands - - .. : nahiicenukagneesbeesaiubaad 324 | 350 350 
Total Fae Pe aac nina ba vc ede geek tana tea — 68, 275 69, 400 





Total sugar production from the 1959 crops in the domestic areas is estimated 
at 5,340,000 short tons, raw value. This is 529,000 tons more than estimated 
total production from the 1958 crops. These estimates are based on analysis 
and consideration of sugar inventories, probable production and consumption 
of sugar during 1958, and the prospective level of U.S. consumers’ sugar require- 
ments for calendar year 1959. 

Domestic beet sugar area production from the 1959 crop is estimated at 
2250,000 short tons, raw value, which is 75,000 tons more than the 1958 crop 
is expected to produce. The 1959 crop figure represents a production objective 
in line with anticipated sugar quota and carryover stock requirements tor the 
area. 

Production from the 1959 crop in the mainland cane sugar area is estimated 
at 675,000 tons which is 55,000 tons more than the 1958 crop estimate. The 
1959 crop figure also represents a production objective in line with anticipated 
sugar quota and carryover stock requirements for the area. 

Hawaii's 1959 crop production is estimated at 1,050,000 tons which is 265,000 
tons higher than the area’s 1958 crop production estimate. Production from 
the 1958 crop was reduced greatly because of a strike which gripped the island’s 
sugar industry from January to June 1958. 

The 1959-60 crop production estimate of 1,350,000 tons for Puerto Rico is 
consistent with prospective quota and inventory needs for the area although it 
is 125,000 tons higher than the island’s estimated 1958-59 crop production. 

Production from the 1959 crop in the Virgin Islands is estimated at 15,000 
tons. This, while 9,000 tons higher than the island’s 1958 crop production, is 
still short of the area’s probable 1959 calendar year quota level. The 1958 
crop was seriously damaged by drought, necessitating substantial abandonment 
and deficiency payments to growers. 


Tasi_e II].—Sugar program data, 1957-459 crop years 


| } Increase (+) 

| 1958 fiscal 1959 fiscal | 1960 fiscal | or decrease 
year (195/ year (1958 year (1959 | (—), 1959 
Area crop year) crop year crop year) | crop year 
(actual) | (estimated) (estimated) | compared 


| with 1958 
crop year 








eet area | 
rons produced 2, 213, 000 2, 175, 000 2, 250, 000 +75, 000 
otal payments | $36,531,540 | $35, 485, 125 $36, 708, 750 +$1, 223, 625 
Payments per ton | $16. 51 $16. 31 $16. 31 
Mainland cane area: 
T 535, 000 | 620, 000 | 675, 000 +55, 000 
$7, 261,251 | $8, 238, 560 $8, 969, 400 +$730, 840 
$13. 57 $13, 29 $13, 29 
ons produced 1, O85, OOO 785, 000 1, 050, 000 +285. OOO 
Total payment $10, 052, 121 $7, 258, 110 $9, 708, 300 +$2, 450, 190 
_ Payment per ton $9. 26 $9. 25 $9. 25 
ruerto Rico 
fons produced 934, 000 1, 225, 000 1, 350, 000 + 125, 000 
otal payment $14, 520, 000 $17, 309, 250 $19, 075, 500 +$1, 766, 250 
} t per ton $14.47 $14.13 $14.13 
Tons produced 15, 100 6, 000 15, 000 +9 O00 
lotal payments $193, 311 $128, 610 $192, 915 +$64, 305 
Payment per ton . $12. 80 $21.43 $12. 86 
Tons produced . ae 4, 782. 100 4,811, 000 ), 340, O00 | + 529, 000 
Total payments 5 ate $67, 558,223 | $68,419,655 | $74, 654, 865 6, : 
Payment per ton_- tierce a $14.12 $14. 22 $13. 98 | 
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STATUS OF PROGRAM 


Sugar requirements and quotas 

The Sugar Act provides that the Secretary of Agriculture shall determine 
in each year the consumers’ requirements of sugar for the succeeding year and 
make such revisions of the initial estimate as necessary. 

The requirements or total quotas, for the calendar year 1957 were initially 
eStablished at 8,800,000 short tons, raw value, to provide a supply adequate to 
meet a normal rate of sugar consumption and maintain year-end stocks of quota 
sugar at about the same level as at the end of 1956. To assure consumers 
adequate supplies in the face of a worldwide acceleration of demand and 
lessening of supplies and to maintain stability in domestic sugar prices, sugar 
quotas were adjusted six times during the calendar year 1957 to a final level of 
8,975,000 tons. 

Initial quotas for calendar year 1958 were established at 8,800,000 tons to 
provide a supply adequate to meet a normal rate of sugar consumption after 
allowing for the increase in population and the quantity of sugar charged to 
1957 quotas that would be available for consumption in 1958. On May 22, 1958, 
quotas were increased to 8,900,000 tons, in view of the changing seasonal 
production-consumption balance prevailing market conditions, and the rate of 
sugar distribution. Quotas were further increased effective June 24, 1958, to 
9 million tons as the period of heavy seasonal demand for sugar began effective 
October 8, 1958, quotas were increased to 9,100,000 tons and on October 17, 1958, 
to 9,200,000 tons to make needed supplies available. 

Consumers’ sugar requirements for calendar years 1957 and 1958 were dis- 
tributed quotawise in accordance with the Sugar Act as amended by Public 
Law 545, 84th Congress, approved May 29, 1956. This law, which with certain 
exceptions became effective as of January 1, 1956, restored to the domestic 
areas the opportunity to share in the growth of the U.S. sugar market. Foreign 
areas not only retained the quotas assigned to them at the time the amendments 
became effective but also share in the growth of the U.S. market. Beginning 
in 1956 market growth in excess of 8,350,000 tons is shared 55 percent by 
domestic areas and 45 percent by foreign countries. Cuba now supplies about 


30 percent of the market growth and full-duty countries as a group about 15 
percent. Sugar quotas for the calendar years 1957 and 1958 are shown in the 
following table: 


(Short tons, raw value] 


1957 quotas, } 1958 quotas 
Production area final as of Oct. 
17, 1958 


Domestic beet sugar.........--- ince cuwebae beam eannice Ser a pidetaceaste 2, 070, 694 2, 342, 488 
Mainland cane sugar 637, 172 72, 905 
a eennchiniil Sicilascuias ictoncishehidasisih dual cei ante te ee a 1, 060, 000 2 700, 000 
Puerto Rico 1 920, 000 | 2 815, 000 
Virgin Islands as ‘ 1 14, 753 2 6, 100 
Philippines aca 1 930, 000 | 980, 000 
Cuba e 3, 127, 028 | 3, 387, 582 
215, 353 


9, 200, 00 


. 975, 000 


1Adjusted for deficits. Unadjusted quotas were: Hawaii, 1,087,373; Puerto Rico, 1,136,987; Virgin ls 
lands, 15,505; Republic of the Philippines, 980,000, short tons. raw value. 

2 Expected deliveries in 1958. Despite declaration of deficits, full basic quotas are available to these 
areas as follows: Hawaii, 1,115,479; Puerto Rico, 1,166,375; Virgin Islands, 15,905, short tons, raw value. 


Marketing allotments 

Section 205(a) of the act provides that the quota for any area shall be allotted 
to persons who market or import sugar when necessary to insure orderly mar 
keting and to afford interested persons an equitable opportunity to market sugar 
within such quota. 

In the domestic beet and mainland cane sugar areas, available supplies 
January 1, 4958, together with 1958 crop prospects, were such that the Secretaly 
found that allotment of the 1958 quotas for those areas was necessary to prevent 
disorderly marketing and to assure an equitable opportunity to all persons who 
market sugar. 





All 
the d 

Sin 
sugar 
excel 
limin 
revis 


Payn 
Pa 
comp 
paym 
ment! 
able 
Pu 
1957 
cane 


TABI 


mine 
and 


ially 
te to 
juota 
merg 

and 
ugar 
el of 


iS to 
ifter 
d to 
LY5S, 
onal 
e of 
s, to 
‘tive 
958, 


dis- 
ibli¢ 
‘tain 
stic 
eign 
ents 
ning 

by 
pout 
t 15 
the 


1839 


Allotment orders regulating the marketings of sugar within the quotas for 
the domestic beet and mainland cane sugar areas were in effect on June 30, 1958. 

Since total Puerto Rican sugar supplies in 1958 are less than the island’s 1958 
sugar quotas, if was not necessary to restrict marketings of Puerto Rican sugar, 
except for sugar shipped to the U.S. mainland for direct consumption. Pre- 
liminary allotments governing such sugar were established in January 1958, 
revised in April and in July. 


Payments to producers 

Payments are made to domestic producers of sugar beets and sugarcane who 
comply with certain requirements with respect to nonemployment of child labor, 
payment of fair and reasonable wages, proportionate shares (acreage allot- 
ments), and in the case of processor-producers, the payment of fair and reason- 
able prices for sugar beets or sugarcane purchased from other producers. 

Pursuant to title III of the Sugar Act of 1948, conditional payments on the 
1957 crops totaling $67,558,223 were made to about 66,359 sugar beet and sugar- 
cane producers in 24 States, Hawaii, Puerto Rico, and the Virgin Islands (table I). 


TaBLE I.—Payments under the Sugar Act of 1948 and number of payees, in the 
é : JM t “ Thy ; 
domestic sugar producing areas, crop years 1956-67 } 





Domestic | Mainland Puerto Virgin 
Payment and payee | beet sugar | cane sugar| Hawaii Rico ? Islands Total 
| area area 
Payments on sugar beets or 
sugarcane: 
1956._- cae $30, 647,676 | $7, 345,000 |$10, 179, 146 |$13, 667, 184 | $167,141 | $62, 006, 147 
1957... 35, 971, 235 7, 153, 140 | 10, 052, 121 | 13, 020, 000 193, 311 66, 389, 807 
Abandonment and deficiency | | 
payments: 
1956... “ Raabe ose} 633, 324 j--- niet 1, 016, 476 eae 1, 649, 800 
1957... _ 560, 305 108, 111 500, 000 1, 168, 416 
Total payments: 
1956... 4 eau .---| 31,281,000 | 7,345,000 | 10,179,146 | 14, 683, 660 167, 141 63, 655, 947 
1957... ogee eae ....| 36, 531, 540 : | 10, 052, 121 | 13, 520, 000 | 193, 311 67, 558, 22 


Number of payees: 
1956... — 


38, 403 7, 1, 057 17, 913 339 64, 913 








ee Rares Seat 39, 325 " 66: 1, 046 19, 000 324 66, 359 


1 Preliminary. 
? 1956-57 and 1957-58 crops. 


Excise and import tares 


The act, through an amendment to the Internal Revenue Code, imposes a tax 
of 50 cents per hundred pounds of sugar, raw value, on all beet or cane sugar 
processed in or imported into the continental United States for direct consump- 
tion. The excise tax on sugar, under Public Law 545, was extended to June 30, 
961. 





1840 


The following table shows taxes collected compared with obligations under 
the sugar program: 


Sugar tax collections 
Fiscal year i | Total 
| obligations 


Excise tax Import tax | Total 















1938... $30, 569, 130 $2, 680, 298 $33, 249, 428 $22, ORO, 599 
1939 65, 414, 058 3, 494, 627 | 68, GOR, 685 | 52, 460, 654 
1940 68, 145, 358 5, 45, 207 73, 601, 565 47, 212, 40 
1941 ee é : 74, 834, 839 | 4, 859, 780 79, 694, 599 47, 677, 678 
1942 : ; 68, 229, 803 | 4, O88, 963 | 72, 318, 766 47, 869, 513 
1943 ; : sae : 53, 551, 777 | 3, 520, 054 | 57,071,841 | 55, 638, 374 
1944 s ie 68, 788, 910 | 5, 097, 940 | 73, 886, 850 54, 818, 028 
1945 ; Solace Js : 73, 293, 966 | 3, 552, 414 76, 846, 380 | 52, 361, 150 
1946 z 56, 731, 986 | ‘ 592 | 59, 963, 578 | 48, 418, 425 
1947 i : iiindens cli deci ick 59, 151, 922 | A, 447 | i. . 369 | 53, 343, 569 
1948 Be : 71, 246, 834 | 3, 284, 502 | , 336 | 54, 796, 514 
1949 = Scr ates tn te Pee eS 76, 174, 356 | 4, 698, 867 | 3, 223 | 71, 880, 810 
1950 BE k 71, 188, 029 4,091, 155 75, 279, 184 | 59, 935, 494 
eee? ace aa 89, 191, 884 3. 613, 479 &3, 805, 363 63, 684, 105 
1952 meee ; ; 78, 473, 191 3, 121, 210 | 82,094, 401 | 69, 813, 29 
1953___. oie ees 78, 129, 880 5, 005, 9F9 | 83, 135, 819 | 64, 929, 566 
1954__. é 3 . wie 73, 885, 000 4, 498, 368 78, 383, 368 | 59, 636, 519 
1955.. ee ee 78, 512, 000 | 4,177,097 | 82, 689, 097 | 59, 600, 000 
1956___- RRS ; ccc 82,894,000 | 4, 806, 321 | 87, 700, 321 | 59, 600, 000 
1957 Et « k ; 86, 091. 000 4,305, 501 | 90, 396, 501 | 67, 600, 000 
” RE ees 85, 911, 000 4, 500, 000 | 90, 411, 000 67, 662, 500 

Subtotal. _-- — ; 1,481, 408, 908 87, 199, 771 1, 549, 108, 474 1, 181, 013, 194 
1959 (estimate)... taka a am | 87, 500, 000 | 5 000, 000 9?, 500, 000 | 76, 000, 000 
1960 (estimate)_.._._....____-- Sei ea 88, 509, 000 5, 500, 000 94, 000, 000 71, 500, 000 

BI cetcnencebaen ; sin 1, 657, 408, 903 98, 199, 771 1, 755, 608, 674 1, 328, 513, 104 










Tax collections exceed total program 
for fiscal years 1938 through 1958. 


obligations in the amount of $388,095,480 


Fair wage and price determinations 

The Sugar Act requires that determinations of fair and reasonable wages and 
prices shall be made by the Secretary after holding public hearings and after 
appropriate investigations. Determinations of wages and prices are issued 
annually for the following domestic areas: Sugar beet, mainland cane (Louisi- 
ana and Florida) and the Virgin Islands. For Hawaii and Puerto Rico fair 
price determinations are issued annually but the wage determinations for these 
areas have been placed on a continuing basis (Hawaii in 1954 and Puerto Rico 
beginning in 1957). 

Under the wage determinations issued during the 1958 fiscal year, wage rates 
continued unchanged in all areas, except the Louisiana and the sugar beet area. 
In Louisiana hourly wage rates were increased by an average of 10 percent 
ranging from about 6 to 13 percent depending upon the class of work or opera- 
tion. A wage determination for Florida was being formulated at the close of 
the fiscal year. For beet States other than California, southern Oregon, and 
western Nevada, the number of wage districts was reduced from eight to three, 
necessitating adjustments in the piecework rates for certain operations in a few 
States or parts of States. For the majority of beet States, however, the piece 
work rates were not changed. In California and contiguous regions, an amend- 
ment to the 1957 crop determination established Imperial Valley, Calif., as a 
separate wage district and reduced its hourly wage rate 5 cents per hour. The 
1958 crop determination for this district continued the rates applicable to the 
1957 crop. 

Fair price determinations were issued for all domestic sugar-producing areas 
except the beet area for which the determination was under consideration at 
the end of the fiscal year. In Louisiana, Florida, and Puerto Rico minor revi- 
sions were made, such as changes in raw sugar pricing periods, specification of 
a 4-percent trash deduction for Florida. and changes in other items, none of 
which materially affected the basic sharing relationship between producers and 
processors. In Hawaii, the provisions of the 1957 crop determination were 
continued exeept for specification of alternative bases for the computation of 
overhead charges made by processors on services furnished to producers. 

In the Virgin Islands the producer’s share of raw sugar was decreased by 
approximately 10 percent- The basis for the molasses payment was changed 
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to give producers increased returns for this item; and selling and delivery 
expense deductions used in calculating the f.o.b. mill price of raw sugar were 
changed to recognize actual costs instead of a fixed rate for such deductions. 


Proportionate share determinations (acreage allotment) 


Proportionate shares for sugar beet and sugarcane farms are established for 
each crop since the marketing of sugar beets or sugarcane within such shares 
constitutes one of the conditions for payment. Restrictive proportionate shares 
are required in any area when the indicated sugar production is greater than 
the quantity needed to fill the quota and provide a normal carryover inventory 
for such area. 

In recognition of the level of supplies and prospective production of sugar in 
the mainland cane area, a determination was issued on October 8, 1957, con- 
tinuing restrictive proportionate shares on the 1958 crop. The total of 1958 crop 
proportionate shares was established at approximately the same level as that 
effective for the 1957 crop. 

A determination issued September 9, 1957, provided procedure for granting 
“prevented acreage” credits with respect to the 1955 and subsequent sugar beet 
crops. Such credits would be available for recognition in the establishment of 
farm proportionate shares for sugar beet producers in any local producing area 
where production was adversely, seriously, and generally affected by drought, 
flood, storm, freeze, disease, insects, or other similar abnormal and uncontrollable 
conditions. 

In a determination issued October 8, 1957, restrictive proportionate shares 
were continued for the 1958 crop in the domestic beet sugar area. The national 
acreage limitation was set at 915,000 acres, compared with a final allotment of 
950,000 acres for 1957 and 850,000 for each of the 1955 and 1956 crops. An 
amendment to the determination issued June 10, 1958, increased this national 
allotment for 1958 sugar beets to 935,000 acres. Acreage was increased primarily 
because of quota changes plus abnormally high abandonment of planted sugar 
beet acreage in California. Responsibility was assigned to ASC State com- 
mittees for the establishment of individual farm proportionate shares within 
State acreage allocations. 

A determination issued October 11, 1957, established 1957-58 crop propor- 
tionate shares for sugarcane farms in Puerto Rico at the level of actual market- 
ings, hecause the island’s indicated sugar supplies appeared inadequate to fill 
its marketing quotas and provide a normal carryover. It is the second straight 
year of nonrestrictive farm marketings for the area. 

The proportionate share determination for the Virgin Islands was placed on a 
continuing basis in July 1954. This determination established proportionate 
shares for each farm in the area at the actual level of production. 

The determination issued in June 1955, applicable to the 1955 and subsequent 
crops, established proportionate shares for farms in Hawaii at the actual level 
of production. However, the proportionate share for the farm of any processor- 
producer is conditioned upon the maintenance of the existing relationship be- 
tween the acreage of sugarcane cultivated by the processor-producer and the 
acreage cultivated by independent growers. 


Studies, surveys, and reports 


At the end of the fiscal year 1958 a report was nearing completion of studies 
conducted in the previous fiscal year of costs, returns, profits, investment and 
nan-hour requirements associated with the production of sugarbeets and with 
the processing of beet sugar. Fieldwork was completed during the fiscal year 
for the study of costs of sugarcane production and raw cane sugar processing by 
grower-processors during the years 1955-57 and of the production of sugarcane 
by independent producers during 1957 in Hawaii. 

During the fiscal year, investigations dealing with technological problems 
of wage and price determinations and compliance therewith were conducted 
in all domestic producing areas, prior to public hearings in such areas. 

“Sugar Statistics and Data Compiled in the Administration of the U.S. Sugar 
Acts” (vol. 1 of Sugar Statistics Revised), was issued in July 1957. Also, the 
annual supplement to “Agricultural, Manufacturing, and Income Statistics 
for the Domestic Sugar Areas” (vol. 2 of Sugar Statistics), was published 
in the December 1957 issue of Sugar Reports. 

Regulations were issued October 11, 1957, defining raw and direct-consumption 
sugar. The definitions, authorized by the 1956 Sugar Act amendment, provide 
the basis for finally identifying for quota classification purposes sugar or liquid 





sugar brought into the continental United States. In addition to specific proc- 
essing requirements described in the regulation, provision is made for dis- 
tinguishing raw from direct-consumption sugar on the basis of sugar content 
and in the case of liquid sugar an additional quality factor, ash content. The 
sugar content dividing line has been established at 99 percent and ash content 
(in the case of liquid sugar) at 0.20 percent. The new regulation became 
effective January 1, 1958. 

Sugar Reports, the monthly publication of the Sugar Division, was issued 
throughout the 1958 fiscal year. This publication contains the latest data 
available on the domestic movement, supply and price situation, analyses of 
the world and domestic market situation and analysis of special current prob- 
lems of interest to domestic producers and consumers. 


International Sugar Agreement 


The world sugar market reversed itself during the 1958 fiscal year. During 
the previous year the world price rose from a low of 3.22 cents per pound to 
a high of 6.85 on April 22, 1957. The price on July 1, 1957, was 6.15, declined 
to 3.63 on November 15, and continued downward to 3.39 on June 16, 1958. This 
experience led to discussion at the meetings of the International Sugar Council 
as to the sufficiency of the International Sugar Agreement as a means of dealing 
with violent fluctuations in the world market. The agreement, drafted during 
a period of low prices and burdensome supplies, suddenly and unexpectedly 
was called on to cope with a serious shortage and high prices. 

Three sessions of the Council were held during the 1958 fiscal year. A meeting 
on July 2 and 38, 1957, dealt primarily with methods of restoring quotas that 
had automatically become inoperative under the terms of the agreement on 
January 25, 1957, because on that date the prevailing price had exceeded 4 cents 
for 17 marketing days. The second or annual meeting (held Nov. 28 and 29 
after the prevailing price had falien below 3.90 cents and quotas again became 
operative on Nov. 19) was devoted to the establishment of quotas, election of 
officers, and other administrative actions pertaining to operation of the agree- 
ment during the calendar year 1958. The third meeting, April 22 and 23, 1958, 
was held primarily to consider the report of a committee of experts which had 
been assigned to study the past operations of the agreement and make sug- 
gestions for changes to be considered in negotiating a new agreement at a 
conference to be held in Geneva beginning September 17, 1958. 

Through July 31, 1958, a total of 23 nations have signed the agreement. Four 
others, the Federal Republic of Germany, Greece, Lebanon, and Nicaragua, have 
declared their intentions but have delayed signing because of legislative diffi- 
culties. Only four nations, Ireland, Israel, Spain, and Cambodia, have notified 
the Council that they do not wish to sign. The' United States deposited its 
instrument of ratification of the amended agreement on September 25, 1957. 

Present indications are that the most important matter to come before the 
renegotiating Conference will concern means of providing importing countries with 
greater protection against high prices through more adequate stocks. Also, a 
special effort will be made to get new countries to join in the agreement and 
thus bring about a greater degree of price stability. There seems to be general 
agreement that the International Sugar Agreement has brought a worthwhile 
degree of stability to the world market. 

Representatives of the United States have attended all Council meetings and 
are members of all standing committees and special committees or working 
groups. Also, data relating to production, supplies, and imports of the United 
States were furnished to the Council monthly throughout the year. 

Program administration 

The sugar program is administered in the counties by elected county and 
community committeemen and in the States by State agricultural stabilization 
and conservation committees composed of resident farmers appointed by the 
Secretary. 

Administrative expense allocations to States are based on workload data for 
the previous year adjusted to reflect any contemplated changes in program 
operations. 

Workload data 


Tables II and III set forth the workload data in connection with the 1958 
crop (fiscal year 1959). 
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,BLE I1].—Sugar Act program (beet)—Estimated workload data for the 1958 crop 




















Number of | Number of | Estimated 
State | counties farms planted 
| acreage 
a - — —— 
Tilinois-.. sop estab eseusalinins ai pes ccalebeiesitcaendidxtliata 5 119 i? — 
Indiana... pe emcee raw d eines a en 1 | 2 
Jowa-.- . Cpidunai abn dwmtomee et ee | 4 23 1,300 
Michigan. ee eee Se ort eae ear ae 27 | 3, 449 76, 500 
Ohio-- Diads skupeawns pee EASE ee ee > ES | 19 1, 164 22; 500 
ND cee ete a ee ain eine tae 21 | 541 | 9, 000 
MR BO eo 5c ci Conk kee be snatch oandedeal 77 | 5, 298 “1M, , 275 
coe i ee a ree Oe kale ores cs 5 Siem aes 31 2, 200 210, 000 
Colorado---.--. suacees citsirahap ae id eee ; o-| 25 4, 047 144, 000 
Kansas. ...-- eceteince eave ateaets eilatieiodersiscatboes oo cl 9 101 8, 600 
Nevada....-. omens se miedeome ndacsies te eae val aisaia ca | 1 20 500 
New Mexico ma pda Cumiacatlnen Saran ene pica taenlc node 1 16 77 
Texas_. ficcapaiesoenl edie bas ee a ie acl ear 5 40 1, 800 
Utah. ... cape an ion wonkcemcleaes ee hok ie cen eae 14 2, 050 33, 900 
DOMGRWONG GIS soe cc rocns uaeeskanedaonencemncheeel 86 | 8, 474 399, 570 
Bs cov dinctongy tnactowsessubnaabansesnseurenuydangkawwmeal 24 3, 885 | "88, 000 
Minnesota... - -. ae cree arcade Ee Oe aa ae al 25 970 73, 400 
PT 4.5 usecsntdeshanesacae einbeup ow oncse nee heacucant 20 1, 341 56, 300 
Nebraska... chee Rimes mmp : eis in Capnie eel aie | 21 1, 650 64, 500 
North Dakota... --- a Se ee iccanieaananil eel & 586 | 38, 300 
Oregon. - - - Se euGint bbe Lia's six vide’ alate eects ae 3 522 19, 400 
South Dakota... --.-- PE ERT Se OER OF Pe a | 5 122 5, 900 
NN ad aneeee ve Ada ude | 8 1, 132 34, 500 
MINE con aaa nals ayemeeiedaais enepenntnidinn dae 11 | 950 38, 200 
DIRE ON GEOR ook cis otc n de nsdoncsvnccsphaimsednnues 125 11, 158 iP __ 418, 500 
OIL ELM weeseeeeeoeeeeee| 288 | 24,990 | "920, 345 


Taste III.—Sugar Act program (cane) estimated workload data for the 1958 crop 





| Number of | Number of | Plantation | Number of | Estimated | Estimated 

















State or area counties | mill areas | mill dis- farms planted | harvested 

| tricts acreage! | acreage 

| | } j } 
————— = apes = — — pS _— — aa | 
ce 
a ea | hice ein eee mabeba atin 24 | 0 0 LW Shine 
RN | Te ee re esas | 3, 345 | Si ONO. .conseannta 
POIRIER ee | 6 Fe 222505255. TT O00 ead tas 370, 000 
ED oe oe aes k iGewacwuand Be es 27 OO hiss oceeuee ke | 108, 000 
We CHOI. oo occ icecnsadn acceetusccha f Oae rere cs | WR a cukcccuess 4, 950 

Total_.. sed 23 27 | 27 22,183 | 286, 000 | 482, 950 





1 Not available for Puerto Rico, Hawaii, and the Virgin Islands. 


Mr. Marswauy. Do you have any further statements you wish to 
make on this? 

Mr. Bracu. The main point with respect to this particular esti- 
mate, sir, is the decrease of $414 million from the last year’s appro- 
priation level, $4,561,000 in payments, offset by a regentad increase 
of $61,000 for this appropriation’s share of ‘the county office pay 
raise of 10 percent. The appropriation of $71,500,000 will require a 
deferral of $14,431,112 of the Puerto Rican payments to the next 
fiscal year, which is perfectly all right, as near as we can estimate 
the amount of those payments. 


COLLECTION OF TAXES 


Mr. Marswatu. I wonder if you could place in the record at this 
point the total collection of taxes since the start of the program? 
Mr. Bracn. Yes, sir, we'll be glad to do so. 
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(The material referred to follows :) 


Sugar tax collections compared with obligations under the sugar program 


Sugar tax collections 
Fiscal year Total obliga. 


tions 


Excise tax Import tax Total 


$30, 569, 130 | 
65, 414, 058 | 
68, 145, 358 | 
74, 834, 839 
68, 229, 803 
53, 551, 777 
68, 788, 910 | 
73. 293. 966 
56, 731, 986 | 
59, 151, 922 | 
71, 246, 834 | 
76, 174, 356 | 
71, 188, 029 
80, 191, S84 
78, 473, 191 
78, 129, 860 | 
73, 885, 000 | 
78, 512, 000 
82, 894, 000 
86, 091, 000 
85, 911, 000 


i) 


680,298 | $33, 249, 428 | 22, 080, 599 
494, 627 68, 908, 685 460, 654 
456, 207 73, 601, 565 | 47, 212, 4 
859, 760 694, 599 | 7, 677, 678 
088, 963 2, 318, 766 47, 869, 513 
520, 064 57, 071, 841 55, 638, 374 
097, 940 3, 886, 850 54, 818, 025 
552, 414 | 76, 846, 380 52, 361, 158 
231, 592 | 59, 963, 578 48, 418, 45 
115, 447 }4, 267. 369 | 53, 343, 569 
284, 502 , 531, 336 | 5A, 796, 514 
698, 867 | , 873, 22% , 880, 810 
091, 155 | 279, 184 59, 935, 44 
613, 479 3, 805, 363 33, 684, 105 
621, 210 2,094, 401 | 19, 813, 289 
3, 135, 819 4, 929, 566 

, 383, 368 59, 630, 519 

, 097 | 82, 689, 097 59, 600, 000 
), 321 87, 700, 321 59, 600, 000 
5, 501 90, 396, 501 17, 600, 000 
, 000 90, 411, 000 57, 662, 500 
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1, 481, 408, 903 , 699, 771 1, 569, 108, 67 1, 181, 013, 1% 


Mr. Marswary. Did you have any further information you would 
like to place in the record ? 


PERTINENT FACTORS OF THE ESTIMATE 


Mr. Bracnu. The total tax collections, in total, have exceeded the 
obligations under this program by approximately $388 million since 
the start. The pertinent factors of the estimates for this program 
are as follows: 

Sucar Act PROGRAM 


I. Analysis of sugar program expenses 


| 1959 estimate | 1960 estimate Difference 
Payments to producers 
(a) Continental beet area_- Re eee A re 782, 475 $36, 727, 750 — $54, 725 
(b) Continental cane area if w ce , 238, 560 | 8, 969, 400 +730, 840 
(c) Offshore cane area._.......-___- 7 es ..| 28,742,539 | 23,505,424 | —85, 237,115 


Total program ae ee 3, 763,574 | 69,202,574 | —4, 561, 000 
Operating expenses. --. : Ss 2, 236, 426 2, 297, 426 1 +61, 00 


Total appropriation | 76,000,000 | 71, 500, 000 —4, 500, 000 


1 Increased pay costs for county committee employees. 


The 1958 sugar crop production is estimated at 4,811,000 short tons, raw value, 
and payments based on recent 5-year average rates will total $68,419,655 for 
fiscal year 1959. In addition, $13,006,390 is needed to complete payments oD 
the 1957-58 Puerto Rican crop, and $1,279,000 on 1957 beet payments necessarily 
deferred until fiscal year 1959, making a total of $82,705,045 required for pay- 
ments during the fiscal year 1959. The difference of $8,959,821 for Puerto Rican 
crop payments will be deferred until fiscal year 1960. 

Payments Based on estimated sugar production of 5,340,000 short tons for the 
1959 crop (fiscal year 1960) are $74,654,865 to which should be added $8,959,821 
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needed to complete 1958-59 Puerto Rico crop payments, making a total of 
$83,614,686 required for payments during the fiscal year 1960. 

The difference of $14,481,112 between requirements and the 1960 estimate for 
payments of $69,183,574 will be applicable to 1959-60 Puerto Rico crop which 
will be deferred until 1961. 


IT. Estimated workload data for the 1959 crop 





Number 
of farms 
ee Ti ROW ia is i crictvakn Ad Ra aaa ae pr hl eet Bis Neil ote ee = 26, 000 
SRR TOR OD \ GROG 2 siditins weaned nena pee Asmat anaes e ceeds 22, 350 
BOREL gia) heen Rn anccate ee nea oe eee 48, 350 
III. Operating expenses 
| Increase (+) 
Item Actual, Estimate, Estimate, or decrease 
1958 1959 1960 (—), 1960 
over 1959 
nT NEE. NUNIT = ne on oo oa ete $1, 397, 110 $1, 487, 028 ee df eee . 
County ab 6 gh ie ooo eee Oe eke noe 742, 417 749, 398 810, 398 +$61. 000 
UCT een ee Cee 2,139,527 | 2,236,426 | 2, 207, 426 +61, 000 


Increase of $61,000 is to bring the salaries of ASC county committee employees 
more nearly in line with present salary scales for Federal employees in local areas 
performing comparable work. The amount of $61,000 represents the propor- 
tionate share of a 10-percent salary increase to be paid from the Sugar Act fund. 


IV. Payments to sugar producers 

Payments are made (a) to domestic producers of cane and beets who meet 
specified conditions of employment, production, and price; and (b) for abandon- 
ment of planted acreage and crop deficiencies on harvested acreages due to 
natural calamities. 

Estimates of production are arrived at by using production trends and utilizing 
the AMS crop report forecast of production. Payments are estimated by using 
the average price per ton of sugar based on rate of payment per ton for the most 
recent 5-year period for which data is available. 

Conditional payments on the 1958 crop totaling about $68,438,005 will be made 
to approximately 68,275 sugar beet and sugar cane producers in 24 States and in 
Hawaii, Puerto Rico, and the Virgin Islands. 


V. Production 











Area | 1957 crop 1958 crop ! 1959 crop ! 
Continental sugar beet area._............---.-.-------- tons..| 2, 213, 000 2, 175, 000 | 2, 250, 000 
Continental sugarcane area..............---..-------- -do...- 535, 000 | 620. 000 | 675, 000 
Hawaii Gone deunaaenadkaaeiaasaiabews areca ig 1, 085, 000 | 785, 000 | 1, 050, 000 
RN SE she Set at daan casa conecupeaeenn 934,000 | —-1, 225, 000 | 1, 350, 000 
ME SEMMAS. oak oo aiics oa kodbacontececets cldae a 15, 100 | 6, 000 | 15, 000 
ooo St dubgesiennwadennuh sence ieee lacs 4,782,100 | 4,811,000 | 5, 340, 000 


+ aidliich adaeceredi. | $67, 558, 223 | 
Sendak ianiinaces Senta $14. 12 | 


Estimated payments.......-......- 
Payment per ton 





Estimated. 


IMPORTS FROM CUBA 


$68, 419,655 | $74, 654, 865 


$14. 22 $13. 98 


Mr. SanTance.o. Do we get much sugar from Cuba # 


Mr. McLain. Yes, sir. 


Mr, Sanranceto. How much sugar do we get from Cuba? 
Mr. Beacu. Cuba is the main source of the import of sugar other 
than what we produce. As I recall, we import about 30 percent of 


our supply from Cuba. 





1846 


Mr. SAnranGewo. Is there any reason, in view of the Cuban situa- 
tion, why the sugar producers cannot produce more? Do you think 
that the producers of sugar of Cuba are going to export to us in View 
of that situation ? 

Mr. McLarty. Their shipments are coming through, since the revo- 
lution is over down there, and the mills have opened. Of course, the 
market price in this country is down considerably from what it was, 
The indication that we have had is that there is no problem in this area, 

The Agriculture Committee—you see, the act was going to expire, 
and they felt that it would be better if we delayed action on it. We 
asked that it be renewed at this session of Congress, because the sugar 
industry, the producer part of it, particularly, wanted it done. Mem. 
bers of the Aaeisaltnns Committee suggested that we delay for a 
while until we saw how this thing came out down there, before we 
went ahead, because this involved setting quotas, and so forth. We 
concurred that it would be better to wait until later in the session. 

Mr. Santancevo, During this last few months since the overthrow 
of Batista, have we had much import from Cuba of sugar ? 

Mr. McLarn. This is one thing that was preserved pretty well, 
without much damage, because those going out realized that they 
needed the revenues, and those that were coming in realized that if 
they took over they wanted the revenues. Therefore, there wasn’t 
much interruption. 

Mr. SAnTANGELO. There wasn’t much interruption ? 

Mr. McLarn. Just a delay, of course. 


CoMMODITY CrepIt CoRPORATION 


ProcraMm Data 


Mr. MarsHau. We come next to the Commodity Credit Corpora- 
tion. Inthat connection we will insert in the record pages 403 through 
410 of the justifications. The information on these pages give a very 
good description of the work of that agency. 

(The pages are as follows:) 


CoMMODITY CREDIT CORPORATION 


PURPOSE STATEMENT 

Purpose 

The Commodity Credit Corporation engages in buying, selling, lending, and 
other activities with respect to agricultural commodities, their products, food, 
feeds, and fibers, and for the purpose of stabilizing, supporting, and protecting 
farm income and prices; assisting in the maintenance of balanced and adequate 
supplies of such commodities; and facilitating their orderly distribution. The 
Corporation also makes available materials and facilities required in connection 
with the production and marketing of such commodities. 
Origin 

The Commodity Credit Corporation was organized October 17, 1933, under the 
laws of the State of Delaware, as an agency of the United States. From October 
17, 1933, to July 1, 1939, the Corporation was managed and operated in close 
affiliation with the Reconstruction Finance Corporation. On July 1, 1939 it 
was transferred to the Department of Agriculture by the President’s Reorganiza- 
tion Plan I. Under the Commodity Credit Corporation Charter Act of June 29, 
1948 (Public Law 806, 80th Cong.), effective July 1, 1948, it was established as an 
agency and instrumentality of the United States under a permanent Federal 
charter. The charter was amended by Public Law 85, 81st Congress, approved 
June 7, 1949. 
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Management 

The Corporation is managed by a Board of Directors, subject to the general 
supervision and direction of the Secretary of Agriculture, who is, ex officio, a 
Director, and Chairman of the Board. The Board consists of the Secretary of 
Agriculture and six other members appointed by the President and confirmed 
by the Senate. In addition, the Corporation has a bipartisan Advisory Board 
of five members appointed by the President to survey the general policies of the 
Corporation and advise the Secretary with respect thereto. a 

The Corporation may, with the consent of the agency concerned, utilize facili- 
ties of any other agency of the Federal Government. The Corporation, under 
this authority, makes extensive use of the personnel and facilities of the Com- 
modity Stabilization Service and the agricultural stabilization and conservation 
State and county committees in carrying out Corporation activities. In its 
commodity storage operations the Corporation utilizes the services and fleet 
facilities of the Maritime Administration, and in its barter and stockpiling 
operations those of the General Services Administration. 

The Corporation also utilizes to the fullest extent practicable the usual and 
eustomary channels, facilities, and arrangements of trade and commerce in the 
conduct of its business. In its lending activities the Corporation uses local 
banks, cooperatives, and other financial institutions. Commercial storage fa- 
cilities are used to a great extent in the storage of loan collateral and in the 
storage of stocks acquired by the Corporation. 


Operations 


The budget is based on the following types of programs: (1) price support, (2) 
commodity export, (3) storage facilities, (4) supply and foreign purchase, (5) 
special milk program, and (6) special activities. 

1. Price-support program.—Price-support operations are carried out under 
the Corporation's charter powers (15 U.S.C. 714), in conformity with the Agrieul- 
tural Act of 1949 (7 U.S.C. 1421), the Agricultural Act of 1954 (7 U.S.C. 1741) 
which includes the National Wool Act of 1954, the Agricultural Act of 1956 (7 
U.S.C. 1442) the Agricultural Act of 1958, and with respect to certain types of 
tobacco, in conformity with the act of July 28, 1945, as amended (7 U.S.C. 1312). 
Under the Agricultural Act of 1949, price support is mandatory for six basic 
commodities—corn, cotton, wheat, rice, peanuts, and tobaceo—and specific non- 
basic commodities, namely, tung nuts, honey, milk, butterfat, and the products of 
milk and butterfat. Under the Agricultural Act of 1958, as producers of corn 
voted in favor of the new price-support program for corn authorized by that 
act, price support is mandatory for barley, oats, rye, and grain sorghums. 
Price support for wool and mohair is mandatory under the National Wool Act of 
1954 through the marketing year ending March 31, 1962. Price support for other 
nonbasic agricultural commodities is discretionary except that whenever the price 
of either cottonseed or soybeans is supported, the price of the other must be sup- 
ported at such level as the Secretary determines will cause them to compete on 
equal terms on the market. This program may also include operations to remove 
and dispose of or aid in the removal or disposition of surplus agricultural com- 
modities for the purpose of stabilizing prices at levels not in excess of per- 
missible price-support levels. 

Price support is made available through loans, purchase agreements, purchases, 
and other operations, and, in the case of wool and mohair, through incentive pay- 
ments based on marketings. The producer’s commodities serve as collateral for 
price-support loans. With limited exceptions, price-support loans are non- 
recourse and the Corporation looks only to the pledged or mortgaged collateral 
for satisfaction of the loan. Purchase agreements generally are available dur- 
ing the same period that loans are available. By signing a purchase agreement, 
a producer receives an option to sell to the Corporation any .quantity of the 
commodity which he may elect within the maximum specified in the agreement. 

Disposition of commodities acquired by the Corporation in its price-support 
operations is made in compliance with sections 202, 407, and 416 of the Agri- 
cultural Act of 1949, and other applicable legislation, particularly the Agricul- 
tural Trade Development and Assistance Act of 1954 (7 U.S.C. 1691), title I 
of the Agricultural Act of 1954 (7. U.S.C. 1741), title II of the Agricultural Act 
of 1956, the Agricultural Act of 1958, and the act of August 19, 1958, in the case 
of cornmeal and wheat flour. Reimbursement for strategic and critical mate- 
rials acquired in the Corporation’s barter activities which are transferred under 
title II of the 1956 act to the supplemental stockpile is obtained by appropria- 
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tions authorized by that act. This is described in the estimates under the head- 
ing “Special activities.” To the extent that price-support commodities are dis- 
posed of for foreign currencies, the furnishing of such commodities for various 
purposes, and similar operations, such disposals for accounting purposes are 
treated as price-support program disposals. 

As a means of increasing the utilization of dairy products, section 202 of the 
Agricultural Act of 1949, as amended, authorized a special program to operate 
through December 31, 1961, under which the Corporation is donating butter, 
cheese, and dried milk to Veterans’ Administration and the armed services upon 
certification by them that the usual quantities of dairy products have been 
purchased in the normal channels of trade. The Corporation is also reim- 
bursing these agencies at the rate of $4.10 per hundredweight for purchases of 
fluid milk made in addition to their usual purchases. 

Section 407 of the Agricultural Act of 1949 authorized the Corporation to make 
available farm products for use in distress areas and in connection with any 
major disaster determined by the President to warrant assistance under Public 
Law 875. Under this authority the Corporation has donated stocks of corn, 
oats, barley, and grain sorphums in a manner which enabled stockmen and 
farmers in drought-stricken areas to buy livestick feed at reduced prices. 

2. Commodity export program.—The Corporation promotes the export of agri- 
eultural commodities and products through sales, barters, payments and other 
operations. Such commodities and products may be those held in private trade 
channels as well as those in CCC inventory. This program is carried out under 
the authority contained in the Corporation’s charter, particularly sections 5(d) 
and 5(f), and in accordance with specific statutes where applicable, such as 
sections 407 and 416 of the Agricultural Act of 1949, as amended, the Inter- 
nation Wheat Agreement Act of 1949 (7 U.S.C. 1641), the Agricultural Trade 
Development and Assistance Act of 1954. title I of the Agricultural Act of 1954, 
and title II of the Agricultural Act of 1956. In general, transactions involving 
foreign currencies are conducted pursuant to the Agricultural Trade Develop- 
ment and Assistance Act of 1950. However, other such transactions may be 
conducted under the charter authority. 

Current obligations under the International Wheat Agreement and title I of 
the Agricultural Trade Development and Assistance Act of 1954 are paid by 
the Corporation subject to reimbursement from appropriations authorized for 
such purpose: 

Currently, in addition to exports under the International Wheat Agreement, 
CCC wheat. is available for export trade under barter programs of CCC at 
competitive world prices and is also made available to exporters in payment of 
the price differential between the prevailing world export sales price and the 
domestic market price which is earned on exports of free market wheat outside 
the International Wheat Agreement and under this agreement. Cash payments 
are made on all exports of wheat flour either under the IWA or outside the 
agreement. 

In order to encourage movement of cotton, corn, barley, grain sorghums, oats, 
rye, and rice from free market supplies into export channels, export payments 
are made in the form of these commodities from the Corporation’s stocks. 

Cotton held in the Corporation’s inventory is also sold for export on a competi- 
tive world price basis. The Corporation also conducts a cotton products export 
program designed to protect the competitive position of the domestic cotton 
industry in relation to sales of cotton products manufactured abroad from 
American cotton purchased at export prices. Equalization payments, based on 
the raw cotton content in the products exported, are made to exporters on 
cotton products of upland cotton grown and wholly processed in the United 
States. 

The Corporation also furnishes agricultural commodities and products for dis- 
tribution or exhibition at international trade fairs to aid in the development of 
foreign markets for such commodities. 


3. Storage facilities program.—This program is carried out under the au-° 


thority contained in the Corporation’s charter, particularly secetion 4(h), 4(m), 
and 5 (a) and (b). The Corporation (a) purchases and maintains (in storage 
deficient areas) granaries and equipment for care and storage of grain owned 
or controlled by the Corporation; (b) makes loans for the construction OF 
expansion of farm storage facilities; (c) provides storage-use guarantees to 
encourage the construction of commercial storage facilities; and (d) under- 
takes other operations necessary to provide storage adequate to carry out the 
Corporation’s programs. 
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4. Supply and foreign purchase program.—This program is carried out under 
the authority contained in the Corporation’s charter, particularly sections 5 (b) 
and (c) thereof. The Corporation procures foods, agricultural commodities, 
their products, and related materials to supply the requirements of Government 
agencies, foreign governments, and relief and rehabilitation agencies and to 
meet domestic requirements. Foods, agricultural commodities, and their prod- 
ucts are procured or aid is given in their procurement to facilitate distribution or 
to meet anticipated requirements during periods of short supply. The Corpora- 
tion may also, through purchases, loans, or other means, make available ma- 
terials and facilities required in connection with the production and marketing 
of acricultural commodities. 

Operations involving procurement for other Government agencies - con- 
ducted in accordance with section 4 of the act of July 16, 1943 (15 U.S.C, 713a-9), 
which requires that the Corporation be fully reimbursed for services a ae! 
losses sustained, operating costs incurred, or commodities purchased or delivered 
to or on behalf of any other Government agency from the appropriate funds of 
such agency. Operations not subject to section 4 of such act may involve losses 
if such are necessary to the accomplishment of the objects of the particular 
operation. 

5. Special milk program.—Public Law 85-478, approved July 1, 1958 (72 Stat. 
976), authorized the use of not to exceed $75 million annually through June 30, 
1961, of CCC funds to increase the consumption of fluid milk by children in 
nonprofit schools of high-school grade and under and in nonprofit nursery 
schools, child-care centers, settlement houses, summer camps, and similar non- 
profit institutions devoted to the care and training of children. The act further 
provides that amounts spent shall not be considered expended for the purpose 
of carrying out the price-support program. 

6. Special activities —These are carried out under authority of section 5(g) 
of the Corporation’s charter and specific statutory authorizations or directives 
with respect thereto which are currently in effect or which may be subsequently 
enacted. 

Current obligations for these activities are paid by the Corporation and except 
with respect to activities set forth in the following items (11) and (12) (where 
losses, if any, would be recovered through the general restoration of capital 
impairment), the Corporation receives reimbursement for costs of these activi- 
ties through specific appropriations. Details with respect to these reimburse- 
ments may be found under the headings, “Reimbursement to CCC for costs of 
special activities,” “Reimbursement to CCC, National Wool Act,” the Agricul- 
tural Conservation Program Service, and the soil bank program. 

Activities currently being carried out are as follows: (1) International Wheat 
Agreement (7 U.S.C. 1641-1642) ; (2) emergency famine relief to friendly peoples 
(7 U.S.C. 1708, 1721-1724): (3) sales of surplus agricultural commodities for 
foreign currencies (7 U.S.C. 1701-1709) ; (4) transfer of CCC grain to Interior 
for migratory waterfowl feed (7 U.S.C. 442-446); (5) transfers of bartered 
materials to supplemental stockpile (7 U.S.C. 1856); (6) animal disease eradi- 
cation activities: (7) grading and classing activities (7 U.S.C. 414a); (8) soil 
bank program (7 U.S.C. 1808); (9) National Wool Act (7 U.S.C. 1781-1787) ; 
(10) loans to Secretary of Agriculture for conservation colette (7 U.S.C. 

1391); (11) military housing (Public Law 161, 84th Cong.) (5 U.S.C. 1712-1) ; 
and (12) transfer of long-staple cotton from national stockpile for sale by CCC 
(71 Stat. 290). 

Financing 

The programs of the Commodity Credit Corporation are financed by capital 
stock, borrowings, guarantees to purchase notes or other Obligations evidencing 
loans made by lending agencies, appropriations for restoration of cap‘tal impair- 
hhent, appropriations to reimburse the Corporation for costs of special activities, 
and receipts from operations. 

The Corporation has an authorized capital stock of $100 million held by the 
United States, and authority to borrow up to $14,500 million. 

Funds are borrowed from the Treasury and may also be borrowed from private 
lending agencies when the Corporation desires to utilize such agencies in carry- 
ing out a particular program or financing operation. All bonds, notes, deben- 
ke and similar obligations issued by the Corporation are subject to approval 
by the Secrets ary of the Treasury as required by the act of March 8, 19388 (15 
U.S.C. 718a-4). Interest on borrowings from the Treasury (and on capital 
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stock) is paid in accordance with a policy of the Treasury Department that the 
rate shall be based upon the average interest rate on all outstanding marketable 
obligations (of comparable maturity date) of the United States as of the pre. 
ceding month. In connection with loan guarantees, the Corporation reserves 
sufficient amount of its borrowing authority to purchase at any time all loans 
and other obligations evidencing loans made by lending agencies. 

Pursuant to the act of March 8, 1938, as amended (15 U.S.C. 713a—-1), an 
appraisal of the assets and liabilities of the Corporation is made each year by 
the Secretary of the Treasury to determine net worth. If the net worth is less 
than $100 million, the Secretary of the Treasury restores the amount of capital 
impairment; if net worth is more than $100 million the Corporation pays the 
surplus to the Treasury (15 U.S.C. 713a-2). The appraisal of assets is on the 
basis of cost to the Corporation. The capital impairment, therefore, represents 
realized losses. 

Receipts from operations include proceeds from sales of commodities, loan 
repayments, interest income, advances, reimbursements for special activities 
financed by the Corporation and miscellaneous income, refunds, and collections, 

On the basis of the assumptions used in the 1960 budget presentation, the 
estimated program requirements currently indicate a possible need for addi- 
tional borrowing authority late in 1960. However, there are so many uncon- 
trollable factors affecting the programs of the Corporation involving crops which 
have not even been planted, that estimates of the use of borrowing authority 
are highly tentative. Should subsequent program and financing activities de 
velop as indicated, it may be necessary to propose a supplemental appropriation 
in 1960, for restoration of the Corporation’s estimated capital impairment as 
of June 30, 1959. 


Appropriated, | Budget esti- 


1959 | mate, 1960 
i 


Restoration of capital impairment. iS $1, 760, 399, 886 $1, 535, 424, 413 
Administrative expense limitation 35, 398, 000 45, 300, 000 
Anticipated supplemental for 1959 to provide for (1) increased pay costs 

and (2) increased workload _-- 7 4, 669, 000 


BASIC ASSUMPTIONS 


The Corporation’s budget estimates for 1959 and 1960 are based on the gen- 
eral assumptions that— 

(a) employment, production, and national income will rise moderately 
both in 1959 and 1960 from the present level; 

(b) prices will change little, on the average, from the present level; 

(c) developments in international relations will not be such as to affect 
Government civilian programs generally ; 

(d) exports of agricultural products generally will be at about the same 
level as during 1958; 

(e) acreage allotments and marketing quotas will be in effect for the 1959 
crops of peanuts, rice, wheat, cotton, and certain kinds of tobacco; 

(f) since corn producers have voted to discontinue corn acreage allot- 
ments the support rate will be based on the average price received by farm- 
ers during the preceding 3 calendar years; 

(g) half of the cotton producers will elect to retain their regular acre 
age allotments and obtain higher price support and the other half will elect 
to increase their acreage allotment and receive lower price support; 

(h) yields for the 1959 field crops will equal the average yield of the 
past 3 years; 

(i) the percentage of estimated production of the 1959 field crops placed 
under price support will equal the average percentage of the production of 
the 1955 through 1957 crops actually placed under price support. Wheat, 
corn, feed grains, rice, and cotton are exceptions to the latter assumption. 

The Corporation’s export program, providing for the sale of grains and cotton 
for export from free markets rather than from Commodity Cedit Coporation 
stocks, is expected to result in less of those commodities being placed under sup- 
port than would otherwise be the case. The estimates for those commodities 
as well as soybeans, beans, flaxseed, and extra long staple cotton represent the 
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current outlook with respect to the proportion of production to be placed under 
support. 

In considering these estimates, it should be recognized that it is difficult to 
estimate requirements for the fiscal year ending June 30, 1960. They are de- 
pendent upon weather conditions and all other factors affecting volume of pro- 
duction of crops not yet planted in this country and abroad, economic condi- 
tions generally, food needs in occupied areas and other foreign countries, avail- 
ability of dollar exchange, and other complex and unpredictable factors. 


PRICE SUPPORT OPERATIONS 
General outlook 
On the basis of the above assumptions and taking into consideration estimated 
supply and utilization factors which were calculated individually for each com- 
modity, the estimates reflect an increase in overall volume of price support op- 
erations in fiscal year 1960. They indicate in the aggregate that the investment 
in price support will be increased in both fiscal years 1959 and 1960. 


Loans 

The budget estimates contemplate that loans made will increase from $2.1 
billion in 1958 to $3.6 billion in 1959 and decrease to $2.1 billion in 1960. The 
estimated increase for 1959 is due principally to record production of most 
major 1958 crops. The decrease in loans estimated for 1960 reflects primarily 
anticipated lower yields of the major commodities. 

A comparison of the estimated loan activity for each of fiscal years 1959 and 
1960 with the actual volume in 1958 is summarized as follows: 


{In million dollars] 


Fiscal year Fiscal year Fiscal year 
Type of activity 1958, actual 1959, esti- | 1960, esti- 
mated mi tec d 
| 

ae sii err yea on aneurin eee ee 
ERAN 5 il tS EN Moral aicecmeatad $2, 126 | $3, 646 $2, 057 
Repayments Scekdacesenaaseen 506 | 760 455 
Loans collateral forfeited and writeoffs...---.------------- } 2, 012 2, 149 2, 554 
Loans outstanding, end of year eee pie oe iguak 1, 575 2, 312 | 1, 330 


Inventories 

The budget estimates contemplate that the value of price support inventories 
as of June 30, 1959, will increase about 25 percent above that of June 30, 1958, 
and that a 34-percent increase above the June 30, 1959, level will occur by June 
30, 1960. The major net increases in inventory expected to take place during 
both fiscal years 1959 and 1960 are primarily in corn, wheat, feed grains, and 
soybeans- A comparison of the estimated inventory activity for each of the 
fiscal years 1959 and 1960 with the actual volume for 1958 is summarized as 
follows: 

{In million dollars] 





| Fiscal Fear Fiscal year | Fiscal year 
Type of activity | 1958 actual | 1959, esti- | 1960, esti- 
| mated mated 
Acquisitions and c¢ ering charges cGhdiekeakeumansessveune | $3, 543 $3, 766 | $5, 402 
Dispositions _ ica seid cnbdickh kb babbes 3,459 | 2, 423 3, 106 
Inventory at end of year_------- Joh sd aae amma aes eeaceos 5, 455 | 6, 798 | 9, 094 


Investment in price support 

As a result of the loan and inventory activity shown above, it is estimated 
that the investment in price support—that is, inventories and loans outstand- 
ing—as of June 30, 1959, and June 30, 1960, will be about $9.1 billion and $10.4 
billion, respectively, compared with $7 billion as of June 30, 1958. The pre- 
vious peak investment amounted to $8.9 billion on February 1956. 
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ResrorRATION OF CaprraL IMPAIRMENT, ComMopity CrepIT 
CORPORATION 


Sources and ape Toution of funds Reet 























i PRIC 
| 1958 actual 1959 estimate 1960 estimate Pric 
j 
io a ae 
PRICE SUPPORT, SUPPLY, AND RELATED PROGRAMS AND | | 
SPECIAL MILK 
Gross expenditures (funds applied): | 
Price support program__ ehgend « ele $3, 328, 863,003 | $5, 112,352,945 | $4, 812, 582, 818 
Less commodity transfers to | | \ 
Special activities financed by Commodity | j 0 
Credit Corporation -- | 757, 792, 062 | 532, 376, 750 | 626, 175, 750 i po 
Commodity export program... ..--- 57, 487, 961 | 167, 615, 000 148, 405, 000 ' 
Price support program, net of transferred | 
charges... | 2,513, 582,980 | 4, 412, 361,195 4, 038, 002, 068 
Commodity export program: Exp yense..... 114, 650, 371 217, 615, 000 198, 405, 000 Sto 
Storage facilities program: | (- 
Acquisition of assets - - mai : 9, 433, 403 | 42, 190, 828 41, 210, 000 
Expense. .--- = 133,712 | 200, 000 175, 000 Sul 
Supply and foreign pure hase program: "Expense on 2, 855, 706 | 581, 615 449, 867 
Special milk program: Expense- ------- - seek 68, 243, 023 74, 341, 900 74, 341, 900 
Undistributed expenses: | 
Administrative expense subject to limitation----| 33, 875, 335 | 39, 532, 000 41, 594, 000 
a eer | 420, 888, 876 150, 000, 000 375, 000, 000 
LS Re ares Rekaeenededegan ‘ 12, 084, 477 | 11, 262, 550 | 11, 913, 550 i Spe 
Total gross expenditures-.--.-.---.-----.-- 3, ‘175 ), 747, 883 4,955, 085, 088 | 4,781, 091, 385 
Receipts from operations (funds provided): | 
Price support program, net ee each ------| 1, 897, 487,256 | 1, 484, 203,712 | 1, 567, 851, 932 
Commodity export program: Revenue = | 13, 630, 199 | 14, 400, 000 | 14, 400, 000 : 
Storage fa ilities program: | | Un 
Receipts from SION ahah aw ctmmeestarenins capale-toa 10, 013, 147 | 12, 550, 000 | 13, 550, 000 
Sale of bin sites............-.-.--.-- zs 1, 650 ee | eee 
Supply and foreign purc hase “‘progri am: Revenue_-_- 8, 537, 466 | 822, 917 | 514, 558 
Special milk program: Revenue (recoveries) - .-..---| 2, 103, 837 1, 226, 027 1, 108, 900 Inc 
Undistributed: Interest and other revenue-......----| ° 478, 238 | 48, 966, 350 37, 874, 350 re 
Decrease in selected working capital_........-..---- , 001, 379 | 201, 071, 304 192, 357, 000 
, im Seek ae a ee eee 
Total receipts from operations_-_..........-..----- | 2, 122, 253, 172 | 1, 763, 240 310 a 827, 656, 740 N 
=— ———| nnn ae e 
Budget expenditures, price support, supply, and | ‘| 
related programs and special milk_-__- a ---| 1,053, 494, 711 | 3, 191, 844.7 31 953, 434, 645 ' 
| -= = ze -- — = —- = — — 
SPECIAL ACTIVITIES FINANCED RY COMMODITY CREDIT 
CORPORATION (see schedule; pp. 158, 159) | An 
Gross expenditures (funds applied): 
Commodities transferred from price support pro- | 
NN Seine elie apo cihc Rkw ime oehaabas erence | 757, 792, 062 532, 376, 750 626, 175, 750 
Other program and administrative expenses___-...-- 695, 668, 053 924, 597, 180 821, 161, 335 
Interest on balance recoverable--.......--.-..------ 82, 544, 719 | 25, 685, 005 26, 451, 915 
‘ Increase ‘im selected: working capital (soil bank and 
NE ree re aa ce sae eseiede tee stnadcacnan 66, 563, 082 99, 649 583 ‘ 000, 000 
Loans for agricultural conservation purposes......-. 37, 700, 000 37, 500, 000 9, 500, 000 
Total gross expenditures. .......--. paneciene shes ae | 4 640, 267, 916 | 1,619, 808, 518 A 484, 289, 000 § 
Receipts from operations (funds provided): he a Re 
Recovered from other than special appropriations to | 
reimburse Commodity Credit Corporation___- 4 71, 514, 228 72, 439, 166 89, 525, 000 ' 
Repayment of loans for agricultural conservation | 
purposes nn... -< Sepeeard abetent-keaensnes .| 16, 200, 000 | 22, 500, 000 37, 500, 000 Rx 
— —_ —— ’ 
Total receipts from operations--_.........-.-- na 87, 714, 228 | 94, 939, 166 7, 025, 000 
Budget expenditures, special activities financed sal aee De 
by Commodity Credit Corporation. -........-- | 1,552, 553,688 | 1, 524,869,352 | 1, 357, 264, 000 Re 
= = ~ = = =— — § 
Total net budget expenditures_._.........------ 2, 606, 048, 399 | 4, 716, 714, 130 4, 310, 698, 645 Re 
a si. rs, Y dh he a Be kc a x k 
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the 
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Revenue, 


expense, 


PRICE SUPPORT, SUPPLY, AND RELATED PROGRAMS AND 
SPECIAL MILK 

Price support program: 
Revenue dsb bbbdedtarkhenasidenahgannneeee ee 
EES. os <cadeacctsentnanscns oeaebinttna din sews 
Net loss (— (re NG oan ih ete cde 
Increase (—) or decrease in allow ance for losses (un- 
realized) ie siesta sane ef dn ek drt acini ah taeda 


Net operating loss (—), price support program..--- 
Commodity eee program: 
Kevenue an hie 
Expense 


Net operating ae (—) (realized), commodity ex- 
port program os 
Storage facilities program Expense 


Net operating loss 


(—) (realized), storage facilities program ! ae 
” 
Supply and foreign aii ase program: 
Revenue iain ki wke Cee aaa wie aeeeud 
OINA: 5. cntdtieddindtonencs nekeweaintstensegubanes 
Net operating income (realized), supply and 
foreign purchase program. ............-----.---. 
Special milk program: 
Revenue 
Expens« sees ae ‘a 
Net operating loss (—) (realized), special milk 
program 
Undistributed 
Revenue 
Expense ; 
Net loss (—) (realized) 
Increase or decrease in allowance for losses (un- 
realized 
Net operating loss (—), undistributed --- 
Net loss (—) for the year 


Realized 
Unrealized _. 


Net loss (—) for the year, price support, supply, 
and related programs and special milk - - ee 
Analysis of deficit (—): 
Deficit beginning of year 
Approprie ation for restoration of capital imps 1irment: 
Enacted or recommended in this document 
Proposed for later transmission under existing 
legislation.-_..- 


end of year, price support, 


Deficit (—), 
supply, and related programs and special 
milk 


SPECIAL ACTIVITIES FINANCED RY COMMODITY CREDIT 
CORPORATION 
Revenue: 
Reimbursements received 
Other revenue 


Total revenue 
Expense 


Net loss (—) for the year, special activities finaneed 

by Commodity Credit Corporation 

Deficit (—) beginning of year gb dune die ain caus aCe 

Reimbursement from special appropriations, ‘net (see 
I he ee ae 

Return of funds by Sec retary ‘of, Agriculture from soil 

bank programs (authorization to expend from public 

debt receipts) 


Deficit (—) 
by Commodity Credit Corporation. ---- 


Total deficit (—), end of year, all transactions of 
Commodity Credit Corporation - - 


i 


} 
| 


1958 actual 


$2, -— 498, 066 


and retained earnings 


1959 estimate 


$1, 629, 072, 854 





1°60 estimate 


$2, 106, 034, 482 








, end of year, special activities financed | 





3, 466 }, 047, 032 2, 428, 1 25 3, 107, 276, 050 

-1, 006, 548, 966 -- 799, 062, 407 Coane 001, 241, 668 
| 

295, 891, | —550, 863, 252 —316, 15 55, 150 

|—1, 349, 925, 659 —1, 317, 396, 818 





114. 650, 371. 


—101, 020, 172 


—134, 507 


8, 537, 397 
2, 748, 52% 








5, 788, 868 


2, 103, 837 | 
68, 243,023 | 


— 66, 139, 186 


99, 478, 238 
466, 848, 688 | 


, —367, 370, 450 | 
1, 074, 176 | 


— 366, 296, 27 4 | 


| 
—1, 535, 424, 413 |—1,: 


296, 965, 517 








14, 400, 000 
217, 615, 000 
— 203, 215, 000 


— 200, 000 


822, 917 
782, 649 


40, 268 


1, 226, 027 
4, 341, 900 
—73, 115, 873 


48, 966, 350 


14, 400, 000 
198, 405, 000 


—184, 005, 000 
—175, 000 


614, 558 
464, 450 


50, 108 


, 108, 900 
, 341, 900 


3, 233, 000 


37, 874, 350 








200, 794, 550 428, 507, 550 
-151, 828, 200 | —390, 633, 200 
2, 564, 318 —1, 075, 000 
aa! a 
— 149, 263, 882 —391, 


, 381, 212 
, 298, 934 


708, 200 


—1, 649, 237, 760 
—317, 230, 150 





, 238, 458, 896 
—5, 712, 600, 490 | 


1, 239, 788, 671 


—5, 71, 270, 715 i= 


aS 





—1, 775, 


—5, 711, 270, 715 


680, 146 


—1, 966, 467, 910 





1, 760, 399, 886 


5, 726, 550, 975 


—5, 726, 550, 975 
1, 535, 424, 413 
575, 000, 000 


—5, 582, 2, 594, 472 








$71, 514, 228 | $72, 439, 166 $89, 525, 000 
%, 785, 851 107, 385, 491 45, 932, 000 

7, 300, 079 179, 824, 657 135, 457, 000 

1, & 536, 004, 834 1, 482, 658, 935 1, 473, 789, 000 
—1, 438, 704, 755 |—1, 302, 834, 278 | —1. 338, 332, 000 


—3, 176, 751, 119 \—1, 411, 917, 154 


| 


3, 184, 291, 587 


19, 247, 133 


—1, 411, 917, 154 


—1, 353, 543, 522 


—7, 123, 187, 869 |— 


1, 361, 207, 910 


—1, 353, 543, 522 
1, 315, 727, 500 


— 1,376, 148, 022 





7, 080, 094, 497 


| —6, 958, 742, 494 


1 Oper ation and 1 m: ainten ng ance ‘costs applicable to owned structures | are reflected as cé wrying char arges on 


the commodities stored. 
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Financial condition 





-_-— j NN 
| 
1958 actual 1959 estimate | 1960 estimate 


} } a 





Cash with Treasury and in banks... Seneemaqcwaum $26, 961, 333 $22, 854, 999 $25, 308, 267 
Accounts receivable, net: 
Price support, supply and related programs and 


special milk, net 320, 113, 770 179, 290, 000 | 142, 204, 000 
Special activities financed by Commodity 
Credit Corporation } 87,601 | aot ati 
Commodities under contract to purchase, net 29, 164, 000 13, 428, 000 | 13, 428, 000 





Deferred and undistributed charges, net------ 6, 100, 175 | 5, 566, 000 


Commo 'itites for sale, net: | 








gricultural commodities : | 3,090, 178, 650 5, 660, 353, 826 
Strategic and critical materials__--~- 219, 588, 154 258, 546, 1st 
Total commodities for sale, net... 3, 309, 766, 804 4, 203, 875, 945 5, 918, 899 980 
Loans rece ivable, net: | 

Price support and storage facilities loans 1, 352, 972, 892 | 1, 980,815,100 | 1, 261, 089, 800 

Loans for ‘icultural conservation purposes | 

(special i financed by Commodity 
Credit Corporation) -- -- : 22, 500, 000 37, 500, 000 9, 500, 000 
Total loans receivable, net - I, { }, 472, 892 |} 2,018,315, 100 1, 270, 589, 800 


Amounts recoverable from other appropriations 
special activities financed by Commodity Credit 
—— ition | 
ales of surplus agricultural commodities for | 
foreign currencies 
Due from foreign currencies to be sold__.-- 106, 829, 253 | 146, 564, 600 156, 451, 600 
Due from Department of Defense ' for use of “| 
foreign currencies in military housing | 





OOMNITNOUIONL oa nn ecncee-ncs- Soe : 31, 137, 792 60, 499, 354 97, 534, 354 
Subtotal_- EN eT a ale ee x 137, 967, 045 | 207, 063, 954 } 995, 954 
a a 11, 511, 418 | 49, 800, 000 48, 800, 000 


Total amounts recoverable from subse- 


quent appropriations. - dinate 149, 478, B | 256, 863, 954 302, 795, 954 
Land structures, and equipment net---..-.-- Saaded 152, 197, 505 | 173, 917, 505 188, 977, 505 
oo a a ee eee ne ee 5, 369, 342, 543 6, 873, 320, 503 | 7, 867, 769, 506 


Liabilities: j 
Loans and certificates held by lending agencies__-..-- 428, 047, 269 | 362, 740, 000 | 192, 700, 000 
Other current liabilities: | 
Price support, supply, and related programs | 


and special milk. ae . i 332, 745, 959 | 367, 675, 000 | 524, 812, 000 
Special activities financed “by Commodity | | | 

Credit Corporation. .........- saveuawbamimant 103, 737, 184 4, 000, 000 3, 000, 00 

iret Ria on Ae | 64,530,412 | 734, 415, 000 720, 512, 000 


j 
_| — 
Government investment: | 
Interest-bearing capital | 
, 628, 000, 000 | 13, 219, 000, 000 
"| 
| 











| 
Start of year__ : as = 13, 483, 000, 000 11 
Borrowings from Treasury during year, net... —1, 855, 0C0, 000 1, 591, 000, 000 887, 000, ) 
End of year....-.--- Sake ba ee ee 11, 628, 000, 000 13, 219, 000, 000 14, 106, 000, 000 
Deficit (—): | 
Price support, supply, and related programs and | 
special milk: 
Net aad deficit (—).......-- _..-|—3, 295, 824, 209 |—2,7 2, 301, 618, 972 
Net unrealized deficit (—)-...._.-- homie |—2, 415, 446, 416 |-2,! ag" 280, 975, 500 
Total deficit (—), price support, supply, | | 
and related programs and special .milk__|—5, 711,270, 715 |—5, 726, 550, 975 —5, 582, 594, 472 
Total deficit (—), special activity financed | | | 
by Commodity Credit Corporation.....|~1, 411, 917, 154 |—1, 358, 543, 522 | —1, 376, 148, 022 
Total deficit (—)- eee ee -7, 12 3, 187, 869 |- 7, 080, 094, 497 | —6, 958, 742, 494 
Total Government investment-._._......-- "4, 504, 812, 131 ci 6, 138, 905, 503 | | “7, 
| | 
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Status of certain fund balances 


Unexpended balance: 
IEE 2. <cezacinin cath cic bares es deg oes th aaa oeidece tate 
Budget authorization: 
Enacted or recommended in this doc- 
ument id oli ich east ace ai 
Proposed for later transmission under 
oxisting lerislation. . ..)....-<cesenead 


Total unexpended balance- -.-.---- 
Obligated balance, net: 
Current liabilities: 
Loans and certificates held by lending 
agencies _. akdawancuan gaan nwnemna 
Other current liabilities: | 
Price support, supply, and related 
programs and special milk -_ _.-- 
Special activities financed by 
Commodity Credit Corporation: 
Unused soil bank advance- -_ _-| 
UI 5 dintiak tiicecnaindabecases 


bligations other than liabilities: 
Price support, supply, and related 
programs and special milk: 
Purchase agreements outstanding - 
Unrecorded claims--.....----- asus 
Approved declarations of sales for 
ORINIG 3k 6 oh de eetbencec wnaeatin 
Farm storage facility and equip- 
ment loan commitments --~.-._.- 


Total, price support, supply, 
and related programs and 


BHOCIR) Tita c coccssesncecccs 


Special activities financed by Com- | 
modity Credit Corporation: 


Letters of commitment_......-.--- 


Approved declarations of sales for 
ORG ccikss ce ccbecusesstnese 
Wool payment agreements. --.---- 


Total, special activities financed 
by Commodity Credit Corpora- 
COs cc nocmenousnnbnesar enaneue 


\ccounts receivable, net (—): 

Price support, supply, and related pro- 
grams and special milk. 7 

Special activities financed by Com- 
modity Credit Corporation -—_.-.-_---_-- 

Foreign currencies for sale, net 

Commitments included above which 
are reimbursable... -- 


Total obligated balance. z sal 


Unobligated balance ! 








} 
| 


| —252, 292,074 | —208, 871, 818 | 


574, 800, 354 | 


1957 actual 


1958 actual 


1959 
estimate 





1960 
estimate 





$44, 682, 341 


1, 117, 000, 000 | 


1, 161, 682, 341 


360, 455, 322 
404, 286, 195 


170, 212, 665 





118, 549, 000 
1, 620, 880 


46, 480, 091 
1, 002, 590 


| 
$26, 961,333 | $22,854, 999 


2, 972, 000, 000 


2, 998, 961, 333 
cares : 


428, 047, 269 


332, 745, 959 | 


39, 096, 119 


69, 484, 000 | 


1, 913, 324 
24, 218, 901 


64, 641, 065 


2, 825, 533 | 


1, 381, 000, 000 


1, 403, 854, 999 


362, 740, 000 


367, 675, 000 


90, 000, 000 
2, 400, 000 


23, 450, 000 
3, 570, 000 





167, 652, 561 


195, 060, 792 


5, 231, 282 
52, 000, 000 


252, 292, 074 | 


—418, 732, 246 | 


| 





189, 998, 243 | 


1, 873, 575 | 


17, 000, 000 


98, 441, 758 





208, 871, 818 | 


—320, 113, 77 
en ae a | —87, 601 
—109, 074, 143 | —106, 829, 253 


586, 881, 987 


535, 941, 546 


2, 463, 019, 787 
| 


119, 420, 


191, 400, 000 


75, 000, 000 | 


266, 400, 000 | 


—179, 290, 000 


— 266, 400, 000 


527, 980, 490 


875, 874, 599 | 


$25, 308, 267 


519, 308, 


26 


| a 





192, 700, 000 


524, 812, 000 


7, 000, 000 
3, 300, 000 


24, 150, 000 
3, 250, 000 











235, 700, 000 


| 
— 142,204,000 


— 156,461,600 





— 235,700,000 


509, 543, 400 


9, 761, 867 





1 Statutory obligations against borrowing authority include only borrowings from Treasury and obliga- 
tions to purchase loans held by banks; other obligations, contingent liabilities, and commitments do no 
become charges against the statutory borrowing authority until they result in borrowings from Treasury 


or in loans held by banks. 


_Norg.—In addition to obligations other than liabilities reflected in the status of certain fund balances the 
Corporation does not reflect in its accounts claims by the Corporation on which adequate proof has not been 
established and the outstanding guaranty and occupancy agreements for storage space. 


JUSTIFICATION 


OF THE 


ESTIMATE 


Mr. Marswatu. At this point, with reference to restoration of capi- 
tal impairment of CCC we'll place in the record pages 453 through 


470 and 487 through 488. 


31,535,424,413, for a decrease of 


$224,975,473. 


Yaa 


(The material referred to follows:) 


For this item, you have a request of 





1856 


(a) Restoration of capital impairment, Commodity Credit Corporation 


Appropriation act, 1959, ase for 196 $1, 760, 399, 886 

Budget estimate, 1960 1, 535, 424, 413 
Decrease (in amount required for restoration of capital 

impairment of CCC for 1958 activities) — 224, 975, 47: 


Project statement 


| 1958 (1956 im- 1959 (1957 im- Budget esti- 
Project | pairment) pairment Decrease mate, 1960 (1958 
impairment) 


7 
Restoration of capital itnpairment__-_-_-_| $1, 239788, 671 | $1, 760, 399, mals $1, 535, 424, 413 


DECREASE 


Public Law 312, 83d Congress, approved March 20, 1954, provided that the 
appraisal of assets to determine the capital impairment shall be on the basis 
of cost to the Corporation. The capital impairment of the ee ae is, there 
fore, determined on the basis of losses actually realized. The U.S. Treasury is 
required to appraise the assets and the liabilities of the Corporation on this 
basis as of June 30 of each year (15 U.S.C. 713a-1). 

The net decrease of $224,975, 473 in this item represents the difference between 
actual realized losses sustained during the fiscal years 1957 and 1958. The prin- 
cipal component of the net decrease is a decrease in losses related to price sup- 
port. The principal decreases by commodities were $71 million for corn, $141 
million for cotton, $47 million for rice, $52 million for wheat, and $49 million 
for all other. These decreases are offset by the following increases: $43 million 
for wheat flour, $14 million for armed services milk, $26 million for barley, $14 
million for flaxseed, and $28 million for all other commodities. Decreases of $52 
million in other program losses, primarily in the commodity export program, 
were offset. by increases of $62 millien in all other expenses, primarily interest 
expense. 

The total price-support losses of $1,007 million incurred during the fiscal year 
1958 include $366 million incident to donations of commodities, $635 million due 
to losses on sales, and miscellaneous program expense of $6 million. In addi- 
tion to the price-support losses, the Corporation sustained losses during fiscal 
1958 of $167 million attributed to other programs, principally the commodity ex- 
port program ($101 million) and the special milk program for children. The 
1958 capital impairment of $1,535,424,413 also reflects interest, administrative 
and other (net) costs of about $367 million not distributed by programs. The 
following statement shows a comparison of such losses by programs and com- 
modities. 
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Comparison of realized losses and gains applicable to restoration of capital impairment 


{Million dollars] 





1959 (1957 1960 (1958 Increase (+-) 
Program and commodity impairment) | impairment) or de- 
crease (—) 


Price support program: 
Basic commodities: 
CR eis ce cnc eke ‘ $176 
Cornmeal... | | 28 
Cotton 280 
Pics cudaalcctacedecasteberscdadaaadeadaebanvediane | ll 
Rice. 18 
Tobacco 
Wheat. 
WE OEE ibis entndnsebencindesclukubunccoaaesece 





Total basic 


Mandatory nonbasic commodities: 
Honey..----- 
Butter (inclu 
Cheese ....... 
Milk, nonfat dry--.- 
Armed services and veterans milk 
Wool...-. 
Other 





Total mandatory nonbasic................-....-.-.- 
Other nonbasic commodities: 
Barley A 
Beans, dry edible Len auuiaes 
JORRONEOGN ROR non cc nccsenecucecunbeekdaaanoune 
Flaxseed - Re aid 
ERAGE OEE scacat xan ndculueneneigeancnenenkeukcunaelee 
Uats....- 
Rye_. 
Seeds . a 
Sorghums, grain_....-.--.- 
Other 


Total other nonbasic 
Strategic materials__....._-- 





Total price-support program. 
Commodity export program 
Special milk program for children 





"LURE CORTNOG THINS gos 5 oc cacccccdscdvctc abu ambedioeres 





Less than $500,000. 
Denotes gains. 


1 
2 


CoMMODITY ExPoRT PROGRAM 


The following summaries cover the major commodity export programs which 
the Corporation anticipates will be conducted during each of the fiscal years 1959 
and 1960 and the bases for such estimates. 


AGRICULTURAL PRODUCTS 


Summary of latest operations 

Objective-—To authorize CCC to participate in projects designed to aid in the 
development of foreign markets for U.S. agricultural commodities and products 
thereof. 

Operations.—The Corporation will provide agricultural commodities from CCC 
stocks or will procure agricultural commodities or products thereof to be used for 
display purposes at fairs and exhibits in foreign countries which are sponsored, 
approved, or conducted by the Foreign Agricultural Service or the Commodity 
Stabilization Service. The cost of each project may not exceed $60,000. Upon 
completion of exhibits, commodities may be disposed of through sales for 
U.S. dollars or foreign currencies, distribution of free samples, donations 
to charitable institutions in foreign countries, or if practicable, transfer back to 
the United States. 
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Authority—Commodify Credit Corporation Charter Act, as amended (15 U.S.C, 
714-7140), particularly section 714c thereof. 


Basis of estimate 


It is difficult to forecast accurately the extent to which CCC stocks will be used 
or the quantity and type of other agricultural products which may be purchased 
for use at foreign trade fairs and exhibits. For budgetary purposes, it is esti- 
mated that about $500,000 worth of purchases of agricultural products for such 
exhibits will be made during each of the fiscal years 1959 and 1960. Only a nomi- 
nal amount of dairy products were purchased in the fiscal year 1958 for such use. 


COMMODITY EXPORT PROGRAM, COTTON PRODUCTS EXPORT 


Summary of latest operations 


Objective—To institute a program designed to protect the competitive 
position of the. domestic cotton industry in relation to sales of cotton products 
manufactured abroad from American cotton purchased at export prices. 

Fligibility—Cotton products manufactured from American upland cotton 
exported on and after August 1, 1956, in fulfillment of export sales contracts 
entered into on or after May 21, 1956. 

Operations.—Equalization payments, based on the raw cotton content in the 
products exported, are made to U.S. exporters on cotton products of 
upland cotton grown and wholly processed in the United States and which have 
not been previously exported and returned to the United States. For each 
calendar month the base equalization payment rate will be determined and 
announced by CCC prior to the beginning of such month. It will be based on 
the difference, as determined by CCC, between the average price for Middling 
i-inch cotton in the 14 designated spot markets, converted to average location 
basis, and the average price at which CCC sells its cotton, basis Middling 1 inch 
at average location, under the cotton export program for that part of the month 
preceding the announcement of such rate. The rate shall be the same as the 
perceding month if the change is 10 cents or less. Percentages of the base 
equalization payment rate, reflecting approximate processing loss in converting 
raw cotton into products, will be applicable for each specified class of cotton 
products. 

Authority—Commodity Credit Corporation Charter Act, as amended (15 U.S.C. 
714-7140), particularly section 714c thereof. 


Basis of estimate 


It is estimated that equalization payments of $17.5 million will be made on 
cotton products representing the equivalent of 525,000 bales of raw cotton during 
each of the fiscal years 1959 and 1960 compared with payments of $15.5 million 
which were made on about 400,000 bales in the fiscal year 1958. There are 13 
classes of cotton products and the payment rate for each class is a different 
percentage of the base equalization rate; therefore the payments can be better 
estimated on the basis of the raw cotton content of the total of the cotton 
products which may be exported. 


COMMODITY EXPORT PROGRAM, UPLAND COTTON EXPORT 


Summary of latest operations 


Objective.—To supplement CCC-owned upland cotton export sales by encour- 
aging exports from commercial stocks, in order that the United States may 
maintain a fair historical share of the world market. 

Operations.—Commodity Credit Corporation offers direct assistance to com- 
mercial exporters of upland cotton by making credit payments redeemable in 
CCC-owned cotton or, if necessary, in cash. Payments shall be made on com- 
mercial exports resulting from sales and consignments at such rate determined 
by the Executive Vice President as is necessary to obtain our fair share of 
eotton exports. Cotton acquired through payments-in-kind must be exported. 
This program became effective as of August 1, 1958. 

Authority—Commodity Credit Corporation Charter Act, as amended (15 
U.S.C. 714-7140), particularly section 714c thereof; title IV of the Agricultural 
Act of 1949, as.amended (7 U.S.C. 1427); and title II of the Agricultural Act 
of 1956 (7 U.S.C. 1851, 1853). 
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Basis of estimate 

It is estimated that in the fiscal year 1960 payments of $25 million will be 
made on 1 million bales of cotton exported from commercial stocks. This com- 
pares with anticipated payments of $48.8 million in the fiscal year 1959 on 1.5 
million bales. The payments will be made in the form of cotton delivered from 
the Corporation’s inventory. 


COMMODITY EXPORT PROGRAM, FEED GRAIN EXPORT 


Summary of latest operations 

Objective-—To encourage commercial export of free market feed grains in 
order to reduce price support inventories and to strengthen domestic market 
prices. 

Operations.—Commodity Credit Corporation offers direct assistance to com- 
mercial exporters of feed grains based on the difference between the domestic 
market price and competitive world price by issuing feed grain payment cer- 
tificates redeemable only in CCC-owned feed grains. Feed grains thus acquired 
from CCC must be exported. Availability of CCC-owned feed grains to the 
grain trade for export is limited to barters and exchanges, sales relieving port 
congestion, sales requiring CCC credit arrangements, and sales of offgrade 
grains. Stocks of CCC-owned feed grains will be available for export by other 
than commercial exporters to meet program requirements for titles II and III, 
Public Law 480 donations, and government to government sales transactions, 
This program was effective as of May 12, 1958, for corn and as of July 1, 1958, 
for barley, oats, rye, and grain sorghums. 

Authority.—Commodity Credit Corporation Charter Act, as amended (15 
U.S.C. 714-7140), particularly section 714c thereof; title IV of the Agricultural 
Act of 1949, as amended (7 U.S.C. 1427) ; and title II of the Agricultural Act 
of 1956 (7 U.S.C. 1851). 


Basis of estimate 


Certificates redeemable in CCC commodities valued at one-half million dollars 
were issued during the fiscal year 1958 for commercial exports of corn. The 
value of such certificates and the volume of commodities expected to be ex- 
ported under this program during the fiscal years 1959 and 1960 are estimated 
as follows: 

{In millions] 














1959 1960 
—————_———-7J7—_ 
Quantity | Quantity 
exported Certificates exported | Certificates 
(bushels) (bushels) | 
| 
= the a} x te a r ae Ta | ¥ Pisa! 
IE 5 ccnp gill tds tiiiett, Saas: week od 44.0 | $8.8 44.0 $8. 8 
dina xe, sede 169.8 20. 4 | 169.8 20.4 
Ue opstascasses imdGgcaes : cee 11.6 2.3 11.0 | 2.2 
MD terkides- cody isnnibdotebined ibicue daa’ 2.6 8 | 2.4 | a 
Grain sorghums._.........-- a al giles adhe ean 83.3 15.0 77.3 | 13.9 
WON is ci:hsiniehittuninsi bebidas 311.3 | 47.3 304. 5 46.0 
! 





COMMODITY EXPORT PROGRAM, RICE EXPORT 


Summary of latest operations 


Objective—To encourage commercial export of free market rice in order to 
reduce price support inventories and to strengthen domestic market prices. 

Operations—Commodity Credit Corporation offers direct assistance to com- 
mercial exporters of rice based on the difference between the domestic market 
price and competitive world price by issuing rice payment certificates redeemable 
only in CCC-owned rice or feed grains. Rice or feed grains thus acquired from 
CCC must be exported. Availability of CCC-owned rice and feed grains to the 
grain trade for export is limited to barters and exchanges, sales requiring CCC 
credit arrangements, and sales of off-grade grains. Stocks of CCC-owned rice 
and feed grains will be available for export by other than commercial exporters 
to meet program requirements for titles II and III, Public Law 480 foreign dona- 
tions. This program was effective as of December 15, 1958. 
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Authority Commodity Credit Corporation Charter Act, as amended. (15 
U.S.C. 714-7140), particularly section 714¢ thereof; title IV of the Agricultural 
Act of 1949, as amended (7 U.S.C. 1427) ; and title II of the Agricultural Act of 
1956 (7 U.S.C. 1851). 

Basis of estimate 

It is estimated that in the fiscal year 1960 certificates redeemable in CCC 
commodities valued at $24 million will be issued on 8 million hundredweight 
of commercial exports of rice compared with certificates of $21 million antici- 
pated to be issued in the fiscal year 1959 on 7 million hundredweight. It is 
expected that rice certificates will be redeemed primarily in equal quantities of 
corn and grain sorghums from the Corporation’s stocks. 


COMMODITY EXPORT PROGRAM, WHEAT EXPORT 


Summary of latest operations 

Objective-—To encourage the movement of wheat into export from free market 
stocks. 

Operations.—Commodity Credit Corporation offers direct assistance to com- 
mercial exporters of wheat and wheat flour based on the difference between 
the domestic sales price and world export price by issuing wheat payment cer- 
tificates redeemable only in CCC-owned wheat to wheat exporters and by making 
cash payments to exporters of wheat flour, including semolina, farina, and 
bulgur. Exporters will not be eligible for International Wheat Agreement pay- 
ments. Wheat exported, however, will be eligible for application to any coun- 
try’s guaranteed purchases under the International Wheat Agreement, and for 
transactions under title I, Public Law 480. Availability of CCC-owned wheat to 
the grain trade for export is limited to barters and exchanges, sales of wheat of 
light test weight, off grade, or the like category, sales to relieve port congestion, 
and sales requiring CCC credit arrangements or other terms and conditions 
which the commercial trade cannot meet. 

Authority—Commodity Credit Corporation Charter Act, as amended (15 
U.S.C. 714-7140), particularly section 714c thereof; and title IV of the Agri- 
cultural Act of 1949, as amended (7 U.S.C. 1427). 


Basis of estimate 

Exports of CCC-owned wheat.—It is estimated that in each of the fiscal years 
1959 and 1960 sales of CCC-owned wheat outside the International Wheat Agree 
ment will total 9 million bushels at a net cost of $5.4 million compared with 
sales of 8.6 million bushels at a net cost of $4.9 million during the fiscal year 
1958. 

Wheat export payments.—lIt is estimated that in the fiscal year 1960 certifi- 
cates redeemable in CCC wheat valued at $33.6 million will be issued on com- 
mercial exports of 61 million bushels of wheat compared with $30.8 million 
anticipated during the fiscal year 1959 on 56 million bushels. Actual certifi- 
cates valued at $48.4 million were issued in the fiscal year 1958, 

Wheat flour export payments.—It is estimated that in each of the fiscal years 
1959 and 1960 cash payments will be made on commercial exports of 40 million 
bushels of wheat flour amounting to $32.0 million compared with actual cash 
payments of $31.6 million made in the fiscal year 1958, 


COMMODITY EXPORT PROGRAM, WHEAT AND FLOUR EXPORTS PURSUANT TO THE 
INTERNATIONAL WHEAT AGREEMENT 


Summary of latest operations 


Objective-—To encourage exportation of wheat and wheat flour to participat- 
ing importing countries and at the same time exercise the rights, obtain the 
benefits, and fulfill the obligations of the United States under the International 
Wheat Agreement. 

Eligibility—Importing countries that have approved the International Wheat 
Agreement are eligible to purchase wheat and wheat flour equivalent produced 
in the United States at specified prices. The wheat and wheat flour may be 
sold by the CCC or by commercial exporters. 

Operations.—The Corporation is authorized to make payments to commercial 
exporters of domestic wheat and wheat flour processed therefrom in the United 
States pursuant to sales to participating countries which the Commodity Credit 
Corporation determines are eligible for entering in the records of the Wheat 
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Council as sales against the United States export quota. The current agreement 
will expire on July 31, 1959. 

The payments are made on the basis of published announcements of the rate 
for the date or period of sale. Rates are determined,on the basis of the rela- 
tionship between current domestic market prices and current prices equivalent 
to the International Wheat Agreement basic maximum price of $2 a bushel 
for No. 1 Manitoba Northern Wheat in bulk at Fort William and Port Arthur. 
Payments to exporters who export wheat are in the form of CCC-owned wheat. 
Cash payments will be made for flour, including semoline, farina, and bulgur. 
Since the exact cost of operations under the agreement cannot be determined 
until the end of any fiscal year, the International Wheat Agreement Act of 
1949, as amended, authorizes the Corporation to use its general borrowing 
authority to pay current obligations and then request the Congress to provide 
funds to reimburse the Corporation for any losses incurred under this program. 
Pending such reimbursement, the Corporation is authorized to establish the 
net costs of operations under the agreement as a receivable. 

Authority—Commodity Credit Corporation Charter Act, as amended (15 
U.S.C. 714-7140), particularly section 714c thereof; and section 2 of the Inter- 
national Wheat Agreement Act of 1949, as amended, (7 U.S.C. 1641). 


Basis of estimate 


The maximum and minimum prices per bushel in the current agreement 
are $2 and $1.50 respectively. The payment of 55 cents per bushel estimated 
for the fiscal year 1959 represents the net difference between the estimated 
domestic price and the weighted average export selling price under the agreement. 
Payments for wheat exported under the program are effected through the 
delivery of wheat from CCC stocks while payments for flour are made in cash. 
It is estimated that in the fiscal year 1959 payments will be made on commercial 
exports of 105 million bushels of wheat and flour at a net cost to the Corpora- 
tion of $63,875,000, including interest and administrative expenses compared 
with actual payments under the agreement during the fiscal year 1958 on 
105.7 million bushels at a net cost of $80,800,000. 

As the renewal of the agreement beyond July 31, 1959, is currently under 
consideration, no estimate is included for 1960 activity. 


COMMODITY EXPORT PROGRAM, SALES FOR FOREIGN CURRENCIES 


Summary of latest operations 

Objective.— 

(a) To make available for sale to domestic exporters for foreign cur- 
rencies surplus agricultural commodities acquired or to be acquired by the 
Commodity Credit Corporation in the administration of its price support 
operations, and to 

(b) Make available funds to finance the sale and exportation of surplus 
commodities whether from private stocks or from stocks of the CCC. 

Such foreign currencies will be used to expand international trade to encour- 
age economic development, to purchase strategic materials, to pay U.S. obliga- 
tions abroad, to promote collective strength, and to foster in other ways the 
foreign policy of the U.S. appropriations not to exceed $6,250 million are au- 
thorized to reimburse the CCC for its unrecovered costs covering transactions 
authorized through December 31, 1959. 

Lligibility—Surplus agricultural commodities are defined as any agricultural 
commodity or product thereof, class, kind, type, or other specification thereof, 
produced in the United States, either privately or publicly owned which is or 
may be reasonably expected to be in excess of domestic requirements, adequate 
carryover, and anticipated exports for dollars, as determined by the Secretary 
of Agriculture. 

Operations.— 

(1) After a formal agreement has been entered into with a foreign goy- 
ernment, the Foreign Agricultural Service will issue to that country, upon 
its application, purchase authorizations specifying the kinds, approximate 
quantities, and maximum dollar values of the commodities and the condi- 
tions under which purchases may be made. At the same time, FAS issues 
a public announcement containing details of the authorizations and other 
information that U.S suppliers will need in making sales to the foreign 
importers. The announcement indicates whether U.S. suppliers will be 
required to purchase CCC stock in order to participate. 
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(2) U.S. suppliers and foreign importers will then negotiate sales and 
enter into contracts in which the sales price will be expressed in U.S. 
dollars. 

(3) Normal commercial procedures, based largely on letters of credit, are 
followed in carrying out the coutracts; (@) importers pay for commodities 
in local currency through their local banks, (0b) Suppliers are paid in dol- 
lars by U.S. banks with which the foreign banks have established dollar 
letter of credit arrangements, (c) the U.S. banks are reimbursed by CCC, 
and (d) the foreign currency is deposited to the account of the U.S. Goy- 
ernment in accordance with arrangements made between the Governments 
of the United States and the importing country. 

CCC will issue contract announcements containing the terms and conditions 
governing purchase by U.S. suppliers of commodities from CCC stocks. The 
announcement also specifies the financial arrangements which must be made in 
order to purchase the commodities from CCC stocks. 

Authority—Commodity Credit Corporation Charter Act, as amended (15 
U.S.C. 714-7140) ; and title I of the Agricultural Trade Development and As- 
sistance Act of 1954, as amended (7 U.S.C. 1701-1709), Public Law 931, 85th 
Congress. 





Basis of estimate 


Program operations.—Based on purchase authorizations issued by the Foreign 
Agricultural Service pursuant to agreements negotiated with foreign countries 
for the sale of surplus agricultural commodities for foreign currencies, it is esti- 
mated that the Corporation will finance the exportation of commodities at a cost 
of $1,050 million in the fiscal year 1960 compared with sales at a cost of $1,100 
million anticipated for the fiscal year 1959, and actual sales in the fiscal year 
1958 at a cost of $1,089 million. Sales from CCC-owned stocks are estimated to 
total $346.6 million during the fiscal year 1960, compared with $301.4 million 
anticipated for the fiscal year 1959, and actual sales during the fiscal year 1958 
of $534.3 million. The remainder represents financing by the Commodity Credit 
Corporation of the sales from privately owned stocks and ocean freight costs. 
Authority for this program expires on December 31, 1959. Estimated costs in 
1960 are pursuant to authorizations issued prior to December 31, 1959. 

Legislation will be proposed to extend the terminal date of title I of Public 
Law 480 to December 31, 1960, and increase the authorization from $6.25 billion 
to $7.75 billion. It is estimated that this increase of $1.5 billion in the authoriza- 
tion will result in increased expenditures for the Commodity Credit Corporation 
of $50 million in 1960. 

Dollars received for foreign currencies.—It is estimated that the Corporation 
will receive $85.0 million during the fiscal year 1960 for currencies purchased 
from the Treasury by other Government agencies for authorized reimbursable 
uses of the foreign currencies compared with $70.8 million anticipated for the 
fiscal year 1959 and $70.2 million actually received in the fiscal year 1958. 

Foreign currencies used for military housing—The dollar value of foreign 
currencies allocated to the Defense Department and used for construction of 
military housing abroad will be reimbursed directly to the Corporation by the 
Defense Department in subsequent years from quarters allowances and income 
received from the rental of such housing. It is estimated that the net value of 
currencies used during the fiscal year 1960 will amount of $40.6 million, com- 
pared with $31.4 million anticipated for the fiscal year 1959, and $17.7 million 
in the fiscal year 1958. Receipts are estimated at $3.5 million in 1960 compared 
with $2.0 million anticipated in the fiscal year 1959, and actual receipts of $13 
million in 1958. 

STORAGE FACILITIES PROGRAM 


Summary of latest operations 


Objective—To provide adequate storage facilities for CCC-owned and pro- 
duced-owned commodities; to assist producers in financing the construction or 
purchase of suitable farm-storage facilities; to encourage the construction of 
needed commercial storage facilities; and to assist producers in financing the 
purchase of suitable mobile drying equipment to facilitate safe farm storage. 

Operations.—Bins and granaries were bought by the Corporation on an offer- 
and-acceptancé basis and are located only in areas where it is determined that 
existing privately owned storage facilities are not adequate. Depreciation and 
other costs of maintaining the structures and handling and conditioning grain 
stored therein are reflected as carrying charges on the commodities stored. 
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Storage use guarantees were negotiated under agreements with commercial 
firms, including cooperatives, operating under the Uniform Grain Storage 
Agreement, who agreed to construct additional storege capacity for grains and 
oilseeds. Optional plans provided for guarantees of (i) 75 percent occupancy 
for a period of 3 years, to be reduced to 40 percent for the next 2 years; (2) 60 
percent occupancy for 5 years; and (38) 50 percent occupancy for 6 years. The 
Corporation fulfills the guarantee, either by actual storage of CCC-owned com- 
modities, or by making a payment. CCC has the option to require warehousemen 
to reserve space for storage up to the maximum amount of the occupancy 
guarantee level. The annual rate per bushel for unused space under the 
guarantee is 75 percent of the applicable annual area rate under the Uniform 
Grain Storage Agreement for wheat for the year the occupancy did not reach 
guarantee level. Applications for new storage agreements were accepted until 
April 30, 1955, for storage capacity which was to be ready for occupancy 
by June 1, 1955. 

Recourse loans for financing the construction or purchase of farm-storage 
facilities and mobile drying equipment may be obtained direct from CCC through 
the agricultural stabilization and conservation county committees, and, if 
specifically authorized, from lending agencies loans are for a maximum period of 
5 years on facilities and 4 years on equipment, payable in equal annual prin- 
cipal payments with interest at the rate of 4 percent a year on the unpaid 
balance. The maximum amount to be lent on facilities is 45 cents a bushel of 
capacity ($30 a ton of cottonseed capacity) up to 80 percent of cost, and 75 per- 
cent of delivered cost on equipment. Loans are secured by chattel mortgages. 
Any past-due, payable or prepayable installment may be deducted and paid out 
of any amount due the borrower on any program conducted by the Department 
of Agriculture. 

Authority—Commodity Credit Corporation: Charter Act, as amended (15 
U.S.C. 714-7140), particularly sections 714 b and ¢ thereof. 


Basis for estimate 

Purchases of bins.—While it is difficult to foresee what the storage availability 
and requirements for the fiscal year 1960 and the remainder of fiscal year 1959 
will be, it is estimated, for budgetary purposes, that in 1960, bins of 100-mil- 
lion-bushel-storage-capacity may be purchased for storage deficit areas. A 
similar estimate is included for the fiscal year 1959 in the event it becomes nec- 
essary to purchase bins to provide for large estimated deliveries to CCC of the 
1958 crops. In the fiscal year 1958 no purchases of bins were made. As of 
June 30, 1958, CCC owned bins of 988 million bushels capacity. 

It is the general policy to procure emergency storage facilities for the storage 
of Commodity Credit Corporation owned grain only in those instances where the 
anticipated takeover (by CCC) of grain under price support programs will be 
greater than the quantity which can be handled by commercial facilities exist- 
ing or planned for the immediate future within the area of such anticipated 
takeover. It is necessary to establish requirements for additional storage fa- 
cilities early enough to assure the procurement and erection of such facilities 
in time to be available for the takeover of grain. It is difficult to forecast to 
any degree of accuracy, the quantities of grain that will be delivered to CCC in 
any particular area in view of the many counties participating in the price sup- 
port program and the market and price situation which will exist at the time 
of such delivery. Since contracts for the purchase and erection of the bins 
must be executed far in advance of actual needs, subsequent developments in 
program activity and economie conditions could result in some of the bins prov- 
ing to be in excess of immediate requirements. In such instances, bins could be 
moved to other deficit areas, or if not required elsewhere, could be leased 
to others or remain available for possible future use. Unused space is also 
maintained in each area to allow for turning and cleaning purposes to mini- 
mize loss of grain by spoilage and deterioration. 

Storage use guarantees.—Space covered by outstanding storage occupancy con- 
tracts entered into in prior years totaled 175 million bushels as of June 30, 
1958. It is estimated that such agreements will be outstanding on 90 million 
bushels at the end of the fiscal year 1959 and will decrease to 75 million by June 
30, 1960. Payments under such agreements during the fiscal years 1960 and 1959 
are estimated at $100,000, compared with actual payments in the fiscal year 1958 
of $34,977. 

Storage facilities and equipment loans.—During the fiscal year 1960 it is esti- 
mated that loans of $9.5 million will be made on farm storage facilities having 
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a 35.2-million-bushel capacity compared -with anticipated loans in the ‘fiscal 
year 1959 of $10.4 million on 38,6-million-bushel capacity and actual loans of 
$8 million made in the fiscal year 1958 on 30.1-million-bushel capacity. Loang 
to finance the purchase of mobile drying equipment during fiscal year 1960 are 
estimated to be $1.7 million compared with $1.9 million anticipated for the fiscal 
year 1959 and actual loans made in the fiscal year 1958 of $1.7 million. 


SUPPLY AND FOREIGN PURCHASE PROGRAM 


Summary of latest operations 


Objective-——To procure agricultural commodities in the United States and 
abroad to meet the needs of U.S. Government agencies (principally those ad- 
ministering relief programs abroad), cash-paying foreign governments, interna- 
tional relief agencies, and domestic requirements. The production or stock- 
piling of agricultural commodities under sections 303 and 304 of the Defense 
Production Act of 1950 is also carried out under this program. 

Operations.—Procurement for this program is usually made during peak 
marketing seasons and is closely coordinated with the price support program 
to provide the maximum benefit to American agriculture. Transfers to claimants 
are at prices designed to reimburse the Corporation for all costs incident to 
carrying out the program. ; 

Generally, purchases are made at the best price obtainable at either an an- 
nounced price Or on an Offer-and-acceptance basis in quantities, although pur- 
chases may also be made under formal competitive bids. 

Purchases for any claimant, other than a Federal Government agency, re 
quire (1) a firm requisition or a firm contract from the claimant and (2) a 
deposit with the Treasurer, Commodity Credit Corporation, of cash or its 
equivalent, or other acceptable financial arrangements. Purchases for Federal 
agencies require a written order constituting a firm obligation. Purchases may 
be made in advance of firm commitments and prior to deposit of cash only upon 
specific authorization of the Board of Directors when it is anticipated that no 
risk of loss is involved. In addition, the Board of Directors may authorize the 
purchase and stockpiling of commodities in the interest of national security. 

The defense production activities include a program to encourage and develop 
sources of supply of castor beans within the continental United States and to 
insure a supply of castor beans, oil, and planting seed for industrial uses and 
stockpiling in connection with national defense. 

Authority Commodity Credit’Corporation Charter Act, as amended (15 U.S.C 
714-7140), particularly section 714c thereof; act of July 16, 1943 (15 U.S.C. 
713a-9) ; sections 303 and 304 of the Defense Production Act of 1950, as amended 
(Public Law 774 approved September 8, 1950; Public Law 96 approved July 
31, 1951; and Public Law 429 approved June 30, 1952). 


Basis of estimate 


Activities currently being carried on include procurement of commodities for 
other Government agencies and the maintenance of a small stockpile of castor 
beans under the Defense Production Act. Total acquisitions and carrying charges 
are estimated to total $0.5 million during the fiscal year 1960 primarily for 
foundation seeds and feed compared with $0.6 million in the fiscal year 1959 
for similar commodities and actual acquisitions during the fiscal year 1958 of 
$2.3 million, of which $1.9 ‘million: represented nonrecurring purchases of wheat 
flour. Sales proceeds during the fiscal year 1960 are estimated to total $0.5 mil- 
lion compared with $0.8 million anticipated for the fiscal year 1959 and actual 
sales in the fiscal year 1958 of $2.2 million, representing nonrecurring sales of 
$2.0 million of wheat flour. 

SPECIAL MILK PROGRAM 


Summary of latest operations 

Obiective—To provide a special milk program for children in the interest 
of improved nutrition by fostering the consumption of fluid milk. 

Operations.—For each of the 3 fiscal years in the period beginning July 1, 1958, 
and ending June 30, 1961, not to exceed $75 million of CCC funds shall be used 
to increase the.consumption of fluid milk by children in nonprofit schools of 
high school grade and under and in nonprofit child-care institutions. Payments 
are made through the facilities of the school lunch program upon certification 
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of use of additional milk by local schools or institutions. This operation is ad- 
ministered by the Agricultural Marketing Service. 

Authority.—Commodity Credit Corporation Charter Act, as amended (15 U.S.C. 
714-7140), particularly 714c thereof; and Public Law 85-478, approved July 1, 
1958. 

Basis of estimate 

It is estimated that in the fiscal years 1959 and 1960 expenditures will amount 
to $73.1 and $73.2 million, respectively, compared with $66.1 million actually 
spent in the fiscal year 1958. 


UNDISTRIBUTED EXPENSE AND INCOME 


Summary of latest operations 

There are a number of expenses which are not allocated to a specific program. 
These include administrative expenses applicable to the limitation, and nonad- 
ministrative expenses such as interest on the capital stock of the Corporation and 
on borrowings from the Treasury, administrative equipment, expenses of the 
agricultural stabilization and conservation county committees, Federal Reserve 
banks and other agencies in connection with the Corporation’s programs. Such 
expenses are partly offset by income from interest on loans and on special pro- 
grams financed by CCC and other miscellaneous income. 

Administrative expenses.—These are for the operating staff, including the 
services of employees of the Commodity Stabilization Service engaged in Com- 
modity Credit Corporation activities, services performed by other agencies of the 
department, costs of audit, and payments to the General Services Administration 
for space in the District of Columbia and rent of field office space. Estimates 
for 1960 include a limitation of $45,300,000 for costs of administration including 
a reserve of not less than 7 percent for contingencies. Administrative expenses 
will be accounted for on an obligation basis consistent with past practices. 

The requested authorization excludes administrative expenses in connection 
with the supply and foreign purchase program, the wool and mohair program 
under the National Wool Act of 1954, the International Wheat Agreement, and 
the sale of long staple cotton transferred from the national stockpile, since it is 
contemplated that full reimbursement will be received for these expenses. Such 
reimbursement will be obtained and used in 1960 in the same manner as in previ- 
ous years. 

These reimbursements are generally obtained through a markup on invoices 
evidencing Sales, which are credited on the books of the Corporation to an income 
account which, in turn, is charged with all of the administrative expenses in- 
curred in connection with this program. Balances remaining in the account at 
the end of any fiscal year are used in succeeding fiscal years to defray administra- 
tive expenses incurred in liquidating all phases of this program. The markup 
is established at a rate which is so determined and applied as to provide full 
reimbursement on an overall basis for all administrative expenses in connection 
With the supply and foreign purchase program and takes into account the fact 
that with respect to particular commodities, sales, or operations, the markup 
may be more or less than the exact administratitve expenses incurred. The rate 
of markup is adjusted from time to time as conditions warrant. 

Nonadministrative expenses.—Interest on borrowings from the Treasury is 
paid in accordance with a policy of the Treasury that the rate shall be based 
upon the average interest rate on all outstanding marketable obligations (of 
comparable maturity date) of the United States as of the preceding month. 

The cost of furniture, fixtures, and other office equipment used in the conduct 
of the Corporation’s programs is charged to capital funds. The cost of all such 
property has been capitalized heretofore as assets of the Corporation ; however, 
beginning in the fiscal year 1960, the cost of certain items of property charged 
to capital funds, which have unit costs of approximately $50, will not be capital- 
ized. This will reduce the cost of maintaining property records, and is in ac- 
cordance with departmental property accountability regulations approved by 
the Comptroller General (B-48122, dated Dee. 17, 1953). 

Expenses in connection with the acquisition, operation, maintenance, im- 
provement, or disposition (including inspection, classing, and grading work per- 
formed on a fee basis by Federal employees or Federal or State licensed in- 
Spectors and work performed on a contract basis by agricultural stabilization 
and conservation county committees) of property which the Corporation owns 
or in which it has an interest have been treated as program rather than admin- 
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istrative expenses. Similarly, expenses of other Federal agencies whose services 
are utilized in the handling of Commodity Credit Corporation property are 
treated as program expenses. Such expenses include the fleet storage operation 
of the Maritime Administration conducted intermittently since 1949 and the 
services rendered by the General Services Administration in connection with 
the strategic, critical, and other materials acquired by the Corporation. Also 
included in this category are costs of having work normally performed by CSS 
in connection with the acquisition, maintenance, and disposition of property of 
the Corporation or in which it has an interest performed by others on a con- 
tract basis when necessary because of major failures of equipment in CSS 
offices. 

Basis of estimate 

Administrative exrpenses.—Expenses applicable to the limitation are estimated 
at $41.6 million in the fiscal year 1960, compared with $39.5 million anticipated 
for the fiscal year 1959, and actual expenses of $33.9 million in the fiscal year 
1958. The increase in 1959 over 1958 reflects pay cost increases as well as 
anticipated heavier program volume, while the increase in 1960 reflects the 
heavier workload of price support operations. 

Nonadministrative exrpenses.—During the fiscal year 1960, it is estimated that 
interest costs of borrowings and capital stock will amount to $375 million antici- 
pating an average of 34% percent per annum compared with $150 million esti- 
mated for the fiscal year 1959 (average rate of 14 percent and actual pay- 
ments of $420.9 million in the fiscal year 1958 when the rates ranged from 3% 
to 1% percent. Offsetting such costs are interest income, primarily from re 
imbursable programs, and loans amounting to $37.9 million estimated for 1960, 
compared with $49 million anticipated for the fiscal year 1959, and actual re 
ceipts of $99.5 million in.the fiscal year 1958. The decreases in 1959 and 1960 
reflect the reduction in rates mentioned above and the acceleration of the 
reimbursements to Commodity Credit Corporation for special activities. 

It is estimated that expenditures for administrative equipment will amount 
to $400,000 in the fiscal year 1960 compared with $800,000 anticipated in the 
fiscal year 1959 and $458,826 actually purchased in the fiscal year 1958. The 
increase in 1959 over 1958 resulted primarily from a nonrecurring purchase of 
accounting equipment formerly rented. 

Other expenses are primarily for expenses of the county agricultural stabili- 
zation committees and Federal Reserve banks. During the fiscal year 1960 
such expenses are estimated at $11.9 million, compared with $11.3 million 
anticipated in the fiscal year 1959, and actual costs of $12.1 million in the 
fiscal year 1958. The decrease in 1959, below 1958 reflects primarily a reduc- 
tion of about $875,000 in lending agency fees which were discontinued with 
the central handling of the 1958 crop loans, and a reduction of about $1 million 
in accounts receivable charged off. 


DECREASE IN LOSSES 


Mr. Marsuaty. Do you have a further statement you would like to 
make in connection with this item ? 

Mr. Bracu. This net decrease of approximately $225 million is 
simply a reflection of the difference in the realized losses of the 
Corporation in the fiscal year 1958 from those in the fiscal year 1957 
Most of the decrease is in losses related to price support. We have 
a statement which breaks down these losses by commodities, which 
we'll be glad to put in the record. 

Mr. Marsuaut. We'll be glad to have that placed in the record. 
Will that be broken down as to interest, storage, transportation, oper- 
ating expenses ? 

Mr. Breacu. We'll be glad to show that, as distinct from the losses 
on disposition of commodities. 

Mr. Mars#raty. And transportation ? 

Mr. Beacu. We'll be glad to place that in the record, also. 
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Mr. Marsuai. Without objection, that will be placed in the record 
at this point. 
(The material referred to follows :) 


Comparison of realized losses and gains applicable to restoration of capital impairment 


——— 





Increase (+) or 
decrease (—), 
in realized 
losses (appro- 


Program and commodity impairment) impairment) 








1959 (1957 | 1960 (1958 
| 
| 
| 


| 
| 
| 
| 








priations) 

' 

Price support program: | 

Basic commodities: | 
WR: ce RL ead seucockt eneenee one $268, 382, 233 $203, 480,976 | —$64, 901, 257 
Cotton . hones heed 420, 455, 059 | 279, 528, 292 — 140, 926, 767 
Peanuts Ci Anewekbbaiks bcnutwe nena! 16, 829, 485 | 11, 037, 042 — 5, 792, 443 
ee TUTTI] 665, 360, 384} 18, 411,186 | —46, 958, 198 
Tobacco. Be 2c eeuea er chimsaun eesecel 70, 262 | 4, 270, 823 +4, 200, 561 
Wheat ‘ ; wae ene | 135, 601, 696 | 126, 722, 853 —8, 878, 843 
Total basic . os ; 906, 708,119 | 643,451,172 |  —263, 256, 947 

Mandatory nonbasic commodities: | 

Honey ; 1868 |_.... . +868 
Butter (including oil). --- secceeet 25, 515, 224 | 21, 624, 205 | —3, 891, 019 
(thane ane 77, 945, 245 | £0, 515, 358 +2, 570, 113 
Milk, nonfat, dry c : 110, 489, 224 112, 462, 935 | +1, 973, 711 
School milk program . aiven] 56, 571, 734 | 66, 139, 186 | +9, 567, 452 
Armed services and veterans’ milk_.......-.---- | 16, 355, 891 | 30, 373, 286 | +14, 017, 395 
Whey indicat eaecennceenanecael 426 |... --| —426 
Potatoes (liquidation) Jdcteticetaeakathageaeee | 1 16, 498 29, 198 | +45, 696 
Tung oil ; = ‘ 206, O86 927 —205, 159 
Wool 9, 136, 895 6, 083, 679 | —3, 053, 216 
Total mandatory nonhbasic_-.....------ ee 296, 203, 359 | 317, 228, 774 +21, 025, 415 

Other nonbasic commodities: | j 
Barley fatinan esa aoiers prea eer adele | 11, 634, 939 | 37, 796, 426 | +26, 161, 487 
ROGhS. Cte GUI. 5. sisiwé < ones osied 25d ate a 13, 823, 587 | 3, 408, 593 | — 10, 414, 994 
NE GROGIOUE... .ncnacewascecaccnsedadune | 7, 645, 592 1, 004, 787 —6, 640, 805 
‘laxseed ce cnn encdibhbdasbieadeede | 2, 540, 660 | 15, 377, 745 | +12, 837, 085 
Linseed oil___.--- Soudeinl aiekaaaenons | 922 | . —922 

Naval stores: | 
ORR cca Dis teetdpancantineh beatae discnee 17, 946 | 17,741 | —25, 687 
Turpentine. .......... wate ectene wigan ilies ae 40, 404 | 6, 200 —34, 204 
Oates. 555 cicaki pak dbiAL tic cl addbancctededeaee 25, 491, 322 | 15, 026, 724 — 10, 464, 598 
Rve NR eee 5, 403, 812 | 3, 232, 301 | —2, 171, 511 
Seeds i ici dithctentndbbbdbbtdactud 1, 689, 032 | 12, 608 —1, 676, 424 
eteiRes OR en ok eukanuennens eens 27, 453, 042 23, 034, 905 | —4, 418, 137 
Soybeans. -_- Bin se einaae nd 656, 118 1, 620, 259 +964, 141 
Total other nonbasic... ....4...--...+.- aie 96, 397, 376 100, 512, 807 | +4, 115, 431 
Rrber anil Grd ook foo dic ccdceeddg..& cntiswatie 168, 488 11, 495, 399 +11, 326, 911 
Total price support program. _...--.-- ede oabnee 2 1, 299, 477, 342 | 2 1, 072, 688, 152 — 226, 789, 190 
Commedity étpent acs. Asst wags nce pean piebeiccé~s 147, 429, 247 | 101, 020, 172 | — 46, 409, 075 
Storage facilities. _._ juicer cic eel kieran all 178, 849 134, 507 | —44, 342 
Supply and foreign purchase... _....- DALLES 1 684, 959 | 1 5, 788, 868 | —5, 103, 909 
Accounts and notes receivable charged off peared 2, 151, 161 1, 740, 501 | — 410, 660 
Administrative and nonadministrative (net) -- ot 36, 964, 536 | 42, 753, 743 | +5, 789, 207 
Inteptet Oxnenee (Ot) nei nines -osdk bd cen cannons | * 274,883,710 | 3 322,876, 206 +47, 992, 496 
Total realized losses (appropriation) ...........-.-| 1, 760,399, 886 | 1, 535,424,413 | —224, 975, 473 

| { 








! Denotes gain. 

It is estimated that storage, handling, processing, transportation and other expenses amounting to 
approximately $708,900,000 and $410,000,000, respectively, were included in the cost value of commodities 
disposed of during the fscal years 1957 and 1858 

' Does not include an estimated $16,800,000 in 1959 and $10,500,000 in 1960 of interest earned by private 
lending agencies on individual notes and regular cotton certificates. 


A minor portion of interest paid private leading agencies was recovered by the Corporation when the 
producers repaid their loans. However, the major part of such interest was capitalized in the cost of com- 
modities acquired by the Corporation in settlement of loans which had not been repaid by the producers 
and on which no interest had been collected because of the nonrecourse mature of these loans. Since com- 
modities in the Corporation’s inventory are generally disposed of on a first-in, first-out basis, interest paid 
ww the lending agencies during the fiscal years 1957 and 1958 would not be reflected in any appreciable amount 
in the realized losses for each of those years. This cost would more normally be included in losses on com- 
inodities to be disposed of in subsequenc years. 
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ComMopiItTy CREDIT CORPORATION 


Summary of major cost elements included in realized losses and gains applicable to 
restoration of capital impairment 


| 
| Fiscal year 
| 








| Increase (+) or 








Item | decrease (—) in 
1959 (1957 im- | 1960 (1958 im- | realized losses 
pairment) pairment) 
ae ciate a 2 ——}- = — cuale 
| 
Realized program loss !: oa 

Storens and henmdiine- ..-..-...2............. onnane| $453, 642,000 | $249, 983, 000 —$203, 659, 000 
Transportation and accessorial __ 255, 303, 000 160, 000, 000 —95, 303, 000 


Commodity costs and other misce Jlaneous ‘program 











a i le nes nae 739, 606, 640 759, 811, 464 _ 20, ), 204, R24 
ae : sca saelialioe: 
Total realized program loss -| 1,448, 551, 640 1, 169, 794, 464 | 97 8, s, 757, 1% 
Administrative and nonadministrs ative “expense (net of 
miscellaneous income) - - - -- ay 36, 964, 536 | 42, 753, 743 | +5, 789, 207 
Interest expense (net of interest income) Recent 274, 883, 710 322, 876, 206 | +4, 992, 496 
Total realized losses___--- Seen ees | 1, 760,399,886 | 1,535,424,413 |  —224, 975,479 


1 Amounts shown for subitems under program loss are estimated because cost values of commodity dis 
positions are reported to Washington by totals only. 


STATUS OF CCC BORROWING AUTHORITY 


Mr. Marsuaty. What is the current status of your borrowing av- 
thority ? 

Mr. Beacu. As of January 31, we had $850 million unused borrow- 
ing authority. We had estimated we would have a little more than 
that, so our requirements are running a little ahead of our estimates, 
which makes this supplemental we have asked for of $1.3 billion—a 
very important matter to us in the near future. 

Mr. McLatn. I’m sure this committee, when you handle this supple- 
mental, under your new arrangement, will be aware of that. 

Mr. M. \RSHALL. The budget indicates that you may submit a supple 
mental of $575 million. Can you explain that? 

Mr. Bracu. Yes, sir. Our projection ahead of the use of our bor- 
rowing power indicates that, based on current budget estimates, we'll 
get down to a margin of only about $251 million available by the end 
of the fiscal year 1960. That is too narrow a margin for comfort. If 
the estimates prove to be wrong, it could easily be that we will have to 
ask for an advanced restoration of capital impairment. This margin 
of $250 million that I speak of is after advanced reimbursement for 
Public Law 480 and other similar costs, so that we would have no other 

recourse except either an increase in the borrowing power itself, or an 
urgent deficiency for restoration of capital impairment, ahead of the 
time it would ordinarily be done. 

The amount of $575 million was placed in the budget because it was 
felt that, based on current projections, that would be ample to take 
us over the period to the end of the fiscal year. 

Mr. Horan. When do you make those determinations that show up 
in the budget ? 

Mr. Bracn. We make those estimates in November and December— 
that is, the final adjustments are made in November and December. 
We actualty start them in July and August. The November crop 
report is the first real basis for an estimate for the year ahead. 

Mr. Marsnary. Did you have anything else? 
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Mr. Beacu. Not with respect to the borrowing power. I can insert 

in the record a projection by months of the use of borrowing power. 
Mr. Marsuary. We'll be glad to have that in the record at this point. 
(The material referred to follows:) 


Status of statutory borrowing authority, 1960 budget (July-December 1958 actual; 
remaining months estimated) 


[Millions of dollars] 























Borrowing authority in use Available for 
i new or 
expanded 
Regular Special Total activities 
activities activities 
Fiscal year 1959: 
July 1958 = a : $8, 856 $1, 367 $10, 223 $4, 277 
ES SS Ree es oe aa aaa 9,012 1, 339 10, 351 4,149 
Septem ber - -- jipedece | 9, 411 1, 692 11, 105 3, 397 
October 9, 887 1, 827 11, 714 2, 786 
November. ..-- bude ‘ 10, 323 | 1, 962 12, 285 2, 215 
December ‘ : | 10, 901 2, 055 12, 956 1, 544 
January 1959 3 ; ‘ 11, 264 2, 110 13, 374 1, 126 
February | 11, 557 2, 235 13, 792 708 
Mareh. -- ‘ 11, 630 | 2, 359 13, 989 511 
April..--- : ‘a : ‘ 11, 735 11,185 12, 920 1, 580 
May | 11, 793 1, 339 13, 132 1, 368 
June... 11, 838 | 1, 644 13, 482 1,018 
Fiscal year 1960: | 
July 1959 Si a= 10, 405 2 406 10, 811 3, 689 
August... 10, 539 | 506 | 11, 045 3, 455 
September - - - | 10, 942 566 11, 508 2, 992 
October ee 11, 299 676 | 11,975 2. 525 
November Pet 11, 616 728 | 12, 344 2, 156 
December-- 12, 024 | 784 | 12, 808 1, 692 
January... | 12, 281 | 930 | 13, 211 1, 289 
February | 12, 608 1, 008 13, 616 | 884 
March é 12, 781 1, 104 | 13, 885 615 
April__. te 312) 245 | 1) 280 13, 525 975 
May aaa 12, 386 1, 406 | 13, 792 708 
June..... juhone 12, 514 | #1, 735 | 14, 249 251 
| 








tAssumes enactment of proposed supplemental appropriation for reimbursement to CCC for costs of 
special activities in fiscal yeai 1958, $1,337,000,000. 

? Assumes appropriation for reimbursement to CCC of costs of special activities in fiscal year 1959, $1,268, 
to be included in the 1960 Appropriation Act. 

4 Assumes enactment of proposed supplemental appropriation for partial restoration of capital impair- 
ment at June 30, 1959, $575,000,000. 

4 Assumes expenditure of $50,000,000 under proposed extension and increase of title I, Public Law 480. 


LIMITATION ON ADMINISTRATIVE Expenses, Commopity CREDIT 
CORPORATION 


Program and financing 


1 


| | | 
| 1958 actual | 1959 estimate | 1960 estimate 


| 
Program by activities: 
Bs TICS SUD DUNE DVOSTOIN « 6 os ncnn enn ccc ccncacccsncccnen<} Qpeeets ae $35, 753, 900 $37, 815, 900 
2. Storage facilities program............-.---------- <a-| 3. OR 28 1, 855, 000 | 1, 855, 000 
4. Commodity export program.... ......-.-...-..s..-... 1, 095, 636 | 1, 265, 000 | 1, 265, 600 
: Cn eee ee Ree a ae 5 eee 
Subtotal. -- SD icauaaae edu c ea basaokGaeeb pes 33, 283,060 | 38, 873, 900 | 40, 935, 900 
4. Special milk program... -- : a cela ciel 592, 275 | 658, 100 658, 100 
Total administrative expenses__. ---- jee ‘ 33, 875, 335 39, 532, 000 41, 594, 000 
Financing: Unobligated balance no longer available... ana 1, 522, 665 535, 000 | 3, 706, 000 
ge tg eee uan owes 35, 398, 000 35, 398, 000 | 45, 300, 000 
Proposed increase in limitation due to— | 
I NN Se Ss el can bl ee | DO Bo ocak cesictrtins 
Increased program volume.- pate bn | ; | 2, 000, 000 | 
ra | . 
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Object classification 





——_. 


1958 actual | 1959 estimate | 1960 estimate 











Total number of permanent positions ; aii a 5, 094 | 5, 071 5, 493 
Full-time equivalent of all other positions__. Seiadaennacnen| 61 | 80 0 
Average number of all employees 4, 285 4, 748 5, 207 
Number of employees at end of year__--- | 4, 273 | 4, 612 5, 077 
Average GS grade and salary___.-....._. ‘ --| 5.9 $4,740 | 6.0 $5,312 | 6.0 $5, 264 
01 Personal services: | 
Permanent positions paeeeS ; -.| $20,399,832 | $23, 623, 889 $25, 306, 810 
Positions other than permanent... alee | 210, 649 | 287, 934 287, 934 
Other personal services ___ : 633, 407 | 618, 576 779, 484 
Total personal services. ---- -- -- Sad | 21,243,888 | 24, 530, 399 26, 374, 228 
02 Travel. ; eats ek ae 846, 155 | 970, 000 1, 017, 00 
03 Transportation of things . | 161, 652 | 175, 000 167, 00 
04 Communication services ‘ i ; ’ : 728, 838 | 794, 000 804, 000 
05 Rents and utility services... ---. j ; 2,761,415 | 4, 456, 000 4, 540, 000 
06 «6Printing and reproduction _- . 997, 668 | 1, 108, 000 1, 113, 000 
07 Other contractual services , 634, 213 | 586, 500 520, 500 
Services performed by other agencies -__. ae 4, 212, 040 | 4, 877, 900 4, 878, 700 
08 Supplies and materials __- ; <ul 1, 004, 417 492, 000 512, 000 
11 Grants, subsidies, and contributions _- ‘ : ; 1, 210, 572 1, 445, 000 1, 554, 000 
13- Refunds, awards, and indemnities_. . 48, 206 57, 000 62. 000 
15 Taxes and assessments : 26, 271 | 40, 201 51, 572 
Total obligations ___- se ; nue ‘ 33, 875, 335 | 39, 532, 000 | 41, 594, 000 


JUSTIFICATION OF THE ESTIMATE 


Mr. MarsHaui. Now, we come to “Administrative expenses.” We'll 
insert page 489 of the justification in the record. This is an increase 
of $5,232,000. 

(The material referred to follows:) 


(b) Administrative erpenses, Commodity Credit Corporation 





Renpnouitation Act; JOGO isis cdsccceion cscrmesasniancnncanannsd $35, 398, 000 
Proposed increase in limitation, 1959: 
I RO a sien sc cigy co Sp os gemn peri apace ee ie 2, 662 000 
For increased program expenses_.._._......_-..--.-.--- desi 2, 000, 900 
eta ianem mania 40, 067, 000 
NIN iss chin rn aglaw ci taw eke same mc ama sii 45, 300, 000 
I aa rk a oe pecanies +5, 233, 000 
Summary of increases, 1960 
Porrcass ik price support Operations.———_.--.. -.-. -.-....---. =. +$2, 062, 000 
Increase to provide a contingency reserve to enable the Corporation 
to meet unforeseeable increase in workload___-._...__----___ +3, 171, 000 
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Project statement 




















Project | 1958 1959 Increase 1960 
(estimated) (estimated) 
= matter een om rae 

1, Price support program.-_...........----- 5 $30, 597,145 | $35,753,900 | +$2,062,000 | $37,815, 900 
9. Storage facilities program...........-..-..-- | 1, 590, 279 BD: inunietrnartengro aise | 1, 855, 000 
3. Commodity export program __-.- ee ree 1, 095, 636 . | See | 1, 265, 000 
4. Special milk program................-..-..-- 592, 275 48 De ree | 658, 100 
Subtotal. - aa . ssadigradah acids | 33, 875, 335 39, 532, 000 +2, 062, 000 41, 594, 000 
Unobligated balance and contingency reserve... 1, 522, 665 1 635, 000 +3, 171, 000 1 3, 706, 000 
Total pay act costs (Public Law 85-462) .....-.. [1, 140, 298} [2, 865, 317] [+126, 278] (2, 991, 595) 
I. © cad aieh s dpvomiuweekemebeaeidan 35, 398, 000 40, 067, 000 +5, 233, 000 | 45, 300, 000 
ee ———$——— 


Proposed increase in limitation due to— | 





Cf ES 9 Sere a eae Sessmneglh el csauddltistetehaaddundiieas — 2, 669, 000 
PeeORSOd DEGNTETR VOMIINS . <6occ ccc cccnecdalenacucacdcotnse — 2, 000, 000 
s ieieslaegitipaicaee  treiiedeeaieaciateeas 
Total limitation or estimate......-..---. 35, 398,000 | 35, 398, 000 | 





1 The limitation Ineludes $535,000 applicable to the $1,000,000 special limitation for sales expansion which it 
is estimated will not be obligated in fiscal years 1959 or 1960. 


Mr. Marsnauy. Can you tell us about this item? 

Mr. Bracn. This item is made up of two parts. One part of it 
is for the increase in program volume, and the other part of it is made 
up of an increase for the contingency reserve, to restore it back to 
the 7-percent level. The latter portion is $3,171,000. That, it is 
anticipated, will not be used if our program volume estimates are 
accurate. It could only be used, as you know, with the approval of 
the Bureau of the Budget. It has been in our administrative expense 
limitation now for a matter of 3 or 4 years. It was inserted by this 
committee. 

BASIS FOR INCREASED COSTS 


Our estimated increase of $2,062,000 for increased workload results 
primarily from the increase in the inventory management problem 
created by the production from this year’s crops, and anticipated crops 
for next year. 

We have, as you know, a detailed system of work measurement and 
production rates for the many different transactions involved in CCC 
field office operations which gives us a reliable basis for estimating 
what it really costs us to do a given volume of business. 

We were able to accomplish an increase of 8 percent in our pro- 
duction rates last year, which means we did 8 percent more units of 
work per man-day than the year before. This saved over $1 million 
in salary costs out of the administrative expense authorization for 
1958. Our budget. estimate is projected at this higher rate. The 
1958 rates were double what they were in 1952. We are proud of that 
record which these commodity officers have made in improving efli- 
cleney, and we believe they will continue to do so. 

This was a minimum estimate, we believe, to get the job done which 
ippears to be ahead of us. 

Mr. MarsHaryu. In your justification, on page 489, you indicated 
that the volume of price support operations in 1960 will be higher 
than for the current fiscal year. 

Mr. Bracu. That is right. The volume of the price support in- 
Vvestment will be up to $10.4 billion at the end of June 1960, as com- 
pared with about $9.1 billion at the end of June 1959. Actually, as 
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of January 31, 1959, it was $9 billion, so it is very close to the June 
30 figure, already. 

The inventories will increase. They will increase about 67 percent 
in the 2-year period. 


BASIS OF BUDGET AND EXPENDITURE ESTIMATES 


Mr. Marswau. This item bothers me again, when we get to think- 
ing about reduced costs, that were submitted in the Bureau of the 
Budget for this committee. It seems that most of these things we 
have been talking about, which you recognize as an expansion of the 
program—at the same time, in the budget, you are talking about a sub- 
stantial figure of reduction. 

Mr. Beacu. As far as the budget figures are concerned, it is not 
an item that is appropriated for the use of the Corporation. The 
only funds made available to the Corporation for its use are restoration 
of capital impairment, which represents its realized losses 2 years 
back, plus the reimbursement for costs that had already occurred on 
Public Law 480 and other similar programs. 

In the overall budget estimates, there is included an estimate of the 
net outlay of Government funds by the CCC during the fiscal year. 
That net outlay is directly affected by the amount of loans, the amount 
of sales, and other transactions, sales, repayments, loans, and pur- 
chases, primarily. It is the net of the outflow of cash versus the in- 
come of cash to the Corporation. That is the figure which is reflected 
in the national budget picture. 

As far as appropriations are concerned, they represent only the 
restoration of capital impairment, and reimbursement for costs of 
special programs, plus the authorization to use capital funds for 
administrative expenses, which is the administrative expense limita- 
tion. 

Mr. Marsnwaty. Thank you, Mr. Beach. That is exactly what I 
expected you to say. 

Now as to a matter of balancing the budget, you have quite a wide 
latitude in the judgment you have in presenting this impairment of 
capital of Commodity Credit. 

Mr. Bracu. No, sir, not impairment of capital. That is a realized 
loss. The same thing is true with respect to reimbursements for 
Public Law 480 and other costs. Those are already realized, recorded 
on the books, and checked out. The latitude only exists in the esti- 
mates in advance of expenditures to be made by the Corporation, 
which are a part of the overall Government expenditures. That lati- 
tude exists only to the extent errors in judgment occur. 

Mr. Marsuatu. Which, in itself, could be quite a wide latitude. 

Mr. Breacu. We have had wide differences in the past, yes. 

Mr. MarsHauu. That is the point we were talking about awhile 
ago in these hearings, the matter of the range of judgment in making 
these estimates. 

Mr. Beacu. We know, for example, that our estimates for the fiscal 
year 1959 at the beginning of this fiscal year were considerably differ- 
ent than what they are now. I am speaking of the estimates of the 
volume of program activity, on which we base our allocation of 
administrative expense. 
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Mr. Marswauu. Now, Mr. Secretary, forgetting all about the matter 
of bookkeeping, and all that sort of thing, i in all likelihood, we are 
going to need to spend more money this coming fiscal year for Com- 
modity Credit operations than we spent in the past. 

Mr. McLain. Are you making that as a statement, or are you 
asking me? 

Mr. Marsuaty. I’m asking you, is that right or wrong? 

Mr. McLain. I don’t think anybody can answer that absolutely, 
Mr. Marshall. 

Mr. Marsuau. Well, let’s take this thing a little bit differently. 
We farmers approach this thing from a different standpoint. All 
indications point to an increase in acreage. Since you have already 
mentioned that some of the acreage reserve, and some of the other 
things, pointed to increased acreages of these crops in price 
support—— 

Mr. McLarn. I put it this way. The acre age not in conservation 
reserve in crops in 1959, will be in something. Since they will not be 
in the acreage reserve, to the extent they are not in the conservation 
reserve, they are going to be planted to crops, that is right. 

Mr. Mansi. Of course, as you mentioned a moment ago, and I 
agreed with you, I thought you were proper in your estimate of yields. 
I'don't disagree with you at all. I think that was a fair way to ap- 
proach that “yield. But using the yields that you used, with an in- 
creased acreage, with not much possibility of expanding this market, 
it means that you will have a carryover in Commodity Credit stocks, 
and a need of taking over more stocks in Commodity Credit, so that 
your costs of operations, because of your increased volumes, will be 
appreciably higher. Now is that correct ? 

Mr. McLarty. We know about what our takeover from the 1958 crop 
is going to be. Regarding the 1959 crop—again, all we can do is, as 
you have indicated, base it on the 38- year average yield the way we 
have, and guess as to what the acreage is going to be. That is what 
we tried to do. 

I think the factor in this that will determine more than any other 
single thing is, again, what the good Lord does with the weather, I 
think the most pessimistic thing you could look at is what will happen 
if we had a crop in 1959 like we had in 1958. If you want to really 
get a pessimistic one from the standpoint of these operations, that 
isthe one you want to look at. 

Mr. Marsnaty. I’m not looking for an optimistic or a pessimistic 
report, either one. I’m trying to measure this thing from some sort 
of judgment factor, and a matter of you and I trying to get this thing 
on a farm-to-farm basis, we might “discuss it and in all likelihood, 
we can’t look forward to any appreciable lowering of costs, regardless 
of what they might be paid this coming year ? 

Mr. McLarn. I think the future is not too bright in this area, Mr. 
Marsh: 6 That is what I would say, with the current statutes we 
have. I don’t disagree with that. 

In the first place, we have learned how to do so many things bet- 
ter, and everything else being equal, I don’t begin to see the end of 
this yield thing. “I don’t care what the Department wants to do, 
yields will probably continue to increase. Mr. Horan knows that 
out in the Northwest you have a wheat out there that will yield over 
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100 bushels an acre. What will happen if you get that all over this 
country ? 

Mr. Horan. The reports I get is that it is millable, and that it isa 
pretty good wheat. There have been other yields, as Dr. Byer! 
pointed out when he was before us, but some of that was not millable, 
It was raised on swampland, and some of it was raised in areas of hi 
rain. But this is supposed to be millable wheat. While there is some 
debate on its quality, it is a real threat. They raised 136 bushels, 
I know that. 

Mr. Sanrance.o. We have such a tremendous amount of wheat 
and corn in our bins and—we heard the representative of El Salvador 
today talking about the poverty in South American countries, | 
don’t know if the administration has thought about giving them some 
of these foods rather than throw away money for big machines to 
build roads which go nowhere. 

Mr. McLain. We have a pretty good report that has just. been 
released on this, that I think is about as good a record at. this time 
as you could ask for on our giveaway programs. We'll be glad to 
make it a matter of record. You haven’t seen it ? 

Mr. Santranceo. I haven’t seen it. I would like to have it in the 
record. 

Mr. Marsnatyi. Without objection, we'll place that in the record at 
this point. 

(The report referred to follows :) 

























U.S. DEPARTMENT OF AGRICULTURE, 
Washington, February 1959. 
The record of achievement for— 


THE “Direct DISTRIBUTION PROGRAM” FOR SURPLUS Foops 
























Great quantities of surplus foods are being provided by the U.S. Department 
of Agriculture, continually and without charge, to people who can put these 
foods to good use. 

Distribution of USDA-donated surplus foods to needy people and to school 
lunches in this country was increased to a total of 558,400,000 pounds in the 
last half of 1958—two-thirds more than the quantity donated during the same 
period a year earlier. 

The tremendous total of 10,919,245,000 pounds of surplus foods has been moved 
into use during the last 614 years through the operation of the district distri- 
bution program. 

Over the years, the Department has administered the direct distribution pro- 
gram to achieve these objectives : 

To move the greatest possible quantity of surplus food into constructive 
outlets ; 

To help States and local communities supplement their own welfare 
assistance programs by offering them surplus foods for donation to needy 
people who can readily use extra supplies of food. 


More food has been distributed 
The increasing emphasis on the constructive use of all available surplus foods 
in recent years is shown in this chronological record of the quantities and the 


costs of surplus foods distributed in this country through the direct distribu 
tion program : 
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Surplus foods distributed in the United States 





Fiseal year Quantity | 





Pounds | 
1953. . .- i simian lat te td mit 161, 100, 000 
1954... 417, 800,.000 

1955... enna eed cece 492. 500, 000 

1956... cheat 789, 100, 000 

Otc on 1, 061, 900, 000 

1958 . 871, 600, 000 

ist half 19 558, 400, 000 113.7 

Total 4,352, 400,000 | ‘1, 161, 700, 000 








More people have benefited 


The Department has offered surplus foods to all States and Territories, and 
the number of people benefiting from these donations has steadily increased : 


Children in Needy | Néedy 
Fiscal year school | personsin | persons in Total 
lunches | institutions | family units 


Rena aes pal ..| 9,300,000 | 1, 300, 000 100,000 | 10, 700, 000 
1954. Ss: _..----| 9, 400, 000 | , 400,000 | 1, 100, 600 11, 900, 000 
1955... ape aJenscnwas] JO anew , 300,000 | 3, 290,000 | 14, 790, 000 
1956 era eekabencnee i 10, 900, 000 , 400, 000 3, 170, 000 15, 470, 000 
1957... - pee snd sc testes , 400,000 | 3, 485, 000 | 785, 000 
1958 ‘ ear re Ok Ee 13, 600, 000 | , 400, 000 4, 665, 000 | 665, 000 
it Mail of 1050... <<. ..<.<<---..- ----| 14,100,000 | 400, 000 5, 230, 000 20, 730, 000 


The State-by-State record of recipients 


The number of persons receiving surplus foods in the “needy persons” cate- 
gory has been increased to the largest total since 1942. Here is the State-by- 
State record of numbers of persons for the latest month reported, December 
1958 : 


Alabama____-_- 131, 571} New Jersey 
Arizona______ 34, 851 | New Mexico 
Arkansas___ 219, 354 | New York 
California 35, 397 
Colorado 25, 429 
Connecticut__- 1, 156 
District of Columbia : 37, 162 
weerera.- 2) =... 42, 135 | Pennsylvania 
i) __—_——a 81, 664 | Puerto Rico 
Indiana 100, 482 | Rhode Island 
Iowa 92,468 | South Carolina 

11, 148 | South Dakota 
Kentucky 254, 377 | Tennessee 
Louisiana____ 137, 713 
Maine__ 51, 891 
Maryland 40, 177 
Massachusetts 3, 609 | Virginia 
Michigan 538, 385 | Washington 
Minnesota 44, 052 | West Virginia 27 
Mississippi 331, 441 | Wisconsin 53, 658 
Missouri__ 87, 862 | Wyoming_ 
Montana______- 8, 386 | Trust Territory 
Nebraska 2,110 
Nevada_ 1, 449 Total 

8, 495 


More surplus foods also donated abroad 


Since obtaining enabling legislation, the Department has also actively worked 
to move large quantities of surplus foods, through donations, to needy persons 
in foreign countries. These donations, through U.S. voluntary agencies in 
Which church organizations play an important part, are made only after all 









18 










requests of eligible recipients in this country have been met. 


The record of 
these surplus food donations follows: 





Surplus foods distributed in foreign countries 





Fiscal year Quantity 
























Pounds 

| SESE er coe eee a Rl ee cache 24, 132, 000 $4, 260, 000 
Nee eee ene es lem napenmncmomaimeeen 183, 938, 000 69, 616, 000 
oe NS ee i sc ane cmeemnioninaniende | 531, 985, 000 197, 195, 000 
Pb othinnidunbiadr ovwetddceresiCsre san whan EEE Oe a ee | 1, 220, 490, 000 302, 488, 000 
Raikes washes tisk dene oubeninil cc a aaa elisa seasons ccelpsovavlerse nates thio | 1, 728, 800, 000 253, 719, 000 
RO cee ee ge eae iG sakes Salton ens ieacccanucceadtcel i, nee 272, 500, 000 
ne each annem aaa kine cou 904, 500, 000 109, 600, 000 

Maas hence a es Bie cadre alia ndatacctihekeaeseicclaae 6, 566, 845, 000 1, 209, 378, 000 


| 





Total distribution—Domestic and foreign 


The record of the quantity and cost of the surplus foods moved to recipients 
in this country and abroad through the direct distribution program is as 
follows: 


Total surplus foods distributed—Domestic and foreign 


6 | 
Fiscal year | Quantity | Cost 


Pounds 


| 

AS a ee i a Lean 185, 232, 000 | $72, 960, 000 
A oe iee 601, 738, 000 | 224, 816, 000 
i 1, 024, 485, 000 | 364, 895, 000 
Rey ite ed a Re a ra ea | 2,009, 590, 000 537, 088, 000 
a I oe ee ea ol eg 2, 790, 700, 000 490, 119, 000 
eg ins ix hoc nop ss LEE Sten wish cs SE ee 457, 900, 000 
I a _| 1,462, 900, 000 223, 300, 000 

ak Be a Bie ee oe ki | 10, 919, 245,000 | 2, 371, 078, 000 























Operation of the program—A proven system 


The high rate of efficiency in the current operation of the direct distribution 
program reflects the experience of 24 years in this field, since such activities 
were first authorized in 1935. Surplus foods acquired by the Department are 
shipped free of charge on request, to distributing agencies in the States. Then 
the State agencies—in the ways they have found best suited to the situation in 
each individual State—distribute the foods to local communities for distribution 
to eligible recipients. 

This method of operation gets the job done and at a minimum of extra cost. 
States and communities hold expenses to the minimum by using State or city 
food handling and transportation facilities and, in some areas, volunteer labor 
is available to further reduce out-of-pocket costs. 


Existing pipeline of foods also aids disaster victims 


This system of direct distribution also establishes a pipeline of surplus 
foods, as they flow regularly to recipients through the Federal-State-local 
channel. This pipeline has proved of great value as a supplier for emergency 
feeding operations that have been set up in the wake of natural disasters. 
During the fiscal year 1958, for example, foods were made quickly available in 
15 areas to aid the victims of floods, heavy snows, tornadoes, storms, fires, and 
a hurricane. A total of 1,400,000 pounds of USDA foods, which cost the 
Government $194,000, was distributed to 70,000 people. 


Cooperative organization makes the program work 

Over the years, the cooperative groups operating the direct distribution pro- 
gram for needy people have grown into a resourceful organization, well trained, 
and widely experienced in achieving results. Nationally, the program is ad- 
ministered in the USDA by the Food Distribution Division of the Agricultural 


Marketing Service. In the States, it is operated by a State-designated agency— 
often the public welfare department. Then, in the counties (and in separate 
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cities and towns) it is handled by a local agency, again often the public welfare 
agency. 

The results accomplished through the direct distribution of surplus foods in 
recent years—and the high level at which this distribution is being carried’ on 
currently—reflect the efficiency of the system now in use. 


Direct distribution also aids marketing 

Operation of the direct distribution program specifically moves the foods that 
are in surplus. Because of its direct approach, it helps moves into use exactly 
those foods for which expanded outlets are needed. By concentrating on the 
surpluses, the program has helped substantially to reduce the inventories of 
yarious foods owned by the Commodity Credit Corporation. In several cases, 


inventories have been completely used up. The program also utilizes those 
foods purchased under surplus removal programs. The record of CCC inventory 
reductions and surplus removal disposals of some typical foods follows 


—_——— 


Quantity dis 
| tributed fiscal 
years 1953- 
1st half, fiscal 

| year 1959 


Current 


Commodity inventory 


OCC—price support: 


Dry beans 

Butter 

Cheese... 

Nonfat dry milk - 

Rice 

Wheat. 

Flour... 

Corn 

Cornmeal.--_- 

Cottonseed oil and shortening 


Surplus removal: 


Beef and beef products 
Pork and pork products 
eetney Wien UES TROUNIED, o.oo. nunieineeenenacrenmnee do-_. 


950, 700, 000 
1, 133, 100, 000 
2, 594, 900, 000 
683, 400, 000 
6, 080, 000 
58, 321, 100 
3, 761, 800 
33, 198, 300 

221, 600, 000 


288, 000, 000 
188, 400, 000 
125, 600, 000 


381, 200, 000 | 





None 

17, 286, 000 
4, 954, 000 
46, 124, 000 
596, 400, 000 


741, 520, 000 


1, 132, 875, 000 
17, 889, 000 
None 


None 
None 


Canned fruits 28, 900, 000 None 
ON UR i cite sae inna wins nec tale Si msaeennepelmeneabd a 44, 500, 000 None 
Lard i. bE 60, 400, 000 None 
Fresh vegetables......... i a a ae ae cee GO. cas 72, 300, 000 None 
Other ; 18, 400, 000 None 





The reduction or, in cases where that has been accomplished, the elimination 
of these surpluses is especially helpful to farmers, as well as to the Government. 
Reducing or eliminating an excess supply cuts down on the depressing pressure 
of storage stocks, and reduces the Government’s costs of acquiring and storing 
surpluses. From the producers’ standpoint, reducing or eliminating the surplus 
cuts down the burdensome, depressing effect on his markets. 

Direct distribution—simple, efficient, effective 

The Department has developed the direct distribution program into a vital, 
effective force that has— 

Sharply reduced Government inventories of some times, especially dairy 
products; 

Made it possible to provide help in the form of surplus removal purchases 
to some foods which are not subject to mandatory price supports, gearing the 
assistance directly to the area and the variety or grade in the distressed 
condition ; 

Made, and is making, billions of pounds of surplus foods available to 
persons who need and can make good use of them. 


Mr. Sanranceto. I think if some of these people in South American 
countries and Asian countries, from what I read, are really in need 
and are clamoring for food and wheat and bread—and this applies 
to the rich Scandanavian countries, where they use one slice of bread 
instead of two to make a sandwich—they would want some help in 
this form rather than dollars. 

I have nothing further, Mr. Chairman. 
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Mr. Marswmatu. Did you have anything you wanted to add, Mr, 
Secretary. 
Mr. McLain. No. 


REIMBURSEMENT TO ComMmoprry CREDIT CORPORATION FOR SPECIAL 
ACTIVITIES 


Mr. Marsuauu. We will now insert pages 507 through 521 in the 
record in connection with the estimate of $1,336,754,811 for reimburse. 


ments to CCC for the cost of various special activities financed through 
CCC, but not related to the price-support program. 
(The pages are as follows:) 


SPECIAL AOTIVITIES—REIMBURSEMENT TO COMMODITY CREDIT CORPORATION FOR 
COSTS OF SPECIAL ACTIVITIES 


PURPOSE STATEMENT 


The funds and facilities of the Commodity Credit Corporation have been 
utilized to carry out surplus-disposal programs and other special activities out- 
side of its regular functions for which the Corporation is authorized to be reim- 
bursed under the following specific legislation: 

1. International Wheat Agreement.—This agreement operates through July 
31, 1959, to provide an assured market for wheat to exporting countries and 
assured supplies of wheat to importing countries, at stable and equitable prices, 

Under authority contained in the International Wheat Agreement Act of 1949, 
as amended (7 U.S.C. 1641-1642), capital funds of Commodity Credit Corpora- 
tion and CCC stocks of wheat are used to pay (a) the difference between the 
prevailing price under the agreement and the domestic market price of wheat, 
and (0) administrative and interest costs. The differential payment for wheat 
exported under the agreement is paid in CCC stocks of wheat, and a cash pay- 
ment is made for flour. The act also authorizes appropriations to reimburse 
the Corporation for costs incurred. 

2. Emergency famine relief to friendly peoples.—Title II of the Agricultural 
Trade Development and Assistance Act of 1954, Public Law 480, as amended 
(7 U.S.C. 1708, 1721-1724), directs the Commodity Credit Corporation to make 
its surplus stocks of agricultural commodities available to the President for 
famine relief and other assistance to friendly nations and populations and to 
pay ocean freight charges through December 31, 1959, and authorizes the ap 
propriation of not more than $800 million to reimburse the Corporation. 

3. Sale of surplus agricultural commodities for foreign currencies.—Title I of 
the Agricultural Trade Development and Assistance Act of 1954, Public Law 
480, as amended (7 U.S.C. 1701-1709), authorizes the President, until December 
31, 1959, to carry out a program for the Sale of surplus agricultural commodities 
for foreign currencies. The act provides that Commodity Credit Corporation 
shall make available for sale to domestic exporters surplus agricultural com- 
modities heretofore or hereafter acquired by the Corporation in the adminis- 
tration of its price-support operations, and shall make funds available to 
finance the sale and exportation of surplus agricultural commodities, whether 
from private stocks or from stocks of the Commodity Credit Corporation. 

The act further provides various specified uses of the foreign currencies by 
any department or agency of the Government and requires reimbursement to 
Commodity Credit Corporation by the agency using such funds if appropriations 
have been made for any of the specified uses. To the extent the Corporation is 
not thus reimbursed by other agencies, the act authorizes appropriations to re- 
imburse Commodity Credit Corporation for its investment in commodities used 
under the act including processing, packaging, transportation and handling 
costs, and for costs incurred in financing the exportation of commodities, and 
limits transactions requiring appropriations to $6.25 billion. 
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4. Transfer of bartered materials to supplemental stockpile.- -Under title I1 
of the Agricultural Act of 1956 (7 U.S.C. 1856) the Corporation is directed to 
transfer strategic and critical materials acquired as a result of barter and ex- 
change of agricultural commodities, other than those acquired for the national 
stockpile or for other purposes, to the supplemental stockpile. Appropriations 
to reimburse the Corporation for the value of materials transferred are author- 
ized by the act. ; 
. Grain for migratory waterfowl.—The act of July 3, 1956 (7 U.S.C. 442-446) 
authorizes the Commodity Credit Corporation to make available to the Secretary 
of the Interior through July 3, 1959, grain from CCC stocks for use as feed for 
migratory waterfowl to prevent crop damage. This act also authorizes the 
appropriation of sums to reimburse the Corporation for its investment in the 
grain. ; , 

6. Animal disease eradication activities—(a) Eradication of vesicular eran- 
thema.—The Department of Agriculture and Farm Credit Administration Ap- 
propriation Acts of 1958 and 1959 authorize the advance of funds from the Com- 
modity Credit Corporation to the Agricultural Research Service to carry out this 
program through June 30, 1959. The Corporation is reimbursed for these ad- 
vances. The 1960 Department estimates propose a direct appropriation to ARS 
for this program. 

(b) Hradication of brucellosis—Section 204(e) of the Agricultural Act of 
194, us amended (7 U.S.C. 397) authorizes the transfer of not to exceed $20 
nillion for fiscal year 1958 of Commodity Credit Corporation funds to the appro- 
priation “Salaries and expenses, Agricultural Research Service, plant and animal 
disease and pest control” for the operation of the accelerated brucellosis pro- 
gram. An appropriation to reimburse the Corporation is authorized by the act. 
seginning in the 1959 fiscal year, a direct appropriation was made to ARS for 
this program, 

7. Grading and classing activities—The Department of Agriculture Appropri- 
ation Act of 1952 (7 US.C. 414a) authorizes transfers of Commodity Credit 
Corporation nonadministrative funds to appropriations available for classing and 
grading agricultural commodities without charge to producers. Transfers are 
made to the Agricultural Marketing Service for classing cotton and grading to- 
bacco not placed under price support loan. The act authorizes appropriation to 


reimburse the Corporation for such transfers, plus interest. 

It is anticipated that a supplemental appropriation of $1,336,754,811 will be 
made in 1959 to reimburse the Corporation for the 1958 costs for these items, and 
an appropriation of $1,268,097.500 is requested in 1960 for 1959 costs as follows: 


Appropriated funds: 

1. International Wheat Agreement. ___- ‘ 

. Emergency famine relief to friendly peoples et 

3. Sales of surplus agricultural commodities for foreign currencies 
Transfer of bartered materials to supplemental stockpile. 

5. Grain for migratory waterfowl ; 

}. Animal disease eradication activities 

. Grading and classing activities. 


Total 


—_—_——_. 


Anticipated 
supplemental 
appropriation, 
1959 (1958 costs) 


$80, 800, 000 
119, 270, 000 

1, 033, 515, 000 
82, 250, 335 
1d, 506 

19, 390, 100 

1, 510, 870 


1, 336, 754, 811 








Appropriation, 
1960 (1959 esti- 
mated costs) 


$63, 875, 000 
14, 508, 000 
968, 016, 000 
129, 000, 000 
35, 000 

1, 056, 500 

1, 607, 000 


1, 268, 097, 500 


Se 
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Reimbursement to Commodity Credit Corporation for costs of special activities 


Appropriation act, 1959 
Proposed supplemental, 1959.--~- sdiaieiiasita esa amave dinbiiaa mines eciaopemmniietin $1, 


Base for 1960 396, 754, 811 
Budget estimate, 1960 268, 097, 500 


Decrease —68, 657, ‘311 


Project statement 


Project 1958 1959 Increase (+) or 
(estimated) decrease (—) 


| 1960 Belgi 
| (estimated) Boliv 
- | Costa 
Ceylc 
Cuba 
$63, 875, 000 Denn 
Domi 

| 


104, 508, 000 Eoua 


Reimbursement to CCC for: 
1. International Wheat Agreement__. $182, 926, 942 $80, 800, 000 —$16, 925, 000 


2. Emergency famine relief to friendly ws ce one ie 90. 000 14, 762, 000 
220, 244, 906 , 2/0, - 16. 


3. Sales of surplus agricultural com- El Sa 
modities for foreign currencies - - 1, 927, 841, 000 1, 033, 515, 000 —65, 499, 000 968, 016, 000 Germ 

4. Transfer of bartered materials to Greec 
supplemental stockpile - 218, 946, 145 82, 250, 335 +46, 749, 665 Guat 

. Grain for migratory waterfow] feed - 4, 609 18, 506 +16, 494 35, Haiti 

6. Advances to Agricultural Research Hond 
Service for: Icelan 

(a) Eradication of vesicular ex- India 
anthema of swine- 3, 244, 581 | 1, 280, 900 — 224, 400 Indon 

(6) Eradication of brucellosis... 34, 275, 861 18, 109, 200 —18, 109, 200 Irelan 

. Advances to Agricultural Market- Israel 

ing Service for advances for class- ie Italy. 

ing cotton and grading tobacco... 1, 209, 003 , 510, 870 +96, 130 Japan 
Unobligated balance 3, 632 Jordat 
| : ——e Korea 

Total available or estimate......... 2, 588, 696, 679 1, 336, 754, 811 — 68, 657, 311 38, OF Lebar 

Liber! 
Mexic 
Nethe 
Nicart 
Norw: 
New 7 
Panan 
Peru.. 
Philip 
Portus 
Saudi 
Swede 
Switze 
Union 
Vatica 
Venez 
Yugos 
Unide: 


’ 


Admir 


r 


Interes 








Int 
the e 
progy 
patec 
aceru 
costs, 
1958 
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U. S. Depart ENT OF AGRICULTURE—COMMODITY STABILIZATION SERVICE 
Wheat and wheat flour (bushel equivalent) exported from the United States pursuant 
to the terms of the International Wheat Agreement 


Fiscal year 1959 anticipated supple- | 1960 budget estimate (1959 estimated 
mental (1958 costs) costs) 


ee 


Importing country | | 
Average | Average 
Bushels | Amount due | cost to Bushels | Amount due! cost to 
CCC CCC per CCC CCC per 
bushel | | bushel 
| } } 


— - ——- 





| | 

I a wiles Sark ba elie 1, 768, 476 $1, 517, 507 $0. 86 1, 757,.000 | $1, 216, 000 $0, 69 
Bolivia : . 1, 080, 872 | 993, 067 . 92 1, 074, 000 795, 000 | 74 
Costa Rica_--- : 1, 016, 461 859, 531 . 85 1, 010, 000 688, 000 . 68 
Ceylon... .. 17, 207 12, 906 .75 17, 000 10, 000 | 

Cuba. ao aint 8, 127, 476 7, 143, 680 . 88 8, 073, 000 5, 723, 000 
Denmark i , 090, 789 | 699, 004 | . 64 1, 084, 000 | 560, 000 
Dominican Republic._..--| 5, 502 614, 335 . 87 | 701, 000 | 492, 000 
Ecuador... : 514, | 320, 352 62 510, 000 257, 000 
El Salvador... -.--.-- 558 | 613, 353 . 86 705, 000 491, 000 
Germany. 22, , 533 | 16, 368, 995 74 | 22, 005, 000 , 113, 000 
Greece. inte ‘ ; 550, 8% 457, 211 | . 83 547, 000 366, 000 
Guatemala... | , 503, 546 1, 065, 255 | a , 493, 000 | 853, 000 
a ha ig = 1, 738, 980 | 1, 476, 502 . 85 , 727, 000 , 183, 000 
Honduras... : 313, 6 | 237, 274 . 76 312, 000 | 190, 000 
Iceland. . . 23, 20, 245 86 23, 000 16, 000 
India . , 290, 050 | 4, 244, 512 | . 58 7, 242, 000 3, 400, 000 
Indonesia- , 156 160, 220 | . 86 186, 000 128, 000 
Ireland . . wi | 364, 762 207, 919 .o7 362 000 167, 000 
Israel. < : , 694, 650 | 2, 860, 535 61 , 663, 000 | , 292, 000 | 
Italy... pete 350, 000 196, 000 | . 56 | 348, 000 157, 000 
Japan......-. 24, 917, 678 17, 432, 086 70 24, 752, 000 | 3, 965, 000 
Jordan _. 52, 359 44, 505 | 85 | 52, 000 | 36, 000 
Korea_-.-- 203, 840 | 114, 150 . 56 203, 000 | 91, 000 
Lebanon _. : * 5, 505 5, 507 | ; 5, 000 4, 000 
Liberia. ....- s, 107 43, 862 ; 48, 000 | 35, 000 
RE ee ae 7, 671 | 67, 072 .f 117, 000 54, 000 | 
Netherlands Seuaneneeed 9, 355, 178 7, 679, 039 83 9, 293, 000 5, 152, 000 
SS bos ceomecaue 254, 803 231, 862 253, 000 186, 000 | 
Norway A scasiasn ste mel , 587, 049 1, 289, 808 7 , 576, 000 , 033, 000 | 
New Zealand - --- oi 145, 961 | 83, 198 | if 145, 000 67, 000 
Panama agua 634, 152 | 571, 443 90 | 630, 000 458, 000 
Peru..._.. akhawene , 309, 868 802, 852 61 | , 301, 000 643, 000 
Philippines 3, 391, 779 3, 076, 154 a 3, 369, 000 | , 464, 000 
Portugal. ; 652, 157 502, 566 ; 648, 000 403, 000 
Saudi Arabia. — 762, 635 493, 841 . 6 757, 000 396, 000 
Sweden ee 3, 886 | 3, 670 | = 4, 000 3, 000 
Switzerland 337, 003 s 335, 000 151, 000 
Union of South Africa. --.| 443, 676 248, 458 ‘ 441, 000 | 199, 000 
Vatican City e 854, 380 527, £ . 62 | 849, 000 | 423, 000 
Venezuela 2 , 323, 029 3, 773, 214 and 4, 295, 000 3, 023, 000 | 
TEINYID aco cunassoucws , 101, 573 1, 624, 791 ; 2, 088, 000 | , 302, 000 
Unidentified collections.--|--- —302, 790 ee ears a 

















Total payments. --.| 5 | 78, 569, 976 -74 | 105, 000, 000 63, 185, 000 
Administrative cost.....-- 157, 444 |_- <avaleg thabeeinte cael 215, 000 





Total program cost -|---- --| 78, 727, 420 | ‘ 63, 400, 000 | 
NON dint ooo aaneene 2, 072, 580 .02 |.- 475, 000 | 


Total estimate | 80, 800, G00 | .76 | 105, 000, 000 63, 875, 000 | 





Interest expense.—The 1960 estimate of $475,000 reflects interest accruing to 
the estimated recovery in July 1960 at a rate of 1% percent per annum on 1959 
program costs, a decrease of $1,597,580 below the $2,072,580 in the 1959 antici- 
pated supplemental. The latter amount is composed of $1,174,190, interest 
accrued at a range between 3.535 percent and 3.373 percent per annum on 1958 
costs, and $898,390, interest accruing at 1% percent per annum on unrecovered 
1958 costs for 9 months in 1959 to the anticipated date of recovery. 
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(2?) Emergency famine relief to friendly peoples 
A decrease of $14,762,000 for 1959 costs compared with 1958 costs as follows: 


| 1959 | 1960 budget | 
| anticipated estimate (1959) Decrease (—) 
[i958 costs) estimated | 


| 
(1958 costs) | costs) 
| 


Program costs oo o--e-e---------------| $116, 001,011 | $103, 730,000 | —$12, 271,011 
Interest expense : one ; 3, 268, 989 | 778, 000 —2, 490, 989 
Total estimate ; aioe 119, 270, 000 104, 508, 000 — 14, 762, 000 

| | 





Program costs—The 1960 estimate reflects (a) the Corporation's investment 
of $63,399,500 in commodities delivered compared with $88,102,981 in 1959, a 


decrease of $24,708,481; (b) ocean freight charges to point of entry abroad on 
such commodities of $10,486,000 compared with $7,149,499 in 1959, an increase 
of $3,336,501; and (c) ocean freight charges authorized by the Agricultural Act 


Agricultural Act of 1949 of $29,844,500, compared with $20,748,531 on donations 
of $ 54,331,534 in 1959, an increase of $9,095,969. Following is a breakdown of 
costs by commodity : 


1959 anticipated supple- | 1960 budget estimate 
Unit of mental (1958 costs) (1959 estimated costs) 
measure . 


| Quantity Amount Quantity | Amount 


Cotton, extra long staple Bale | -==| nad 
Cotton, vpland | cones 26, 593 | $5,101,001 | 25, 000 $3, 600, 000 
Better Povnd 311, 670 | 204, 813 | ; 
Bvtter oil do_. | se ; Pi : 
Cheese do 7,379, 760 | 3,183,944 1, 500, 000 | 582, 000 
Milk, dried do_____| 39,164,250 | 7,313,917 | 30,000,000 | 4, 590, 000 
Barley Bnshel 295, 570, 3°9 | 
Beans, dry edible_. | Hrn- | 15, 242 | 124, 695 | 
dred- 
weight. 
Corn _. Brshel 
Cornmeal . Pownd..} 
Grain sorghums. -. | Hrn- 
dred- 
weight. | | 
Rice, milled __- ‘i do 479,605 | 5,036, 700 | 600, 000 
Rye flo-r_- _.| Pownd_.- octal * 
Wheat ; : __.| Bushel_ | 16, 229, 233 | 35,493,270 | 10, 500, 000 
weet Ber 3c - Wace rea | Pond. _}146, 440, 840 2, 936, 458 | 24, 250, 000 
Cottonseed oil, refined __- pace |___do 


50,000 | 415, 000 


915,335 | 2,000, 000 
, 242, 479 | nce 15 
__..| 560, 000 


Total, commodity cost - -- : | ep 88, 102, 981 
Ocean freight on above commodities. | 7, 149, 499 
Ocean freight on commodities donated under , 748, 531 | 

sec. 416, Agricultural Act of 1949. | 





Total, program €ost _ __ : a cucecn one fhh6; Ol, O11 |. 
Interest = weak 3, 268, 989 | 


Total estimate 











-|119, 270, 000 





Interest, e~pense.—The 1960 estimate of $778,000 reflects interest accruing to 
the estimated recovery in July 1960 at a rate of 1% percent per annum on 1959 
program costs, a decrease of $2,490,989 below the $3,268,989 in the 1959 antici- 
pated supplemental. The latter amount is composed of $1,942,887, interest 
accrued at a range between 3.535 percent and 3.373 percent per annum on 1958 
costs, and $1,326,102, interest accruing at 144 percent per annum on unrecovered 
1958 costs for 9 months in 1959 to the anticipated date of recovery. 
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(3) Sales of surplus agricultural commodities for foreign currencies 
A decrease of $65,499,000 in 1959 costs pemageren with 1958 costs, as follows: 


1959 anticipated| 1960 budget | 

supplemental | estimate (1959 | Increase (+) or 

(1958 costs) | estimated decrease (—) 
| costs) 
| 
Costs: 
Program costs- - -- ; ae ae $1, 089, 007, 674 | $1, 100, 000, 000 +$10, 992, 326 
Interest expense dda ed bi 67, 208, 237 9, 352, 075 | — 57, 856, 162 
Unrecovered prior years’ costs. - - - iaeeakeiaties 86, 780, 362 137, 967, 045 + 51, 186, 683 


Subtotal ict ‘eenk EO 2, 996, 273 | 1,247, 319, 120 +4 322, 847 


Reimbursements: 
In dollars 5 hie 71, 514, 228 72, 239, 166 | _+74, 938 
In future years: 
Dollars Fe Oe eel Break 64, 280, 501 | 72, 091, 000 +7, 810, 499 
Military housing rental a 87, 419, 544 147, 228, 432 | +59, 808, 888 
Less provision for loss on exchange rates - | —13, 733, 000 | —12, 255, 478 +1, 477, 522 








Net recovery in future years. - _...-| 187, 967,045 53,954 | +60, 096, 909 


Total reimbursements. . - ae 209, 481, 273 +69, 821, 847 


or 
|= Ede 
Total estimate -------| 1,033, 515,000 | 968, 016, 000 =| —65, 499, 000 





Program costs.—The 1960 estimate reflects (a) the cost value of commodities 
delivered from the Corporation’s stocks of $301,442,250 compared with $534,- 
256,189 in the 1959 anticipated supplemental, a decrease of $232,813,939; and 
(b) occan fre’'ght on such commoaities and the cost of financing the sale of 
commodities from private stocks of $798,557,750 compared with $554,751,485, an 
increase of $243,806,265. Following is a breakdown of costs of commodity 
_ able to deliveries from CCC stocks: 


1959 anticipated supple- 1960 budget estimate (1959 
mental (1958 costs) | estimated vosts) 
Unit of measure |_ 


| 


Quantity | Amount Quantity | Amount 


? 
Cotton, upland Bale ee 896, 855 $166, 653, 206 500, 000 $72, 000, 000 
Cotton, extra long staple. -_|.... do_.-...--|_.- ssi ata ; 25, 000 | 7, 247, 250 
Butter and butter prod- | Pound --| 22,707,374 | 14, 530, 600 17, 000, 000 10, 217, 000 
ucts 
Cheese ieee id eae SM - | 9, 551, 236 | 3, 817, 862 2,000, 000 | 776, 000 
Milk, dried_. was away ale sae do .| , 610, 803 9, 989, 887 65, 000, 000 | 
Barley Bushel A 13, 688, 009 21, 287, 808 5, 000, 000 
Beans, dry edible__- Hundred- | : 
weight. | | 
Corn carole Bushel_---_- 16, 625, 825 47, 587, 332 3, 900, 000 | 
Flaxseed sca haiaeatintibe . do ini 28 351 102.835 |__.- ase 
Grain sorghums...........| Hundred- 2, 612, 659 8, 496, 247 | 2, 240, 000 7, 520, 000 
| weight. 
| 929, 859 1, 000, 000 1, 370, 000 
de io eS eek eens ct “ae 1, 548, 000 
Hundred- 4, 657, 911 47, 535, 091 , 100, 11, 550, 000 
| weight. | 
Rice, rough } do 192, 701 
Wheat and wheat flour....| Bushel | 60, 856, 782 | 212, 411. 684 | 
Cottonseed oil, refined... -| 
Linseed oil 





Total CCC stocks. -- wa 534, 256, 189 | 301, 442, 250 

Private stocks, ocean|_--- 554, 751, 485 798, 557, 750 
transportation and other | | 

costs, 








1, 089, 007, 674 | _...| 1,100,000, 000 
| 





Interest expense—The 1960 estimate of $9,352,075 reflects interest accruing 
to the estimated recovery in July 1960 on fiscal year 1959 program costs at the 
rate of 144 percent per annum, a decrease of $57,856,162 below $67,208,237, the 
anticipated 1959 supplemental. The latter amount is composed of $16,903,199, 
interest on fiscal year 1958 costs plus $38,807,113, interest on unrestored prior 
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years’ costs, accrued at a range between 3.535 percent and 3.373 percent per 
annum, and $11,497,925 interest for 9 months in fiscal year 1959 to the antici- 
pated date of recovery accruing at the rate of 14%4 percent per annum. 

Unrecovered prior years’ costs—In computing the amount of appropriations, 
a deduction is made for estimated cash value of foreign currencies to be received 
in subsequent years from Treasury sales of foreign currencies used by other 
agencies and amounts due from Defense Department from rental receipts from 
military family housing constructed abroad and paid for by foreign currencies, 
These estimates are based on allocations of the foreign currencies made by the 
Bureau of the Budget as of the end of a particular year. Each year a new esti- 
mate is made of future recoveries and the unrecovered amount from the preced- 
ing year is included in the current years’ appropriation. 

Reimbursements in dollars.—The 1960 budget estimate of $72,239,166 repre 
sents the dollars estimated to be received in the current year by the Corporation 
from Treasury sales of foreign currencies to other Government agencies and 
from net rental receipts from the Defense Department for military family hous- 
ing. This compares with similar collections of $71,514,228 in the preceding 
year, an increase of $724,938. 


Reimbursements in future years.— 


Dollars: The estimate of $59,835,522 represents net amounts recoverable in 
future years, after provision for exchange losses, for the dollar value of curren- 
cies to be purchased from the Treasury by other agencies in subsequent years. 
This amount compares with $50,547,501 in the preceding year, an increase of 
$9,288,021. 

Military housing rental: The estimate of $147,228,432 represents amounts 
recoverable in future years from net rental receipts from the Defense Depart- 
ment on military family housing. This amount compares with $87,419,544 in the 
preceding year, an increase of $59,808,888. 


(4) Transfer of strategic and critical materials to the supplemental stockpile 


The 1960 budget estimate of $129 million represents the value of the strategic 
and critical materials acquired by Commodity Credit Corporation by barter of 
agricultural commodities which were transferred to the supplemental stockpile 
during fiscal year 1959. This compares with similar transfers in the preceding 
year of $82,250,335, an increase of $46,749,665. Following is a listing of the costs 
of materials transferred in 1958, compared with the estimated 1959 costs: 


\1959 anticipated) 1960 budget 
Material supplemental | estimate (1959 
(1958 costs) jestimated costs) 


| 


Abrasive crude aluminum oxide---- $5, 991, 660 
Antimony metal _ -.- ; boii batiptaaloagipekinas sande 1, 854, 658 | 
Asbestos chrysolite -__- are ketooe Gon Se stnacge 628, 356 
Bauxite ; E seeenceee Siesmnre sane < < 1, 252, 197 
Cadmium. tae ie ack a s aon 2, 240, 720 | 
Chrome ore. ee iets a cael a aetna abal Secarmiaaam anigiead oes ol - ae : 
Ne Ne ake (bale CSeSR MAGN Mane eieecunaewende 3, 431, 177 
Cobalt ae Fae eee occas ae nase aidatd acon 1, 818, 977 
Crude iodine - - SE Ae eee Eek ee ee ote Sarak 230, 509 
Exothermic chromium metal-.---_------ 3 Seem a : 849, 803 |.....- angi 
Ferrochromium-silicon cam Saad 2, 934, 765 20, 000, 000 
Ferromanganese.. - ee eee ea See ctoalcg ke ail 21, 894, 907 7, 000, 000 
Electrolytic nanganese-_-- - Bei are Ex sk etn sabe 2, 161, 677 decom 
Fluorspar ecient. : a Sawin ‘ 3, 750, 135 6, 000, 000 
Lead _- : imine eae baoawat ‘ ; 9, 463, 614 
Manganese ore. _____-- Ee Bee Rijeons aoe nes sot eee 873, 652 
Mercury ea a ieee eer acca Sad 
Palladium. See eS eee 479, 674 
Quartz crystals pies 

Rare earths___- 

Ruthenium. -_- 

Selenium By Sa 5 the ate - See SE ee ; 
I Se ene er era ok el aoa. wh een cabeadkp ebb otuawoule 970, 026 
Titanium sponge. ak ieee : trae ‘ 13, 877, O11 
ek: ar ler  ada ands Lina higphdinierhiinsedenen ase nntardilemeannanreractaans me 7,070, 738 








Total 


TT 
- 





$3: $81 i: si 
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(5) Grain for migatory waterfowl feed 

The 1960 estimate reflects $35,000, the cost value of 400 tons of grain trans- 
ferred during fiscal year 1959 to the Secretary of the Interior for use to pre- 
vent crop damage by migratory waterfowl, an increase of $16,494 over the 1959 
anticipated supplemental of $18,506 for 260 tons of grain transferred. 


(6) Bradication of vesicular exranthema 


The Department of Agriculture and Farm Credit Administration Appropria- 
tion Acts of 1958 and 1959 authorized the advance of funds from the Commodity 
Credit Corporation to the Agricultural Research Service to carry out a program 
for eradication of vesicular exanthema of swine. Indebtedness to the CCC 
for the 1959 costs of carrying out this program was $224,400 less than for the 
1958 costs, as indicated below: 


1959 anticipated| 1960 budget 
supplemental | estimate (1959 
(1958 costs) estimated costs) 


Operating funds available--. . $1, 258, 044 1 $1, 077, 000 
pennroprls ition of prior year balanees.. bie stilts = ene —44, 261 ‘ 5 
Unobligated balance--.---- ee oe eee 29, 625 


Advanced from CCC 1, 243, 408 1, 047, 375 
Interest costs 37, 492 9, 125 


} 


cia a a re | 1, 280, 900 1, 056, 500 


1 Includes supplemental estimate of $77,000 for additional advance from CCC for increased pay costs pur- 
suant to Public Law 85-462. 


The 1960 budget estimates propose a direct appropriation to the Agricultural 
Research Service for this program. 


(7) Bradication of brucellosis 
A decrease of $18,109,200, as follows: 


1 1959 | 1960 budget | 
anticipated |estimate (1959) Decrease (—) 
jsupplemental) estimated 

(1958 costs) costs) 





Eradication of brucellosis. .- $18, 109, 200 | ht ee eed ; | $18, 109, 200 


Section 204(e) of title II of the Agricultural Act of 1954 (Public Law 65 
approved August 28, 1954), as amended by Public Law 465, approved April 2, 
1956, provided for the transfer of not to exceed $20 million for 1958 from funds 
available to the Commodity Credit Corporation to the appropriation “Salaries 
and expenses, Agricultural Research Service, plant and animal disease and pest 
control” for the operation of the accelerated brucellosis program. Pursuant to 
this authorization, indebtedness to Commodity Credit Corporation for the 
operation of this program was incurred as follows: 

1958 costs 
Operating funds ; $14, 654, 159 
Indemnity payments 3, 211, 095 


Subtotal 17, 865, 254 
Unrestored balance, 1957 interest 16, 814 
Estimated interest to Mar. 31, 1959 


Appropriation required to reimburse Commodity Credit Cor- 
poration 18, 109, 200 


The Department of Agriculture and Farm Credit Administration Appro- 
priation Act, 1959, provided a direct appropriation to Agricultural Research 
Service of $20 million for brucellosis eradication, for financing the program in 
lieu of using advances from CCC. Consequently, no appropriation is required 
in the fiscal year 1960 to reimburse CCC for the costs of the 1959 program. 
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(8) Classing cotton and grading tobacco 
An increase of $96,130, as follows: 





1959 1960 budget 
anticipated jestimate (1959) Increase (+) 
supplemental] estimated 
(1958 costs) costs) 


















OClassing cotton and grading tobacco..._.....-...- yascn dane $1, 510, 870 $1, 607, 000 +$96, 130 


———» 


Under the Smith-Doxey Act of 1937, farmers organized to promote improve 
ment of cotton are eligible for free classing service. Under the Tobacco Inspec. 
tion Act of 1935 tobacco producers selling tobacco at designated auction markets 
are eligible for free inspection and grading service. The class of cotton or the 
grade of tobacco placed on the commodity by a Federal cotton classer or a Fed- 
eral tobacco inspector is accepted as evidence of quality when producers place 
their commodities under loan or offer them for sale to the Commodity Credit 
Corporation. 

If these programs are to operate effectively and to be of maximum benefit to 
producers, it is necessary to maintain (a) a force of tobacco inspectors large 
enou: h to grade the tobacco on all auction floors prior to sale, and (b) a cotton 
elassing organization which is capable of getting classification returns to pro- 
ducers promptly. 

Based upon information now available, the demand for these services in fiscal 
1959 is expected to exceed that which can be provided from available appropria- 
tions and other anticipated funds. In order to insure a prompt efficient service, 
funds are expected to be advanced from Commodity Credit Corporation under 
authority contained in the Department of Agriculture Appropriation Act, 1952. 

Portion of funds to be advanced in 1959 must be repaid.—A total of $2,925,100 
is expected to be advanced from Commodity Credit Corporation for the classing 
and grading work. The portion of this amount which is attributable to the cost 
of classing or grading cotton and tobacco expected to be placed under price sup- 
port will be borne by the Commodity Credit Corporation. Therefore, this appro- 
priation estimate represents the net amount estimated to be needed for provid- 
ing these services for the quantities not going under loan, plus interest. 

The basis for the amount requested for reimbursement in fiscal 1960 including 
interest is as follows: 
Cotton: 

Estimated total number of classings to be made by Federal 
employees 



































Estimated cost of these classings_._____ th Ae ES et tie Seer e $3, 883, 250 
Aware eonb DepsCinembe. ii. a sob acs bed cents__ 22. 19 
Estimated total bales classed under Smith-Doxey Act going 

under loan 5 






Metimated egewencn fate OOCs~ o65 6 cc es sh ee $1, 944, 000 
Less: Estimated cost of classing loan cotton (5,000,000 
NOR givers re RSS ee EES ee Sa 1, 109, 500 








I I a a ae 834, 00 






















Tobacco : 
Estimated total quantity of tobacco to be inspected and 
eraney G6 GUCTION NISTEC(S...... WK .cwdemeucwe pounds__ 1, 632, 034, 000 
Estimated cost of tobacco inspection at designated markets__ $2, 864, 000 
Estimated quantity expected to be placed under loan 
pounds... 127, 000, 000 


Percent of total value expected to be entering loan 7. 44 


IRR NU REE TDESIS ONS 0 a en $981, 100 
Less: Estimated cost of inspecting loan tobacco (7.44 percent of 
IN fae eects keen eee eee oe cemsnionmmnee 213, 000 





en ae ecaccccsceenp-cpencrminnmniash 768, 100 








ie rho Coo 


cs 
~~ 


Total amount to be repaid : 
Cotton 834, 500 
768, 100 


Interest 


Appropriation estimate, 1960 1, 607, 000 


Mr. Marswauu. Are there any further statements or questions on 
this matter? If not, we would like to thank you for your appearance 
before this committee. 

Mr. McLain. We appreciate your courtesy, Mr. Marshall. 

Mr. Marsuauy. Thank you. 

The subcommittee will stand in adjournment. 


Tuurspay, Marcu 12, 1959. 
FEDERAL CROP INSURANCE CORPORATION 
WITNESSES 


MARVIN L. McLAIN, ASSISTANT SECRETARY OF AGRICULTURE 

F. N. McCARTNEY, MANAGER, FEDERAL CROP INSURANCE COR- 
PORATION 

C, A. FRETTS, ASSISTANT MANAGER, FEDERAL CROP INSURANCE 
CORPORATION 

E. H. NIKKEL, DIRECTOR, SALES AND SERVICING DIVISION, FED- 
ERAL CROP INSURANCE CORPORATION 

G. E. EVANS, DIRECTOR, FINANCE DIVISION, FEDERAL CROP IN- 
SURANCE CORPORATION 

M. E. COLBY, DIRECTOR, UNDERWRITING DIVISION, FEDERAL 
CROP INSURANCE CORPORATION 

J. P. SKEFFINGTON, CHIEF, BUDGET BRANCH, FEDERAL CROP 
INSURANCE CORPORATION 

LEE A. DASHNER, DEPUTY DIRECTOR OF FINANCE, AND BUDGET 
OFFICER, DEPARTMENT OF AGRICULTURE 


OPERATING AND ADMINISTRATIVE EXPENSES 


Program and financing 


1958 actual | 1959 estimate | 1960 estimate 


Program by activities: 
1. Underwriting and actuarial analysis .--......-....-. $806, 953 $944, 000 | $1, 004, 000 

2. Contract sales and servicing-- patamibatanee 4, 824, 333 | 4, 783, 000 | 4, 577, 000 

3. Crop inspections and loss adjustments... -..-...-------- 742, 193 649, 700 | 795, 700 
Total program costs ! 6 373, 479 | 6, 376, 700 6, 376, 700 

4. Relation of costs to obligations: Obligations incurred 


for costs of other years (unpaid undelivered orders), | | 


| 
| 
} 
| 
| 


Total program (obligations) _ 6,376, 700 | 6, 376, 700 | 6, 376, 700 


ee is Se die ach was hace ouie --| 3, 221 | 
\-- aa 
r 
| 
| 


Financing: 
Appropriation (new obligational authority) -- 6, 376, 700 | 3, 376, 700 | 6, 376, 700 


Ctteticiaeennetieens - ite 


Includes capital outlay as follows: 1958, $52,719; 1959, $47,000; 1960, $47,000. 
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Object classification 









































a tatiana ciple 
| 1958 actual | 1959 estimate | 1960 estimate 
| 

Total number of permanent positions. ----..........--..---- 596 | 599 600 
Full-time equivalent of all other positions... 184 291 258 
Average number of all employees. -...----.--------------- 686 806 795 
Number of employees at end of year. ...-------------.------- 736 | 72 872 
Awerens GS grede ond salary. << ..<-- 22-66 w.- pon cccccccces 5. 6 ‘$4, 637 | 5.9 $5,244 5. $5. 276 26 
—=—==a —S—S—S——SSS Ses 

01 Personal services: 
PG I ee cknnncticcsessnnssodesees 2, 540, 967 $2, 807, 964 $2, 935, 248 
Positions other than permanent- sdpeuamccbeea mids tivtaibint 730, 241 1, 197, 340 1, 056, 565 
Other personal services. ......--------- soWtosetcntess 9, 212 10, 851 21, 142 
‘Total paeraoial Serviods.... - -... 6.25522 -n scene 3, 280, 420 4,016, 155 4, 012, 955 
02 «Travel spa eee ean mcmama aetae 856, 223 1, 081, 400 1, 131, 200 
03 Transportation of things doco heiaial rks Lodvdipwewetasee 13, 853 20, 800 20, 800 
04 Communication services. pi MebetedcnbbeadLéaswwcnnaak 174, 981 214, 600 214, 60 
05 Rents and utility services... io ia etl dl 201, 272 | 135, 000 135, 000 
06 Printing and reproduction - -_. dliniataie aiakinn bathing Wiha See 88, 005 | 100, 000 100, 000 
07 Other contractual services. .....----------- paaeasts 32, 036 50, 700 50, 700 
Agents’ commissions_. sagen pret ee aS 1, 376, 947 | 365, 745 313, 745 
Services performed by other r agencies.. ated i iena ee aitaets 60, 530 | 65, 500 65, 500 
08 Supplies and materials.. Shon apes 56, 079 62, 000 | 62, 000 
i eS no ee ee uduanaptdereding’s 59, 819 | 50, 000 50, 000 
11 Grants, subsidies, and contributions_- 154, 892 183, 300 192, 000 
13 Refunds, awards, and indemnities-.-.--~--- pale 4,170 5, 000 5, 000 
15 Taxes and LEA ETE ES AGES SORT ee pe 17, 473 | 26, 500 23, 200 
aici cnaesccbtacesainns 6, 376, 700 6, 376, 700 | 6, 376, 700 





Mr. Wurrren. The committee will be in order. We have with us 
today witnesses from the Federal Crop Insurance Corporation. 


JUSTIFICATION OF THE EstTiMATE 


I would like to have pages 262 and 264 of the justifications inserted 


in the record at this point. 
(The material referred to follows :) 


PuRPOsSE STATEMENT 


The Federal Crop Insurance Corporation is a wholly owned Government Cor- 
poration created February 16, 1988 (7 U.S.C. 1501), to carry out the Federal 
Crop Insurance Act. The purpose of this act is to promote the national welfare 
by improving the economic stability of agriculture through a sound ‘system of 
crop insurance and providing the means for research and experience helpful in 
devising and establishing such insurance. 

Crop insurance offered to agricultural producers by the Corporation provides 
protection from losses caused by unavoidable natural hazards, such as insect 
and wildlife damage, plant diseases, fire, drought, flood, wind, and other weather 
conditions. It does not indemnify producers for losses resulting from negligence 
or failure to observe good farming practices. 

In accordance with the established policy of limited operations on an experi 
mental basis, the 1959 crop insurance program will operate in 830 counties, 
furnishing insurance coverage of approximately $310 million on wheat, cotton, 
flax, corn, tobacco, beans, citrus, multiple crops, soybeans, barley, peaches, 
oranges, and grain sorghum. It is estimated that 380,000 crops will be insured 
for the 1959 crop year, as compared to 324,435 for the 1958 crop year. 
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Summary of insurance operations and changes in capital 























ams reanertaesaieteaisasatatecissiainiteiasinaisiasiaiiiipliaiciiicinsiinsiaataadiptainiaicaninnicenetaaiittintitingtnt 
| Fiscal years 
1958 1959 1960 
dan Cancideeliciidieehietioat 
Net capital at beginming of Yost... ...ncisennccccccccccnceccecus | $21, 538,134 | $25, 755,020 $35, 843, 020 
Additions to capital during the year: | 
Insurance premiums (net) ...............--.-... vniligtaasee 17, 414, 360 17, 677, 000 24, 600, 000 
Deepest OU GEG? IDR a. 6 vccae dee dckissnnsoncenncecens 100, 778 115, 000 | 100, 000 
Peek FORT BUIUIUNODI ios coin esesiks cece scsciccnuncacscee | Bl Een eer ee a 
sl attest aencageiegt ng 
Total capital available for insurance operations during | 
DOU armudidesctiletwuitekn aciediiuaecasanaee ea <0 aanirenased | 39,084,053 | 43,547,020 | 60, 543, 020 
fp — = 
Deductions from capital during the year: 
Searenee Neennitten*-—" ~~... <> ss-  ceecaeeleee | 12,002, 482 4,243,000 | —-21, 005, 000 
Loss adjustment and inspection costs. .............-.--.-- | 752, 652 | 854, 000 | 1, 065, 000 
Administrative expenses charged to program operations__-| 310, 138 | 2, 330, 000 | 1 2, 330, 000 
Provisions for estimated bad debts................-...---- 263, 761 277, 000 300, 000 
Total deductions from capital_......-...-----.- _.-------| 18,329,033 | 7,704,000 | 24, 700, 000 
Deen COTE OE CNG OE FOR ooo ii nc kk cc arthndie cca 25, 755, 020 35, 843, 020 35, 843, 020 


1 Includes proposed supplemental increase of $330,000, for pay costs, in the amount of administrative 
expenses that may be paid from premium income. 


The crop insurance programs are developed and analyzed in the Washington 
headquarters office and are administered in the field by 22 State or area offices. 
Sales and servicing of contracts at the county level is performed by private agents 
under contractual agreements with the Corporation, and by Federal Crop Insur- 
ance Corporation employees hired on a temporary basis. Detailed program 
accounting and statistical functions are performed by a branch office in Chicago. 
As of November 30, 1958, the Corporation employed 493 full-time employees, 95 
of whom were in Washington and the balance in the field, and 566 part-time 
employees, al! in the field. 


Appropri- | Budget esti- 


ated, 1959 mate, 1960 
Operating expenses: 
Appropriation _— ght ; ; ‘in biemdewewnticasuen $6, 376, 700 $6, 376, 700 
Payable from premium income -- . Gesu dies 1 2, 330, 000 2, 330, 000 
Total... E ee a : i ciel 8, 706, 700 8, 706, 700 





‘Includes proposed supplemental increases of $330,000 for pay costs. 


Operating and administrative expenses 








| 


| Administra- 
tive expenses 
Appropria- | payable from Total 
tion premium 
income 








|__| 
$6, 376,700 | $2,000,000! $8,376, 700 





Beereristings AG GONO | oo 3 eS csktecicakdonus eh 
Proposed supplemental authorization to expend from premium 
income, 1959 for pay act costs 





330, 000 | 
ia icc iva leet ep tin cles acetal tlds talataee nice | 6, 376, 700 2, 330, 000 8, 706, 700 
6, 376,700 | 2, 330, 000 8, 706, 700 


SS 


330, 000 
Base for 1960 


Note.—The 1960 budget estimate includes $2,330,000 for operating and administrative expenses of the 
Corporation payable from premium income. For clarification and completeness, the project statement 
below shows the total estimate of $8,706,700 required for administrative expenses, consisting of $6,376,700 
direct appropriation and $2,330,000 payable from premium income. 
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Project statement 





| Adjust- 








Project | 1958 | 1959 ments 1960 
(estimated)| between | (estimated) 
| projects 

— | $$$ | ——$ $$$ | —_ 








| | 
1. Underwriting and actuarial analysis__............_-- $807,546 | $944,000 | +$60,000 | $1, 004,00 
2. Contract sales and servicing. ES ee | 5, 138, 436 7, 113, 000 — 206, 000 6, 907, 000 
3. Crop inspection and loss adjustments... 


740, 856 649,700 | +146, 000 795, 700 








Total pay act costs (Public Law 85-462) _- ae ae (416, SOUP wiccen ala (416, 000) 
Total available or estimate_-_....__...._.._.._--- 6, 686, 838 8, PG TOR tae esnaeren 8, 706, 700 
Deduct: Obligations payable from premium income - ‘ial 310, 138 12, 330, 000 |....-------- 2, 330, 000 
Total appropriation or estimate #__.........._..-- ig 6, 376, 700 6, 376, 700 eb ecaaaameal 6, 376, 700 





' Includes anticipated supplemental authorization for pay act costs. 

? Represents obligations. The amount of $6,373,479 indicated for 1958 in the 1960 budget represents applied 
costs. The difference of $3,221 reflects, primarily, the excess of printing ordered in 1958 over printing re 
ceived and used. 


Mr. Wurrren. Mr. McLain, we will be glad to have your general 
statement. 


GENERAL STATEMENT OF THE ASSISTANT SECRETARY 


Mr. McLaxy. All right, Mr. Whitten, and members of the com- 
mittee. Doeach of you havea copy ¢ 

Mr. Wuirren. Yes. 

Mr. McLarn. Mr. Chairman and gentlemen of the committee, we 
appreciate the opportunity to meet with you and discuss the opere 
tions of the Federal Crop Insurance Corporation. 


1958 CROP YEAR EXPERIENCE 


The 1958 crop year is now another chapter in the history of the 
Corporation. It was the 11th year that the program has been admin- 
istered on a limited experimental basis pursuant to legislation enacted 
by the Congress in 1947. 

Approximately 325,000 crops were insured in 830 counties in 38 
States. From one to five commodities were insured in each county. 
Total insurance coverage was $244 million. Wheat continued to be 
the major insured crop, with tobacco and corn ranking second and 
third in the amount of coverage. 

From a financial standpoint, 1958 was the most successful year in 
the history of the Corporation. With premium income of nearly $18 
million and indemnities of less than $5 million, we will have a premium 
surplus of about $13 million, for a loss ratio of 26 percent. Premiums 
exceeded indemnities for each of the 12 commodity insurance 
programs. 

PROGRAM APPROACHING SOUND BASIS 


The Corporation is conducting an experimental program to develop 
a sound system of crop insurance that can be administered on a na 
tional basis. Crop insurance, like any other insurance plan, is a lo 
range project, and the success or failure of the venture cannot 
deter minedby just a few years’ experience. 

Nevertheless, we are most encouraged with our experience to date. 
Nineteen hundred and fifty-eight is the second consecutive year that 
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we have operated with a premium surp!us—our premiums exceeded in- 
demnities by about $514 million in 1957, and about $13 million in 1958. 
The Corporation has now earned sufficient premium income to more 
than cover the indemnities which were wad since the program was 
placed on a limited experimental basis. For the 11-year period from 
1948 through 1958, premium income of $208 million exceeds the $206 
million of indemnities paid by $2 million. 

While this surplus is not large, greater significance attaches to it 
when consideration is given to the fact that for 5 or 6 years of this 
period we had one of the most severe and extensive droughts this 
country has experienced in large areas where participation in the pro- 
gram was heavy. For 2 years we also experienced severe rust damage 
in the Durum wheat area, where a good portion of the Corporation’s 
liability was concentrated. 

We feel that our experience for the 11-year period indicates that 
good progress has been made toward developing a program that can 
absorb losses in bad years and offset them with premium income 
earned in good years. 


IMPROVEMENTS IN PROGRAM 


There have been many changes in our program operations since the 
crop insurance plan was begun. Since it is an experimental program, 
there undoubtedly will be many more revisions tates a plan of in- 
surance is developed that meets most of the major requirements of a 
sound crop insurance program. 

One of the major improvements recently put in effect was the de- 
velopment of the standard policy. Under this plan a farmer can in- 
sure several crops individually under one contract. The standard 
policy should be especially beneficial in areas where no one crop repre- 
sents the major source of income, and the agricultural production is dis- 
tributed rather evenly among several crops. It is now being used ex- 
tensively to extend coverage to additional crops in the Midwestern 
States. 

We have revamped the cotton program beginning with the 1959 
crop year. Rates and coverages have been reworked to more accurately 
reflect the risks involved. In order to interest more cotton growers, we 
have revised the classification of the insurance unit so that the land- 
lord may be indemnified for any acreage on which a loss is paid to a 
sharecropper. 

In response to a rather general recommendation by insured grow- 
ers, the stages of coverage in the cotton program have been reduced 
from four to three. This will provide for more adequate protection 
consistent with the grower’s increased investment in the crop during 
the various phases of the growing season. 

The premium discount for good experience has been revised so that 
an insured can now qualify after the third year without a loss, rather 
than having to wait until after the seventh year. This change should 
be helpful in getting and keeping good farmers in the program. 

Beginning in 1959, a 5-percent premium discount will be allowed for 
cash payment of the premium and prompt filing of the acreage report. 
This should reduce administrative costs for the collection of premiums 
and minimize cancellations by insureds who are not as willing to pay 
the premium after the risk is run and no loss has occurred. 
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The use of irrigation to increase crop production is becoming more 
extensive. We have been studying the effect this has on the insurance 
risk and have made some adjust ments 1n our underwriting structure to 
reflect the reduced risk. It will be necessary, however, to Sa 


evaluate this factor during the next several years and continue to ad- 
just our rate structures accordingly. 





PROGRAM EXPANSION 


_ it is the policy of the Corporation to gradually expand the scope of 
its operations with respect to both insured crops and counties in order 
to make this protection available to as many farmers as possible, 
However, the rate of expansion is limited by our ability to accumulate 
sufficient actuarial data to properly assess the risk. 

For the past few years we have been concerned with the concentra- 
tion of liability in the Northern Plains, About 31 percent of our total 
coverage is in Minnesota, Montana, and North and South Dakota. We 
have been directing our efforts toward equalizing our coverage by 
getting more extensive participation in other parts of the country. 

The Corporation is continuing its policy of gradual expansion to 
additional crops in counties where we already have a program. To 
briefly summarize: 

1. Barley was started in 1956; we will have 89 counties in 1959, 

2. Citrus was started in 1951; we will have three counties in 1959, 
(Insurance is not available on any other crops in the citrus counties.) 

3. We will have three grain sorghum counties for the first time in 
1959. 

4. We insured oranges in Tulare County, Calif., for the first time 
in 1958. 

5. Peach insurance was started in Spartanburg County, S. C., in 
1957. We have not had sufficient experience yet to further expand this 
program. 

6. Soybean insurance was started in 1955; we will have 207 counties 
in 1959. 

1960 BUDGET ESTIMATE 


The Corporation’s 1960 budget estimate provides for an appropria- 
tion of $6,376,700, with authority to pay an additional $2,330,000 of 
administrative expenses from premium income. There is no increase 
in the amount of funds for 1960 over 1959. A supplemental request 
for 1959 to authorize the use of an additional $330,000 of premium in- 
come to cover the cost of the Pay Act increase has recently been sub- 
mitted. This additional amount has been reflected in the base for 1960 
in the justifications now before the committee. The budgeted pro- 
gram for 1960 is 400,000 crops insured in 857 counties, compared to 
380,000 crops insured in 830 counties budgeted for 1959. 


PROPOSED LEGISLATION 


Beginning in 1955, the Corporation was authorized to pay the direct 
costs of loss adjusters from premium income. In 1956, this authority 
was expanded to include a portion of administrative and operating 
expenses. 
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Although the authority is available to pay these costs from premium 
income, the Corporation is not authorized to include them in the deter- 
mination of premium rates. From 1956 through fiscal year 1958, 
slightly over $2 million for loss adjustment costs and $450,000 for 
sdministrativ e and operating costs have been paid from premium 
income. 

Without the authority to include these costs in the premium rates, 
the Corporation’s capital is depleted by the extent of such expendi- 
tures with no means available for replenishing it. If the Corporation 
is to continue the policy of paying these costs from premium income, 
we believe we should include them in the premium rates to the extent 
deemed practical. 

Legislation has been proposed to the Congress which would amend 
the Crop Insurance Act to permit the inclusion of loss adjustment costs 
and administrativ e expenses in the premium rates. The authority 
would be permissive, and would provide for the gradual inclusion of 
these costs as experience would warrant. The estimates for 1960 do 
not reflect any effect of this proposed legislation. 

Because of the numerous causes of loss covered by the crop insur- 
ance program, the risk is somewhat greater than that for other types 
of insurance. The greater risk is reflected in the comparatively higher 
premium rates which are charged for crop insurance. Consequently, 
we fee] that any action to increase premium rates to cover operating 
costs must be on a gradual basis consistent with our ability to educate 
insureds that the protection afforded by the crop insurance program is 
worth the higher premium costs. 

We feel that enactment of the proposed legislation not only would 
provide a means for replenishing capital used for these expenses, but 
would also provide a practical means of converting the program to a 
self-sustaining basis in the future, as our operating experience war- 
rants such action. I would like to emphasize that we are looking at 
this as a long-range plan, and action in this direction will necessarily 
have to be on a very gradual scale. Otherwise, a sharp increase in 
premium rates would be nec essary, and that could cause many farmers 
now participating in the program to cancel their contracts. This would 
greatly reduce participation in the program and might destroy the 
progress we have made toward the development of a practical and 
sound crop insurance program. 

That concludes my statement, and we will now be glad to furnish 
any additional information you desire. 

Mr. McLarn. Mr. C hairman, with your permission I would like to 
have filed in the record a series of charts which pretty well reflect 
what the statement indicates, but in more detail. 

Mr. Wurtren. We will be glad to have that in the record. 

(The charts referred to follow :) 
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Mr. McLary, I think the committee has copies of the charts. If 
you want to raise any questions now, we will be glad to discuss them, 


INCLUSION OF ADMINISTRATIVE COSTS IN PREMIUM RATES 


Mr. Wurrren. I have some general questions. I note in your state 
ment that general administration is included in the cost of your pre- 
mium. How are your premiums determined now? Is that deter. 
mined by your folks, or is that spelled out in the law ? 

Mr. McLarn. Premiums are determined by our folks. 

Mr. Wuirten. If it is your belief that these costs should be re- 
flected in the premium charged, you have authority to do that. You 
do have ample authority to make a change in rates on your own, do 
you not? 

Mr. McCarrney. Under the law, we are allowed to set the premium 
rates to cover our loss experience, or what we figure our loss expe- 
rience is going to be, and build an adequate reserve. Right now we 
have our rates fixed, we believe, so that 90 percent will take care of the 
losses, and there will be about a 10-percent balance left over for the 
reserve. 

Mr. Waurrren. That is right. But you have, under the law, the 
right to determine the premium and to reflect these various factors, 
The authority is broad enough to reflect these extra charges in the 
premium, should you so elect. 

Mr. Frerrs. The answer to that is, “No.” The language in our 
act is now as Mr. McCartney indicates, and specifies that premium 
rates shall be established at levels sufficient to cover indemnities over 
a period of years and provide a reasonable reserve. 

Mr. Wurrren. Could we have the particular section of the act 
included in the record at this point, and would you read it, if you 
have it with you? I am neither recommending nor condemning that 
action; I am just trying to find out what the law is that applies in 
the case. 

Mr. McCartney. I have the law here, under section 508(b), which 
reads: 

To fix adequate premiums for insurance in the agricultural commodity or in 
cash, at such rates as the Board deems sufficient to cover claims for crop 


losses on such insurance and to establish as expeditiously as possible a reasol- 
able reserve against unforeseen losses. 


Mr. Wurtrren. Can I look at that? 

Mr. McCartney. Yes. 

Mr. McLain. I think what you are getting at, Mr. Whitten, is 
this: Our experience the last 2 years has been very favorable, and we 
all understand why. One of the principal reasons is that we have had 
pretty good weather. It is like fire insurance. If you don’t have 
fires, the loss experience is pretty good. 





Mr 
ment 
to mé 

To | 
cash, | 
such it 
migh 
the cl 

Bu 
you ' 
the a 
corne 
there 
the r¢ 

Cle 
Cong 

Mr 
that 

Mi 
faile 
can ¢ 
Cong 
a pel 

De 
woul 
unde 
gotte 
ment 
80, a 
nght 
the f: 

Mi 
Ithi 
ually 
Ti 


1903 


Mr. Wurrren. From the standpoint of the law, I think the Depart- 
ment is correct in calling this to the attention of the Congress prior 
to making a change. The question I raise is whether the language: 

To fix adequate premiums for insurance, in the agricultural commodity or in 
cash, at such rates as the Board deems sufficient to cover claims for crop losses on 
such insurance— 
might well be taken to be broad enough to include the cost of handling 
theclaims, along with the cost of payment. 

But again, having had a fixed policy, certainly I would not think 
you would want to make that change without at least calling it to 
the attention of the Congress, and I wouldn’t want to render a street. 
corner Opinion on it. But I would want to raise some possibilities 
there as to whether it is broad enough. I just want to raise that for 
the record. 

Clearly, you wouldn’t want, without advising the committees of the 
Congress, to do that, whether the language is broad enough or not. 

Mr. Frerrs. The legislative history does not support the theory 
that we have the authority, and our general counsel has so held. 

Mr. Wuirren. I recall the early years of this program, when it 
failed completely, and it is now back on an experimental basis. I 
can clearly see that, as long as it was on an experimental basis, the 
Congress itself anticipated that it would not be self-supporting for 


a period. 

ee under that theory, it did provide that the Government 
would pay a certain amount of the costs that normally would be 
under premium rates. It leaves the question now of whether it has 
gotten big enough or broad enough to be growing out of an experi- 
mental basis over into a large enough basis to reflect these costs; 
s0, all things considered, I would rather take the view that you are 
right in that. But I was trying to get the record clear as to what all 
the facts are. 

Mr. McLain. We are asking authority to do this so the Board, and 
Ithink we have a very competent Board of Directors, can move grad- 
ually in this direction, depending on the experience we have. 

The danger of this thing is, if you go too far too fast, you might 
reduce participation in the program, and that wouldn’t be good. 


CROP INSURANCE COUNTIES 


Mr. Wurrren. Can we have in the record the number of counties 
under each State that are under crop insurance by States? 
Mr. McLarn. Yes, sir. 
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Number of counties in which crops were insured during the 5 years 1956 to 1959, 
inclusive 


Crop year 
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DURATION OF CROP INSURANCE CONTRACTS 


Mr. Wuirren. Now, may I ask you, then, what is the length of 
your present contracts? Are you.contracting for 1 year at a time, 
with a renewal, unless you are notified, or do you have contracts for 
a period of time? 

Mr. McCartney. The contracts run indefinitely. In other words, 
the insured has to notify us by a certain date whether he wants to 
cancel, or we have to notify him by a certain date whether we are 
going to cancel. 

Mr. Wuirren. I have had a complaint from a considerable number 
of people in my own area that farmers do not understand it, and for 
that reason you collected premiums that they didn’t feel they owed. 
I am sure you have that notice in your contracts, whether they are 
aware of it or not. 

Now, in“order to keep any misunderstanding from arising along 
that line, do you have on file a copy of your contract in any of your 
county offices, or anywhere else, as a matter of record, where it would 
not end up in that kind of a situation on occasion ? 
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Mr. McCartney. Each county where we have a program has a 
county office. In that office, the policy is on file. 

Mr. Wuirren. Now, having had a good many years on this com- 
mittee, I have wondered if we would ever make this sound or not, 
on a general basis. I still have that question in my mind, even at this 
late date. 

Have you given attention to perhaps writing a several years’ con- 
tract, say a 3-year contract or a 5-year contract, with certain dis- 
counts, which are general in the fire insurance field and in most other 
term insurance policies? By reason of having contracts for several 
years, it would enable you, perhaps, to reduce your rates to a degree. 
* In addition to that, you would be hedging against that 1-year crop 
failure that might, in turn, really cause you trouble. From an in- 
surance company standpoint—you would have a spread which, in 
turn, would give you a degree of assurance against a tremendous 
break 1 year. You would already have it committed to where you 
would have 2 years to make up for one. 

How much exploration have you made in that area ? 

Mr. McCartney. We have been requested to do that by some of the 
Congressmen and Senators from Colorado and western Kansas. We 
studied the possibilities and will continue the study. 

The 5-year program might work in the high-risk area, but the ad- 
vantages would be small. We do not think there would be any ad- 
vantage in the low-risk area, such as in your territory and others in 
Midwestern States. 

Mr. Wuirren. Just thinking what understanding we have of hu- 
man nature, if you have crop insurance in some areas and the farmer 
pays out his premium 2 successive years and doesn’t have any loss, 
and the premium runs out, he is liable to drop it. It just raises the 
question whether you should not make further studies, it strikes me. 

Mr. McLarn. This is one reason why we changed the discount for 
good experience to 3 years instead of 7 years. 


COUNTY STANDARDS FOR QUALIFYING FOR CROP INSURANCE 


Mr. Wuirrten. Now, the other question that I would like to raise 
here, this is still on an experimental basis, and yet your own sugges- 
tion or recommendation is that the payment of administrative costs 
be reflected in the amount of premiums. That indicates you think 
it is about to come of age, which leads it to where, if it ever gets to 
that point and you offer it to some counties and not to others, you 
get into the question of whether giving it fair treatment, a county 
might wish it or not. 

_ Do you have any figures where a sufficient number in a county, of 
interested farmers, could petition you, and do you have a policy on 
such petition, to expand it to cover that county ? 

Mr. McCartney. The only answer I can give you on that is in 
connection with Mr. McLain’s statement that we are having a very 
limited expansion. But that expansion is going to counties where 
a large number of farmers are asking for it. 

We are going to give them a program in lieu of going into a county 
where nobody has asked for it. 

_Mr. Wurrren. It strikes me you might have some rules and regula- 
tions whereby you could write them back and say, if you will show 
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a certain percentage, or some standard, that you will be entitled to 








it. ti 
I think if it is about to come of age, we are going to have to give 
thought to making it available to any county that wants it, provided wi 
they can show an interest on a broad enough basis. fir 
I feel attention should be given along that line, so we at least pe 
will be treating every county alike, provided they meet certain 
criteria. 
Mr. McCarrnxey. We are doing that to a certain degree right now. in 
We analyze every county that requests a crop insurance program and : 
determine if there is a good potential premium. h 
Mr. Wuirren. I thoroughly agree with you. But I think as long - 
as farmers in certain counties have had the benefits, and farmers in - 
other counties have not, we are going to have to set a standard so ' 
that, farmers in the counties that do not, if they come up to it, can E 
have this program. 
Now, again, you set the criteria. When these folks sign up so they ” 
can show that they are ready, then I think the Congress would be : 
obligated to make funds available to give that expansion so that it P 
would give fair treatment to all counties. I wish you would give at- ' 
tention to that and report to this committee next year as to how you , 
think that might be done. t 
Mr. Frerts. Mr. Chairman, generally speaking, over the years, we ' 
have followed the policy just about as expressed by you. The coun- 
ties that show the most pronounced interest, where there is an im- 
portant part of income from the particular commodity, we give pref- p 
erence in selecting ¢ 
Mr. Wuirren. I am sure you do that, but I do think we are reach- . 
ing the place where it ought to be spelled out, where if a county met ] 
your criteria it wouldn’t be dependent upon your good will or the , 
Congress’ good will. 
Mr. Frerrs. Of course, you appreciate we have limitations that we ; 
have to live with. 
Mr. Wuirren. I am not trying to get you to offer it where it should | 
not go. But if there are 5 or 10 counties, each of which makes the t 
same showing, we have reached the point where it wouldn’t be fair 


for you to give it to 5 and turn 5 down. 

It also helps, where you get criticism from eertain individuals, to 
let them know what they have to do to be entitled to it. Again, as an 
meersnee company, you would have to show what it took to be 
sound. 

Mr. McCartney. We will be glad to work something up for next 
year’s report. 

Mr. Wuirren. We would be glad to have something on that line. 
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CONTRACT RATES AND COVERAGES 





Mr. Marsuaty. When a farmer pays his premium what basis of 
settlement is held out to him if he has an indemnity? What process 
do you follow? 

Mr. McCartney. I am not quite sure I understand what you are 
asking. 
If an insured takes out a policy with us, how does he—— 
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Mr. Marsuaty. Excuse me. Maybe I will make it a little plainer if 
I explain again. 

I was thinking in terms of a farmer who is thinking in terms of 
whether he should go into this contract or not. Of course, one of the 
first considerations that comes up is a matter of the premium he will 
pay, and what the protection will be for him if he pays that premium. 

Now, how do you arrive at the basis of settlement with him ? 

Mr. McCartney. Well, it is explained to him just like life 
insurance. 

We tell the insured about the possible hazards, really try to remind 
him of things that have occurred to him, or occurred to his neighbors, 
in the past. We tell him if such-and-such a thing were to occur, how 
we would settle it. At the same time, we explain that the premium 
is going to be so much, for $100 coverage, or so much an acre. 

The farmer then decided whether he wants the coverage or not. 
He tells us what he estimates the number of acres will be, and we 
estimate what his premium will be. Of course, he may not plant that 
amount of the crop. So later he reports the exact number of acres 
planted. 

A 5-percent discount is allowed if he pays his premium at that 
time. So we have to tell him right then how much his premium is. 

Mr. Marsnaz, In computing his premium, you take his acreage 
times what that is going to yield in bushels, times the price? 

Mr. McCartney. That is right. 

Mr. Marsuatu. What basis do you use for determining the price? 

Mr. McCartney. We have set our price on all our commodities at 
about the support price. In other words, we anticipate that for 1959 
the support price for corn, flax, and so forth, will be so much and ad- 
just our prices accordingly. 

Mr. Marsa. When does the market price come into the picture; 
on the basis of settlement ? 

Mr. McCarrney. Eldon, would you answer that in regard to 
commodities 

Mr. Cotspy. Congressman Marshall, that difference is considerable 
between crops. Now, with tobacco, it is rather important. But in 
the case of corn and soybeans and grain crops, the market price 
doesn’t enter into it. 

In other words, we have a predetermined price, which the farmer 
and we agree to, which is used to settle any loss. For example, we say 
beforehand on corn that we'll use whatever it may be, so many dollars 
and cents per bushel; let’s say $1.25 a bushel. That price is fixed 
on the actuarial table, and becomes a part of his contract. 

So when he produces corn, we value it at $1.25. The only market 
price is on tobacco, which is primarily a quality crop proposition, 
where we take his actual returns. Therefore, his market price 
determines the price of tobacco. 

Mr. Marsuauy. You work this out on a matter of support prices? 

Mr. Cotpy. Yes, sir. 

Mr. Marswatu. What happens when the support price is lower? 

Mr. Cotpy. We drop the price. 

Mr. Marsuauu. Do you refund the premium ¢ 

Mr. Corpy. No, because the contract is made before planting, at 
which time we generally know the support. If we don’t, we make the 
best estimate we can of it. 
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You see, he pays for his coverage, Congressman, and gets his cov- 
erage at the same price that we pay the loss. So the only problem is 
some moral risk, if we use a price too high or one too low, then he is 
entitled to a few more or a few less dollars. 

But we agree on the price at that stage for that crop year. 

Coming up now, in 1959, that price was set a long time ago, and 
that was filed and coverage was based on the price filed. He knew 
what it was; we knew what it was. That is the way we'll settle our 
losses this year, and he will pay the premium on that price. 

Mr. Marsuatu. Maybe I don’t understand. Maybe if I kind of 
put it in my own words, and you follow me—your premium is based 
on the predetermined price, which does not change through the year? 

Mr. Eien That is correct. 

Mr. Marsuaty. Now, we come to a time, and, of course, a number 
of times these contracts are entered into a considerable time in ad- 
vance of planting time? 

Mr. Cotsy. Oh, yes; many months. 

Mr. Marswatt. It would have to be. 

Now, when that man has a loss, that means that settlement will 
have to be made with him? 

Mr. Cotpy. That is right. 

Mr. Marsan. We will say, to make things simple, that this pre- 
determined price was the support price 

Mr. Cosy. Yes. 

Mr. Marswartu. And when the settlement is made, then, the settle- 
ment is made to him on this predetermined price rate, regardless of 
whether the price support price was lowered, or regardless of the 
market ? 

Mr. Corsy. Irrespective of the market; that is correct, Congress- 
man. 

Mr. Marsnaty. So his payment of the premium may be out of 
step with the market price or the price support price at the time the 
settlement was made? 

Mr. Corny. That is correct, Mr. Congressman. 

The only exception is that in the case of tobacco, supports fix the 
price, because Commodity Credit stands ready to take all the tobacco 
in these cooperative arrangements, that is not sold above that price. 

Therefore, we are able, in tobacco, to fix a coverage and take the 
actual returns. If we don’t do that, we are not able to offer quality 
protection in tobacco. The other crops are handled just as you 
discussed. 

Mr. MarsHaty. Your other crops, such as corn, soybeans, barley, 
flax, are all on that basis? 

Mr. Cotzy. On that basis, Congressman; that is correct. 





PERSONNEL 


Mr. MarsHati. Now, what grade are your State supervisors, State 
directors ? 

Mr. McCartney. They are grade 12. 

Mr. MarsHatu. A grade 12? 

Mr. McCartney. Yes. With one exception. Our State director 
for North Dakota is a grade 13. 
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Mr. MarsHauu. Otherwise they are all grade 124 
Mr. McCartney. Yes. 

Mr. MarsHauu. What is the grade of your State director in South 
Dakota ? 

Mr. McCartney. He is a grade 12. We don’t have a State di- 
rector in South Dakota. We have an acting State director. 

Mr. Marsuauy. And you are still keeping him in a grade 12? 

Mr. McCartney. Heis a grade 12. 

Mr. Marsuatu. How long has it been in South Dakota since you 
have had a permanent State director ? 

Mr. McCartney. About 2 years. 

Mr. Marsuatu. In a position like South Dakota, and I notice that 
is included as one of your States where you have a heavy insur- 
ance program, why would this man be continued for 2 years in an 
acting capacity ? 

Mr. McLarty. We have problems occasionally, Mr. Marshall, in get- 
ting the kind of people that we want in these positions. I think your 
question is a quite logical one, and we are trying pretty hard to see 
that we have one that isn’t acting. I think the job is being done ef- 
fectively, without any question. At least, we have no indications to 
the contrary. I don’t relish people in acting capacities any more 
than you do, I assure you of that. 

Mr. Marsnauu. If I understand this situation correctly, you have 
had a man who is in an acting capacity for 2 years in the position, and 
he is holding a grade 12? 

Mr. McLatrn. He is doing the job. He is a good director, so I 
= think there is any question about his being able to do the 
job. 

Mr. Marsuauu. Then why isn’t he the director? 

Mr, McLarn. As I say, we have the right to select the directors, 
and we are trying to see that we get one that will be a director 
femenently, and not acting. We haven’t been able to get that 

one. 

Mr. Marsnatu. What is your condition for filling that position? 

Mr. McLarn. We try to get competent people that are acquainted 
with the program, and get them in these spots like we do with our 
State committees and other positions, where we have discretion. 
Iam sure that you would expect us to do that, and that is exactly 
what we have done. 

With a few exceptions, we have had no difficulty. 

Mr. Marsuatu. Are you required to fill these positions by holding 
a civil service examination ? 

Mr. McLain. That is correct. 

Mr. Marsuatu. Has an examination been held in South Dakota? 

Mr. McLarty. I think that is correct. 

Mr. Frerrs. There has been one held there; yes. 

Mr. Marsnatt. I take it from what you said, then, that you are not 
satisfied with the list of eligibles furnished you by Civil Service? 

Mr. McLarn. If we had been satisfied we would have had this spot 
filled permanently, I am sure. 

Mr. Marsnatn. Now, what about Nebraska ? 

Mr. McCartney. That spot has been filled just recently. The State 
director has been appointed. 
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Mr. Marsuatt. Is he holding that position at GS-12? 
Mr. McCartney. He was a GS-9, as a district supervisor. Ther 
are three grades between district supervisor and State director. We 
advanced him to State director, but because of the Whitten amend. 
ment, we have to keep him at an 11 for 1 year. 

Mr. Marsuauz. Did you hold a civil service examination in the 
State of Nebraska ? 

Mr. McCartney. We did; yes. 

Mr. Marswauy. And there, the list of eligibles was unsatisfactory 
to you’ 

Mr. McCarrney. Well, we decided not to use the list furnished us, 
and just advance one of our own people. 

Mr. Marsuauu. I wonder if you could tell me why, in two instances 
of this kind, in two States, adjoining one another, ‘the Government 
would need to go to the expense of holding a civ il service examina 
tion, if you didn’t follow it? 

Mr. McLary. What was your question, again ? 

Mr. Marswauu. Why should the Government go to the expense of 
holding a civil service examination, go through the process of grading | 
papers and submitting a list of eligibles to you, if you didn’t intend 
to follow it? 

Mr. McLain. Well, again, this is part of the operation, and again, 
I think responsible administrators have the right to follow the pro- 
cedure, as we have done in both of these cases. We think we have 
the right to promote from within when it will be to the advantage 
of the | program. 

Mr. Marsan. You selected a man in Nebraska who you thought 
was aman who would doa good job? 

Mr. McLain. Surely. 

Mr. Marsuauu. Undoubtedly he has had some experience, or yo 
would not have been able to consider him. 

Mr. McLayw. Right. 

Mr. Marswauy. You could have done that without holding the 
examination, could you not / 

Mr. McLain. Yes. 

Mr. Marsnauu. The examination part had not changed that. 

Mr. McLain. We held the examination, and after review felt this 
individual was the most competent. That is why we made the dec¢i- 
sion. 

Mr. Marsuaty. In other words, when you originally had a vacancy 
there, you were not satisfied that this man in the position of a nine 
could do the work, and you did not consider him before you held 
the examination ? 

Mr. McLain. I think we ought to consider all the possibilities, and 
get the most competent person we can todo the job. We don’t decide 
that on the spur of the moment, because quite naturally there are 
people in many of these positions, that would like to be advanced. 

Mr. Marsuatt. Is civil service in accord with the way you handle 
this ? 

Mr. McLarn. To my knowledge, we haven’t had any complaint. 

Mr. McCarrney. I discussed it with some of the people in civil 
service, aiid they told us we had the right to choose our own mad 
rather than a man from the list of eligibles. 
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Mr. Marsa, I would be the last person in the world to criticize 
you for advancing people from within your own organization. I 
firmly believe that the advancement of people working in your organi- 
gation is something highly desirable. 

sut, thinking in terms of the taxpayer, in paying out money for 
this examination, I just cannot make the connection of why you go 
through the process of holding the examination in two adjoining 
States, and then decide that you are not going to pay attention to the 
examination or the list of eligibles, and select one from your own or- 
ganization. These people were in that organization of yours before 
you requested an examination. 
' Mr. McLain. Many examinations are held, for many positions, by 
civil service. I see nothing wrong with following that procedure. 
You look at the applicants that are qualified, and you look at those you 
can move up from the ranks, and select the most competent person 
available. I think that is efficient administration. 

Mr. MarsHauy. It would seem to me that we are getting the cart 
before the horse a little bit, Mr. Secretary. 

Mr. McLain. Well, we don’t want the cart before the horse. 

Mr. Marsuaty. It seems to me that if I were an administrator, the 
very first thing I would do would be to review the personnel I had 
working with me. 

Mr. McLain. This is exactly what was done. 

Mr. Marsnay. To find the ones that were satisfactory. 

Mr. McLatn. This is exactly what was done. 

Mr. Marsuatu. No, the first thing was not, because the first thing 
you did was ask for an examination. 

Mr. McLarn. No, the examination that we made was prior to the 
time that the civil service examination was held. We reviewed the 
people that were within the organization before this decision was 
made. 

Mr. Marsuaty. You reviewed the people which you had. 

Mr. McLary. That is the first thing we always do. I think a person 
would be stupid if he didn’t do that. 

Mr. MarsHati. You had these people reviewed, and you determined 
that those people were not satisfactory to you. 

Mr. McLain. We determined that there might be others who would 
bemore satisfactory. 

Mr. Marsuaty. So then you requested an examination from civil 
service. 

Mr. McLain. That is right. 

_ Mr. Marsnaty. So there was some doubt in your mind, in the first 
instance, that these people were not entirely satisfactory, or you would 
hot have requested the examination. 

Mr. McLarn. We felt there was a possibility that better candidates 
for the position might be available. 

Mr. Marsuatn. Now, the examination was held, the papers have 
been graded, and the people placed on that list of eligibles by civil 
service. What took place then ? 

Mr. McLain. Well, they were ranked, and they were considered, 
along with those that were in the Corporation, and the decision was 
made to promote the district supervisor. 
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Mr. Marsnauy. The man that you placed in the position in Nebraska, 
did he take the examination ? 

Mr. McCartney. Yes, he took the examination. He was third on 
the list. 

Mr. Marswat. On the list of eligibles? 

Mr. McLain. Yes. 

Mr. Marsuaty. Then you followed the list of eligibles. 

Mr. McLain. We followed it. We didn’t take the No. 1 on the 
list. You have a right to make a selection of the top few. 

Mr. Marsnaty. You have a right to make a selection of the top 
three, in accordance with veterans’ preference. 

Mr. McCarrney. In this case, the top one had veterans’ preference, 
and the other two did not, so we only had the choice of one man. 

Mr. Marsnauu. Let’s see if I get that straight. I understand that 
because the top applicant in the State of Nebraska had veterans’ pref- 
erence, you were unable, because of veterans’ preference, to accept him 
from civil service. 

Mr. McCartney. No; he had the veterans’ preference. We were 
unable to accept the No. 2 or No. 3 man. 

Mr. MarsHatt. So it gives you a register of one name. 

Mr. McCartney. Yes. 

Mr. Marsnauu. On the basis of civil service and their grading of 
the papers, if you might also have been able to have convinced them 
that the top applicant was unsatisfactory to you, and could have 
picked a man off the civil service register then, could you not have 
done so? 

Mr. McLain. Well, that is difficult to do, if your top man isa 
veteran, as it was in this instance. 

Mr. McCartney. We would have had to go through the whole pro- 
cedure again. 

Mr. Marsuatu. You promoted him to a grade 11, where, if you 
had picked him off the register, you could have promoted him to a 12! 

Mr. McLarty. Yes; but the point was, there was a veteran at the 
head of the list. 

Mr. MarsHauy. It was not the Civil Service Commission that 
passed these laws, it was the Congress. The Congress set up a Vet- 
erans’ Preference Act. Whether that law was set up properly or 
not, it is the law, and civil service is expected as an agency of the 
Government, to see that the rules and regulations are looked up to. 

Now, in this particular instance that we are talking about, this man 
in Nebraska who was named as No. 3 on the register, there is some 
question in my mind as to whether civil service would have con- 
curred in the action which you people have taken. I am a little sur- 
prised that they have not objected to that. 

Mr. McLain. To my knowledge, they have not objected. 

Mr. McCartney. No, they haven’t. I have discussed this particular 
thing with civil service. They said it is perfectly all right. : 

Mr. Marsnatu. If this matter had been handled without goimg 
through the process of examinations, it seems to me that you people 
would be in a much better position to have defended your actions than 
you are, after-having gone through the process and expense of hold- 
ing an examination, and then actually ignoring the law in making 
an appointment. 
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Mr. McLatn. I don’t believe, Mr. Marshall, that we ignored the 
law. I think what we did was perfectly legal. Obviously, there is 
less difficulty when some one can be promoted from within the cor- 
poration. 

Personally, I am in agreement with the civil service procedure. I 
think it is all right. But there are cases when competent people are 
not always available, or the most competent are not always available. 
I think the right to promote from within is permitted and, of course, 
that is the procedure we followed. 

Mr. Marsa. Going back to the South Dakota situation, in that 
particular case you have had a list of three eligibles that are all un- 
satisfactory to you, and have you reported to civil service that they 
are all unsatisfactory to you? 

Mr. McLarn. Do you want to comment on that, Frank? 

Mr. McCarrney. We have discussed it with them several times. 
The register was returned within 30 days after date of issue without a 
selection being made. 

Mr. Marswatu. It has been some time since I worked with anything 
of this kind, but I was under the impression that you always had the 
rivilege of review of the list of eligibles submitted to you, if you did 
ae a list that was submitted that was unsatisfactory you could refer 
the list back to civil service for reconsideration. 

Actually, in South Dakota, your problem there is somewhat dif- 
ferent, because there it is purely and simply a political matter. 

Mr. McLarn. I wouldn’t say that is accurate, Mr. Marshall. I’m 
sure you have the right to say it, but I wouldn’t concur in it. 


TOBACCO PROGRAM 


Mr. Natcuer. Mr. Secretary, tobacco, beginning in the year 1948, 
and extending through the year 1958, shows premiums exceeding in- 
demnities every year, with the exception of the year 1953. Here 
again, we have another example, as you know, Mr. Secretary, of the 
fact that tobacco alw ays pays its way. 

Now, referring to your chart here, your Federal Crop Insurance 
Corporation chart, I notice that not only tobacco but flax, soybeans, 
and barley, over the years have paid their way with premiums exceed- 
ing indemnities, beginning in 1948 and extending through 1958. 

Since there has been no loss over the years averaged out, from 1948 
through 1958, on these four particular ‘commodities, why should you 
not now reduce premiums and extend coverage? 

Mr. McCartney. Well, actually, we are reworking tobacco for 1960 
right now. This good experience is being used, and will be reflected in 
our new rates and coverages. I doubt very much whether we'll actually 
lower rates, but we’ll probably increase coverage a little. 

We have an overall loss ratio of 66 percent on tobacco. However, 
some counties are higher, and some lower. The loss experience will 
be included in our new rates and coverages by counties. 


FLAX, SOYBEAN, AND BARLEY RATES 


Mr. Natcuer. What about flax and soybeans and barley ? 

Mr. McCartney. We'll rework flax in 1961. 

Now, for soybeans and barley, we don’t think the few years experi- 
ence we have had on the programs is enough to use as the basis for 
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adjusting rates and coverages. 
those. 

Mr. Natcuer. In other words, in soybeans and barley, since you have 
had them in the program since 1955—soybeans, that is—and the be- 
ginning of 1956 for barley, you believe that you should wait a while 
to see just where you are with these two particular commodities ¢ 

Mr. McCartney. That is right. 

We started out very slowly, with them, so the first year or two, we 
find, is very little experience. 

Mr. McLain. Mr. Natcher, I couldn’t help but notice the grimace 
on your face when we talked about offgrade tobacco a while ago. I 
wonder how you took that. 

Mr. Narcuer. I said nothing but you know how I feel. 
Mr. Wurtrten. ck any questions, Mr. Santangelo? 


So there will be very little change in 















CROP INSURANCE IN NEW YORK 









Mr. Sanrancewo. Mr. Secrtary, do you provide any crop insurance 
for the State of New York? 

Mr. McCartney. No, we don’t. 

Mr. Santanceo. Is that because you don’t cover it? 

Mr. McCarrney. We had a program in the northwest part of the 
State, I think in 1954 or 1955. 

Mr. Frerrs. 1954. 

Mr. McCarrney. We encountered a lack of interest in participa- 
tion. 

Mr. McLain. I think the answer is that you always raise a crop in 
New York, and don’t have much need for insurance. 

Mr. SanTANGELO. But people buy insurance for it, even if they 
do not need it. 

Mr. McLarty. They are less apt to be interested in crop insurance, 
unless they have occasional failures. 























CAPITAL STRUCTURE 






Mr. SanranceLo. In other words, we have good experience in New 

Y te with no crop failures, so no insurance. 
I do not understand the capital structure. Originally how many 

millions of dollars was set up as the capital structure ? 

Mr. McLain. The capital authorization was $100 million, I believe. 

Mr. Evans. The authorized capital stock is $100 million. 

Mr. Santaneevo. Your working capital today is $35 million, indi- 
cated by your justification sheet on page 262; is that correct ? 

Mr. Evans. On the basis of our projection of the budget estimate, 
we expect our working capital to be $35,843,020 as of June 30, 1959. 

Mr. SawranceLo. What does that w orking capital consist of: cash, 
or something else ? 

Mr. Evans. Mostly cash and accounts receivable. 

Mr. Santrancero. Accounts receivable would be your premiums? 
Which would be an additional $24 million for the year 1960? 

Mr. Evans. That is right. 

Mr. Sanranaeto. So when we refer to the $35 million capital, it is 
capital without the 1960 premium accounts. 
Mr. Evans. That is right. 
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Mr. Sanrancevo. I note also in that justification sheet that the in- 
terest and other income totals $100,000. What other income do you 
refer to? 

Mr. Evans. Well, our other income is very small. It is nonrefund- 
able credits, mostly. Any credit amount on our books under a dollar 
we do not refund, unless the insured requests that we do so. 

Mr. SANTANGELO. So that actually the figure of $100,000 sets forth 
the amount of interest alone? Do I understand, then, that $35 mil- 
lion in capital is almost all in cash? Further is this cash invested ¢ 

Mr. Evans. We do not get any interest on the capital. That is 
interest that we charge on accounts receivable. 

Mr. SanTANGELO. Well, you say you get no interest on your capital. 
What happens to the capital ? 

Mr. Evans. It is held by the Treasury. 

Mr. Frerrs. I might add, Mr. Congressman, that we had an under- 
standing with the Budget Bureau a number of years ago that we 
would not invest our available cash in interest-bearing securities, Gov- 
emmment. securities, with the understanding that we would not be 
charged interest on the amount the Treasury has invested in our 
capital, so the one offsets the other. Our cash remains on deposit 
with the Treasurer of the United States. 

Mr. SANTANGELO. So that $35 million is in the Treasury ? 

Mr. Frertrs. That is right. 

Mr. Sanrancevo. Is it actually earmarked, or is it mingled with 
the general funds? 

Mr. Frerrs. It is not cash, as such. It is a credit to our account, 
available for use as needed. 

Mr. Santrancero. I could not reconcile the amount of interest on 
$35 million, because it appeared to me that $100,000 on $35 million 
would be a very poor investment. 

Mr. Frerrs. You are correct. The interest is only on the outstand- 
ing unpaid premiums. 

Mr. Evans. After the premiums remain unpaid for a period of 
l year, we charge interest of 6 percent per year. 

Mr. SanraNncevo. I would lke to trace that $35 million through the 
Treasury. 

Mr. Frerrs. Actually, we provide statements to the departmental 
Office of the Budget and Finance, estimating our expenditures a year 
in advance, and it is only to that extent that they actually provide 
funds, so it is just a credit that stands to our account on the Treasury 
books, and funds are provided to the extent that we indicate we are 
going to make expenditures. 

Mr. Santanceto. Who are the stockholders of the Corporation ? 

Mr. Frerrs. The U.S. Treasury. 

a SanTaNGELO. I have no further questions. Thank you, Mr. 
Vhairman. 


Mr. Wuirren. Mr. Horan ? 


PROGRAM DEVELOPMENT 


_ Mr. Horan. This Corporation was originally founded in 1938, was 
it not ? : 


Mr. McLarn. Yes. 


Mr. Horan. And it had a very ragged experience in its first trial 
stage / 


33913—59—pt. 342 





1916 


Mr. McLatrn. Yes, sir. 

Mr. Horan. It was started entirely on an experimental basis with 
selected counties in 1948, and now you have had 10 full years of ex. 
perience. 

Mr. Frerrs. Eleven, Mr. Congressman. 

Mr. Horan. You have had 11 years, on seven crops. 

Mr. Frerts. Well, it is up to 12 programs at the present time. 

Mr. Horan. Including citrus? 

Mr. Frerts. Yes. 

MULTIPLE-CROP INSURANCE 


Mr. Horan. You have had quite a lot of experience with the multi- 
ple crops, but I notice the last 2 years you have succeeded in getting 
that down to almost a livable average. 

Mr. McLain. Well, this is because of our changed policy. 

Do you want to comment on that, Frank ? 

Mr. Horan. Yes, that is what Iam after. I want to first commend 
you, because this record begins to look pretty good. The Congress, 
I think, will be interested in having a recounting here, now, of how 
you are building up an experience table, and how you are trying to 
adjust the operations of the Corporation accordingly. 

Would you mind commenting on that? I would prefer, if you can 
do so, to have you give us a sort of word picture, or narrative, of your 
problem that you have obviously had with the multiple-crop insur- 
ance, if that were to embrace all of the crops that you have here, if 
that would serve to be an example. 

Mr. McCartney. We first started out, with just one particular 
type, of multiple contract, where the farmer had to insure all of his 
insurable crops. Production on all crops was used to determine if 
a loss had occurred. He might have a loss on one of his crops, but if 
he didn’t have an overall loss, he received no payment. 

There was some dissatisfaction with this policy, so a new policy 
was designed under which the farmer could have individual crop set- 
tlements. Then we also had the multiple policy where the farmer 
could select the crops he wanted to insure. 

We are now getting back, to the one multiple contract. where the 
farmer insures all his insurable crops and just one settlement is made 
in case of loss. It has to be a general loss. 

We are able to do that, under our new standard policy. The farmer 
san select the crops he wants and have an individual settlement on 
each crop. 

You, as a farmer, could insure three crops, and have a policy o 
each of them, or you could have the multiple policy and have the three 
combined, 

Mr. Micner. And get a reduced premium ? 

Mr. McCarrney. And get a little reduction in premium. 

Mr. Horan. You say multiple crops; he could have a policy o™ 
each one. Do you insure any crop under the multiple crop desig- 
nation ? 

Mr. McCartney. Under our present setup, we are working it down 
so that our multiple crops will eventually include only the crops We 
are insuring. 
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Mr. Horan. In other words, the list of crops that are here. 

Mr. McCartney. Yes. But right at the present time, and in the 
past, we were insuring anything that a farmer grew. I think that 
was some of the difficulty we had with them, because there were these 
litle odds and ends of crops that we didn’t have experience on; they 
weren't big enough crops throughout the United States to get ex- 
perience on, and it caused us a lot of losses. 

Mr. Horan. Now, your last 2 years look pretty god, on the average. 
Is that attributable to weather, or is it 

Mr. McCartney. We would like to take the credit for it, but we 
have to give most of it to the weather. 

Mr. McLarn. I think that is right, Mr. Horan, but I think, like- 
wise, if you looked back the last 10 years, you would have to say that 
the record here, over the 10 years, was also due to extreme weather 
on the other side. This was part of the purpose in taking crop in- 
surance. Over a period of time, you have your ups and downs, and 
if you have a poley that satisfactorily does the job, it protects the 
individual when he is having losses. That is the purpose of having 
the whole experience. 


APPLE INSURANCE 


Mr. Horan. We sell a lot of insurance on apples out our way. Why 
are not apples here ? 

Mr. McLarn. Do you want to comment on that, Frank? 

Mr. Wuirren. Could I ask a question, Mr. Horan ? 

Mr. Horan. Sure. 

Mr. Wuirren. Just for information, do you have insurance on the 
apple crop, or is it just against hail, or a particular thing? 

Mr. Horan. Well, most of ours is hail. I think it is limited to 
that. 

Mr. McCarrney. The reason is, that we haven’t had the demand 
for it from the farmers, or from Congress. We have had other places 
where. we could expand, so we didn’t go into an experimental program 
on apples. We did on peaches. 

Mr. Wirrren. Haven’t you also had the experience under the his- 
tory of this act, that this is offered where private companies won’t go? 
Any place that they offer insurance you are supposed to stay out of. 

Mr. McCartney. That is right. 

[ have often wondered why we didn’t have a request on cherries, 
more than on apples, out there, because of rain damage. 

Mr. Horan. I wonder if anybody insures cherries ? 

Mr. McCartney. Not against rain damage, that I know of, sir. 


PREMIUM RATES 


Mr. Micnet. Are premiums variable for any one crop ? 

Mr. McCartney. For any one crop, and for counties. We have 
some as low as 1 percent, and up to as high as 

Mr. Cotny. Up to 40 percent. 

Mr. McCartney. It depends on the county experience and the State 
experience. 

Mr. Micuet. That was going to be my next question. 


: How does it vary by farm, county, or State? You say it can vary 
Vv State? 
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Mr. McCartney. That is right. 

Mr. Micuet. Is it your intention or is it your purpose or feeling 
that each crop’s indemnity should be set off by its own premium ? 

Mr. McCarrney. Well, we are trying to work it out so that in 
theory, each crop, and each county, carries its own weight. Now, in 
theory, we also know that fhat will not actually work, because you 
are going to have some counties that will have exceptionally bad ex- 
perience and won’t ever get enough premiums to pay losses. In other 
counties, there is not going to be enough loss to ever equal the 
premiums. 

Mr. Micue.. But I would suspect by a reduced premium for all 
crops, in coverage, that in a sense, you encourage an averaging out 
for all the crops. 

Mr. McCartney. You mean on the multiples? 

Mr. Micne.. Yes. 

Mr. McCartney. That is what we try todo. We give them reduc- 
tions so they will insure crops they will not have a loss on, normally. 

Mr. Mic HEL. But you say you are moving in a direction of i incorpo- 
rating in this all-crop coverage only those items which you have listed 
here on your chart, rather than including everything from soup 
to nuts? 

Mr. McCartney. Yes. 

Mr. Micuet. That is all, Mr. Chairman. 


TRAVEL COSTS 


Mr. Wurrren. Mr. McLain, I notice that your travel cost in 1958 
was $856,223. For the present year, you estimate $1,081,400; next 
year, you are asking an increase to $1, 131.200. That is an increase 
of almost $300,000 in2 years. Is there any explanation ¢ 

Mr. Evans. Mr. Chairman, the primary justification for the in- 
crease in 1959 is the more extended use of fieldmen in the field for 
the sales and servicing of the contracts. In 1960 we have made pro- 
vision in the budget for an increase of $1 a day per diem, and 1 cent 
a mile for mileage. 

Mr. Wuirren. What level will that reach, when you make that 
addition ? 

Mr. Evans. Well, we have a varying rate of per diem for the field 
people. That will give our fieldmen and loss adjusters $9 a day: 
our district supervisors will get $10 a day; our State directors will 
get $lladay. 

Mr. Wutrren. What will you have on mileage ? 

Mr. Evans. 8 cents. 

Mr. Frerrs. It is 7 cents now. 


GENERAL ACCOUNTING OFFICE AUDIT 


Mr. Wuirren. Gentlemen, I have here some comments by the Gen- 

eral Accounting Office in connection with the crop insurance program. 

I will include these in the record at this point. We would lke to 

have your comments on these findings, as well as any information you 

‘an give us as to what investigation you may have made, or what 
corrections we may expect. 
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(The material referred to follows :) 


GAO Avuptir, Fiscan YEAR 1958—FEpDERAL Crop INSURANCE CORPORATION 


The following is a summary of the principal findings and recommendations 
resulting from our audit. 


Lack of uniform requirements for charging fee for revised acreage reports 

The procedures for acceptance of revised acreage reports provide that the 
Corporation’s State directors may at their discretion require payment of a $10 
fee in cases where the insured submits a revised acreage report to adjust his 
insurance coverage. Our audit disclosed that these fees had been collected in 
about 1 percent of the cases and that one State accounted for 75 percent of the 
collections. It does not appear reasonable that the circumstances within this 
one State that warranted collections of fees did not exist in other States to a 
comparable degree. | 

We believe that the permissive nature of this fee may result in inequities to 
the insureds. 

We are recommending that the Corporation establish uniform requirements 
governing collection of the fees that will be applicable in all cases. This subject 
is discussed in greater detail on page 17. 


Overstatement of estimated losses on accounts receivable 


The collections on accounts receivable made during fiscal year 1958 disclosed 
that at June 30, 1957, the provision for estimated losses was overstated by at 
least $350,000. There have been only minor adjustments since that date and, 
pased on the Corporation's loss experience, we believe that the estimated losses 
for 1957 and prior crop years were still considerably overstated at June 30, 1958. 

We are recommending that FCIC review its policies for establishing the 
provision for estimated losses. This review should include a determination as 
to the reasonableness of the current annual provision of 1 percent of premiums. 
In connection with this review, FCIC should consider adjusting the prior years’ 
accumulated provision for estimated losses to a more factual basis. 

This subject is discussed in greater detail on page 19. 


Interest of doubtful collectibility is accrued on doubtful accounts receivable 


The Corporation accrues interest on its accounts receivable without regard 
for the age or collectibility of the accounts receivable. The doubtful nature of 
the interest receivable is recognized by the Corporation by establishing a provision 
for estimated losses that includes the full amount of the interest receivable. 

We believe it is undesirable to continue to accrue interest on these long-past-due 
accounts receivable even though provision for the accrual is included in the 
estimated loss on receivables. We are recommending that FCIC discontinue 
the accrual of interest on doubtful accounts receivable and record such interest 
only upon collection. This subject is discussed in greater detail on page 20. 


FCIC ACTION 
“Lack of uniform requirements for charging fee for revised acreage reports” 

The acreage report is the basic part of the crop insurance operation since 
it establishes the protection provided and the premium earned. Consequently, 
practical and economic handling of this phase of the operation is not always a 
simple and routine matter. 

Revisions of acreage reports may be made by the Corporation, or requested 
by the insured for a wide variety of reasons, ranging from the correction of 
minor inaccuracies in data regarding acreage locations to changes in the amount 
of insured acreage or interest. Obviously, some Of these revisions are of suf- 
ficient importance to the policyholder that he would be willing to pay the $10 
fee to have the revisions made, while in other instances the importance of the 
change would not merit payment of the fee. 

Because of the nature of the crop insurance program, the Corporation could 
hot possibly maintain a policy of not permitting any revisions of information 
Submitted by insureds on original acreage reports. On the other hand, the cost 
of processing revised acreage reports makes it necessary for the Corporation to 
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exercise some control to limit revisions which are submitted for minor correc. 
tions. 

The problems and the administrative expense involved were studied carefully 
by the Corporation’s management as increased attention was given to adapting 
the crop insurance operations to some of the practical approaches of the private 
insurance field in relation to costs. 

In order to keep acreage report revisions to a practical minimum, the Cor. 
poration established a $10 fee for acreage report revisions requested by in- 
sureds. While this fee might cover part, or all, of the expense involved in proce 
essing the revision, the major objective of this action was to discourage and 
eliminate to the extent practical small revisions in acreage which were putting 
the Corporation to considerable expense without a justifiable change in the 
service rendered to the policyholders involved. 

This requirement is producing the anticipated results, and has virtually elimi- 
nated the small acreage revisions which were being requested simply to effect 
small premium reductions long after the normal period for reporting acreage 
had passed. For the most part, it is actually standby authority which prevents 
many requests for small revisions from being submitted. 

When this requirement was first adopted, the $10 fee was required to be 
charged on all revisions submitted by insureds. Exceptions could be made 
only on approval of the Washington office. This procedure was followed to 
provide uniformity. However, after a period of operation on this basis, actual 
experience proved that strict uniformity could not be maintained in the admin- 
istration of this charge without severe inequities to individual insureds. The 
variety of situations which can be involved in revised acreage reports makes it 
most practical to handle this provision as an authority placed with the State 
director. This method is deemed more practical than an attempt to develop 
lengthy procedure to cover all of the situations involved. Under these circun- 
stances, there naturally will be differences from State to State in the collection 
of the fee. 

Certainly, from the Corporation’s standpoint, the revised acreage report fee 
is proving very practical and should be continued. The Corporation will, of 
course, continue to work toward as much uniformity in its application as is 
practical in the wide variety of conditions and situations that exist in connection 
with acreage reports. 


“Overstatement of estimated losses on accounts receivable” 

The establishment of a reserve for bad debts is, of course, based on an estimate, 
and as such, is subject to being over- or understated. For the past several years, 
the Corporation has been following the policy of using 1 percent of the earned 
premium as a basis for this reserve. This amount has corresponded rather 
uniformly to the collection of premiums, which averages about 99 percent after 
collection efforts are exhausted. 

However, the point raised by the General Accounting Office is well taken, 
and the Corporation agrees that as of June 30, 1958, its reserve for bad debts 
was overstated. This situation was recognized at the time, and analyzed. 
In view of the fact that considerable premium collections were anticipated 
by setoff from soil bank payments in 1958, and that all outstanding ac 
counts for the 1949 and prior crop years would be written off as of December 1, 
1958, it was deemed more appropriate not to make an adjustment in the reserve 
at the end of the 1958 fiscal year on an estimated basis, but rather to wait until 
June 30, 1959, when a more factual adjustment could be made. 

As of June 30, 1959, the Corporation plans to review its policies for establish- 
ing the reserve for bad debts, and also at that time consideration will be given 
to adjusting the prior years’ accumulated provisions for bad debts to a more 
factual basis. 

“Interest of doubtful collectibility is accrued on doubtful accounts receivable” 

The Corporation has given consideration to this recommendation, but it is felt 
that adoption of the recommendation would not be advisable. 

It would be quite impractical to analyze the individual premium accounts iD 
order to exclude the doubtful ones. 

During the period 1945 to 1957, the Corporation followed the policy of not 
accruing intereS8t until the premium was collected. Under this procedure, all 
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interest computations had to be performed manually by several hundred col- 
jectors. The results were most unsatisfactory. Many errors occurred in the 
computation of interest, resulting in overpayments and underpayments which 
necessitated additional collection efforts and numerous refunds. It was for this 
reason that procedure was revised to provide for the uniform computation of 
interest with IBM machines in the Chicago branch office. Since this change was 
made this phase of the work has been handled very satisfactorily with no diffi- 
culty. It is felt that the change was a major improvement in handling interest. 

The Corporation plans to continue the accrual of interest on the present basis. 

Mr. Wurrten. Unless there are further questions, then, we wish to 


thank you gentlemen for this appearance. 


Fray, Marcn 6, 1959. 


FARMERS HOME ADMINISTRATION 


WITNESSES 


KENNETH L. SCOTT, DIRECTOR, AGRICULTURAL CREDIT SERVICES 

KERMIT H. HANSEN, ADMINISTRATOR, FARMERS HOME ADMINIS- 
TRATION 

HENRY C. SMITH, DEPUTY ADMINISTRATOR, FARMERS HOME 
ADMINISTRATION 

DARREL A. DUNN, ASSISTANT ADMINISTRATOR (PROGRAM), 
FARMERS HOME ADMINISTRATION 

MALCOLM H. HOLLIDAY, JR., ASSISTANT ADMINISTRATOR (OPERA- 
TIONS), FARMERS HOME ADMINISTRATION 

C. WILDER SMITH, ASSISTANT ADMINISTRATOR (INSURED LOAN 
FUNDS), FARMERS HOME ADMINISTRATION 

CHARLES C. BARNARD, DIRECTOR, BUDGET AND STATISTICS DIVI- 
SION, FARMERS HOME ADMINISTRATION 

CHARLES L. GRANT, DIRECTOR OF FINANCE AND BUDGET OFFICER, 
DEPARTMENT OF AGRICULTURE 


Loan AUTHORIZATIONS 


Program and financing 


1960 estimate 


1958 actual 1959 estimate 





Program by activities: 

1, Farm ownership loans......-...-.--..---.--------------] $23, 998,086 | $24, 000, 000 $12, 0C0, 000 
eR OE 9 eee nee me SS 180, 000, 000 160, 000, 000 
3, Soil and water conservation loams................-.---- 4, 563, 096 5, 500, 000 1, 000, 000 
4, Farm housing loans. ..........----- ipa baduam ae whew cenit 33, 065, 871 60, 000, 000 12, 000, 000 


; TREE WEIR ck cocmapmeaccnecdcns—~ ; 237, 416, 636 | 269, 500, 000 185, 000, 000 
Financing: 
Unobligated balance brought forward (authorization to 
expend from public debt receipts) ; — 430, 139, 337 | —397, 459, 316 | —337, 459, 316 
Recovery of prior year obligations_.........___-- oak —385, 800 
Unobligated balance carried forward (authorization to 
expend from public debt receipts) eacnenencce-e-e---| 907, 450,316 | 337, 450,316 
Unobligated balance no longer available 5, 149, 235 


Authorization to expend from public debt receipts (new 
obligational authority) 269, 500,000 | 209, 500, 000 173, 000, 000 


iach ennenasiencdetiststietiareieninseieiairtatnniiatenteeeonsiameaimedananectnadiaaremaeneem tater imtitatiaitniamaattimaiaaes 
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Revenue, expense, and retained earnings 


a ee 


For the fiseal year: 
Lending operations: 
Income: 
Retetest OO leGNGis: sins aceke cis es~ss- becca telecasts 
Other income. 


Total income 


Expense: 

Interest on borrowings. - - - 

Losses and writeoffs 

Other expense - - - . 

Increase or decrease (— 7 in allowance for losses: 
Loans _. 
Interest and other _- 

Depreciation 

Adjustment of prior year expense 


Total expense 


Net income from lending operations !__.._-- ; 
Administrative expenses (provided by annual appropri a- 
tions) _. 


Cumulative to end of fiscal year: 
Lending operations: 
Net results of prior year operations ! _- 
Net income for the year !_-__-.-.--- 


Total lending operations !_........-- 


Administrative expenses (provided by annual appropria- | 


tions): 
Prior year expense _. 
For the year___- 


Total administrative expenses - - 


1958 actual 


32, 521, 573 


6, 177, 545 | 
16, 615, 939 | 
79, 936 | 
—1, 736, 206 
—5, 143, 774 | 
6, 780 | 


1959 estimate 


7, 900, 000 
14, 700, 000 


1960 estimate 


36, 347, 00 


9, 100, 000 
11, — 


346, 270 
—I, ne 500 





130, 888, 021 | 
18, 763, 299 | 


149, 651, 320 | 


289, 729, 846 | 
29, 908, 557 | 








819, 638, 403 | 


15, 761, 673. 


258, 253 | 


149, 651, 320 | 
15, 761, 673 


165, 412, 903 


319, 638, 403 
31, 258, 253 


350, 896, 656 | 
1 





165, 412, 993 
16, 74, 230 


182, 187, 223 


350, 896, 656 
31, 300,00 


382, 196, 656 


1 Does not take into consideration the interest costs incurred by Treasury on loan funds appropriated to 


Farmers Home Administration. 


Financial condition 


Assets: 


Interest on loans and accounts receivable, 
Other current assets __- 


net 


Total current assets 
Loans receivable __ 
Allowance for losses on loans receivable (—) 
Fixed property and equipment, net 
Judgments and acquired security, net 


Total assets _____- 
Liabilities: Current_-_-_. 


Government investment: 
oe ng from Treasury 
A ppropriations 
Assets taken over from prior age ncies, net..- 
Results from lending operations, ae es 
Administrative expenses ( 
Deposit of general and special fund revenue (—) 


Total Government investment____ 


|} 1958 actual | 1950 estimate | 1960 estimate 


| 


j 

= 
Hig $23, 277, 775 | 
23, 332, 180 | 
190, 406 | 


46, 800, 451 
767, 276, 894 | 
—82, 282, 639 | 
2, 486, 250 | 

1, 288, 439 | 
735, 569, 
4, 368, 046 


395 a 


— somes 


.-| 248, 651, 383 | 


465, 670, 476 | 
| 438, 162, 994 | 
| 149, 651, 320 | 


-| —319, 638, 403 


260, 4: 21 | 


— 251, 


__| 731, 201, 349 | 


= — 


$16, 714, 380 
24, 875, 659 
190, 496 


| 


41, 780, 535 
847, 312, 394 
—82, 110, 002 | 

2, 486, 250 
1, 382, 996 
810, 852, 173 | 

a ,, 787, 299 


309, 711, 488 | 
496, 970, 476 
438, 126, 994 
65, 412, 993 | 
—350, 896, 656 | 
|—251, 260, 421 


808, 





064, 874 | 


$18, 945, 380 
26, 335, 659 
190, 496 

45, 471, 585 
$25, 073, 304 
—82, 456, 272 
2, 486, 250 

1, 445, 4% 


792, 020, 408 
2, 785, 200 


274, 107, 48 
528, 270,476 
438, 126, 94 
182, 187, 2 
—382, 196, 656 


~2l, 260, 421 


739, 25, 104 





Object classification 


————— $i 


16 Investments and loans 


1958 actual 


| 1959 estimate 


———— 


| 1960 estimate 


——— 





| $237, 416, 636 


$269, 500, 000 


$185, 000, 00 
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SALARIES AND EXPENSES 


rere and Tera 


} 
1958 actual | 1959 estimate 1960 estimate 


ree am by activities 
Administration of direct 
2, 1959 program obligated in 1958 


Total obligations. -- 
Financing: 
1959 appropriation available in 1958 _ _ - 
Advance from ‘“* 
Unobligated balance no longer available 


New obligational auphority. 


New obligational authority: 
Appropriation - - 
Transferred from ‘‘Conservation 
programs (72 Stat. 243) 


’ 


reserve,” soil 


Appropriation (adjusted) - - 
Proposed supplemental due to pay increases - . 


and insured loan programs. - 


Farm tenant mortgage insurance fund” 


bank 


$30, 971, 579 
41, 747 


31, 013, 326 | 


—41, 747 
— 776, 000 
18, 021 


ED 218, 600 


29, 089, 500 | 


$32, 300, 000 


—4l, 747 rae 


32, 258, 253 


$32, 300, 000 


| 32, 300, ‘000 


41, 747 | 


— 1, 000, 000 


31, 300, 000 


29, 089, 500 | 


1, 124, 100 |.-..-- 


30, 213, 600 


29, 089, 500 | 


2, 210, 500 | 


— 1, 000, 000 


os 
| 31, 300, “000 


31, 300, 000 


31, 300, 000 





Object 


Total number of permanent positions 
Full-time equivalent of all other positions-. 
Average number of all employees 

Number of employees at end of year- 


Average GS grade and salary 


01 Personal services 
Permanent positions... ...- ‘ 
Positions other than permanent. 
Other personal services ats 


Total personal services 
02 Travel 
03 Transportation of things. 
4 Communication services 
05 Rents and utility services__- 
06 Printing and reproduction 
07 Other contractual services 
Services performed by other r agencies... 
0 Supplies and materials.._....______- 
09 Equipment 
ll Grants, subsidies, and contributions 
13 Refunds, awards, and indemnities 
Awards for employee suggestions 
Taxes and assessments Sai ; 
169 program obligated in 1958_ 


Total obligations 





| 6.0) 





classification 


| 
1958 actual 


4, 843 | 
467 

5, 081 
10, 371 


4, 789 


$23, 261, 833 | 
735, 267 
193, 556 


24, 190, 656 
2, 815, 168 
116, 463 
559, 800 
848, 375 
143, 153 
227, 304 
14, 830 
131, 661 
461, 522 

1, 432, 930 


~~ 21,095. 
8, 622 
41, 747 


31, 013, 326 





1959 estimate 


, 746 
449 


5, 068 | 
10, 200 | 


6.3 


$24, 671, 815 
690, 000 

199, 700 

25, 561, 515 
2, 875, 000 
125, 000 


620, 000 | 


935, 000 


150, 00" | 


239, 395 
15, 000 
115, 000 
50, 000 

1, 583, 855 
200 

20, 000 
10, 035 
—41, 747 


32, 258, 253 


x: 330 | 


1960 estimate 


4, 668 

450 

5, 002 

_10, 160 

6. 3) ~ $5, 361 
$24, 490, 675 
691, 000 

293, 500 

25, 475, 175 

2, 945, 000 

115, 000 

620, 000 
| 945, 000 
150, 000 
242, 115 
15, 000 
115, 000 
70, 000 

1, 577, 495 
200 

20, 000 
10, 015 


} 


32, 300, 000 





Mr. Wuirren. We have now the Farmers Home Administration 


witnesses, 


JUSTIFICATION OF THE ESTIMATES 


We might have, in connection with Farmers Home Administration, 
pages 299 and 303 through 325 of the justifications included in the 


record at this point. 


(The material referred to follows:) 


Loan authorizations 


abpropriation act, 1959, and base for 1960 
Budget estimate, 1960 


Decrease 





SUMMARY OF DECREASES, 1960 


Decrease in borrowing authorization for farm ownership loans_... —12, 000, 000 
Decrease in borrowing authorization for farm operating loans... —20, 000, 000 


Decrease in borrowing authorization for soil and water con- 
servation Joans 


Notr.—In addition, a decrease of $48,000,000 is estimated in obligations for farm 
housing loans. Estimated loans totaling $12,000,000 will be financed from balances 
ne over from 1959 of the $450,000,000 authorization provided in Public Law 1020, 

t ong. 


Project statement (on an available funds basis) 


1959 | Decrease 1960 
(estimated) | (estimated) 


| 
1958 | 
a 
Loan authorizations: | 
1. Farm ownership loans. | $23,998,086 | $24,000,000 |—$12, 000, 000 
2, Farm operating loans (production and | | 
snbsistence) - -- aes | 175,789,583 | 180,000,000 | —20, 000, 000 
3. Soil and water conservation loans..._.._- 4, 563, 096 | 5, 500, 000 —4, 500, 000 
4. Farm housing loans 33,065,871 | 60, 000.000 | —48,000. 000 
(a | ee 
Total obligations. Ke aeaick SpSescdehee 237, 416, 636 | 1 269, 500,000 | —84,500,000 | — 185, 000,000 
Unobligated balance carried forward __._.___-- 397, 459,316 | 337,459,316 | —12,000,000 | 325, 459, 316 
Unobligated balance no longer available___-__-_-- SRO eee laccesco a: Se fape 55h oe 
Unobligated balance brought forward. -_.__- ..|—430, 139, 387 | —397, 459, 316 | +-60, 000, 000 337, 459, 316 
Recovery of prior-year obligations —385, 800 ipa eae So aa 





! 


Total authorization or estimate..........-| 209, 500, 000 | 1 209, 500,000 | —36, 500, 000 | 173, 000, 000 


1 In addition, contingency fund of $20,000,000 is available for farm ownership and farm operating loans of 
which not to exceed $5,000,000 may be used for farm ownership loans, 


Salaries and expenses 
Appropriation act, 1959 $29, 089, 500 
Proposed supplemental, 1959 for Pay Act costs_.___._._.__-_.-___-__ 2, 210, 500 
Transferred from farm tenant-mortgage insurance fund 


Base for 1960 


Budget estimate, 1960: 
Direct appropriation 
Transferred from farm tenant-mortgage insurance fund 


Total budget estimate 


Project statement 


Project 1958 1959 (esti- 1960 (esti- 
| mated) mated) 


Administration of direct and insured loan programs. -_-_- $29, 847,479 | $32,300,000 | $32, 300,000 
Unobligated balance __- - : 18, 021 xe Se salen 
Total Pay Act costs (Public Law 85-462). (1, 119, 137) (2, 517, 000) (2, 517, 000) 


Se ee me 


Transfer from ‘‘ Farm tenant-mortgage insurance fund’’_ - —776, 000 —1, 000,000 | —1,000,000 


29, 089, 500 31, 300, 000 31, 300, 000 


———— 


Subtotal_. 


Total available or estimate. __- - | 29,865,500 | 32,300,000 | 32, 300.000 
| 


Transferred from “‘ Conservation reserve, soil bank programs, 
agriculture. 7 ; 


: a inse ee — +1, 124, 100 
Proposed supplemental due to pay increases -_ - - Fonte 


"2, 210, 500 
Total appropriation or estimate....._...____.- 30, 213, 600 29, 089, 500 | 


STATUS OF PROGRAM 


DIRECT AND INSURED FARM OWNERSHIP LOANS 


A total of $24million was authorized in 1958 for direct farm ownership loans. 
Of the total amount authorized, $2,495,670 was allocated exclusively for loans 
on reclamation projects and to entrymen on unpatented public lands. The 
remaining $21,504,330 was made available among the States and Territories i2 
accordance with the statutory formula for the distribution of funds based 02 
farm population and prevalence of tenancy. 
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The appropriation act for 1959 provides for borrowing $24 million from the 
Secretary of the Treasury for direct farm ownership loans. In addition, the 
act further provides a contingency borrowing authorization of $20 million of 
which not to exceed $5 million may be used for direct farm ownership loans. 
Not more than $2,500,000 of the total available is authorized to be distributed 
to States and Territories without regard to farm population and prevalence 
of tenancy for loans on reclamation projects and to entrymen on unpatented 
ublic land. 

, There was an extreme shortage of funds from private lenders for insured 
loans during the early months of fiscal year 1958. However, in the latter months 
starting with March 1958, funds became available in ample quantity and from 
numerous investors so that no loan was held up because of lack of insured loan 
funds. During the early months of fiscal year 1959, ample funds were still 
available, but starting about September 15, 1958 funds again became scarce due 
to the relatively low interest return. More ample funds are anticipated during 
the last half of 1959 and in 1960 based on an increase in the interest return to 
lenders from 3% to 4 percent and an increase in the charge to the borrower from 
4% to 5 percent. 


1. Use of loan funds 


The provision included under Public Law 878, approved August 1, 1956, which 
authorized the making of loans primarily for refinancing has been used less 
extensively than originally anticipated although the authority has been most 
helpful in assisting owners to retain their farms. About $18,100,000 in 1957 
and $14,100,000 in 1958 was loaned for this purpose. This is respectively about 
24 percent and 28 percent of the total dollar volume of loans in these years. 
The percent of funds for this purpose in 1959 is expected to be less. The 
authority expires on June 30, 1959. 

There was no Significant difference in 1958 over 1957 in the comparative use 
of funds for family-type and less than family-type loans. 


Number and amount of loans on family-type farms and less than family-type 
farms made during 1957, 1958, and estimated for 1959 
INITIAL LOANS ON FAMILY-TYPE FARMS 


Direct Insured 


Number} Amount | Number} Amount | Number| Amount 


$37, 202, 849 1,731 |$23, 922, 394 4,272 | $61, 125, 243 
18, 994, 570 1, 400 | 21, 093, 494 2,626 | 40, 088, 064 
19, 200, 000 2, 285 | 34,400,000 | 3, 515 53, 600, 000 

| 


INITIAL LOANS ON LESS-THAN-FAMILY-TYPE FARMS 


Fiscal year 





580 | $5, 074, 445 512 | $4, 124, 895 1, 092 $9, 199, 340 
28 2, 637, 938 486 4, 236, 927 775 6, 874, 865 
2, 300, 000 685 6, 000, 000 940 8, 300, 000 


LESS-THAN-FAMILY-TYPE FARMS 


1957: | | 
Initial. _- 4 $42, 277, 204 2, 243 |$28, 047, 289 5, 364 | $70, 324, 583 
Subsequent._.........-- 3, 130, 292 151 971, 544 | 657 4, 101, 836 

| 


74, 4: 26, 419 


Total 3, 627 45, 407, 586 2, 394 29, 018, R33 | 


1958: we ee oe 


Initial 
Subsequent. 


Total 


1959 (estimated): 
Initial 


2. Applications 


| 21, 500, 000 


21, 632, 508 
2, 365, 578 
23, 998, 086 





2, 500, 000 


1, 886 | 25, 330, 421 
139 939, 751 


26, 270, 172 | 


2 025 | 





| 
2,970 | 40, 400, 000 
240 1, 600, 000 


615 








24, 000, 000 


3, 210 | 42,000, 000 


5,070 





46, 962, 929 
3, 305, 329 


4, 100,000 


"66, 000, 000 


A total of 22,533 applications for new farm ownership loans were received in 
1958. At the end of the year, 12,471 applications were on hand. About 64 per- 





1926 


cent of the applications on hand were from individuals who appeared to qualify 
only for direct loans because of a 90-percent limitation on insured loans, 
During 1959 the same policy will be followed with respect to veterans’ preference 
as in 1958. Veterans will continue to receive preference as set forth in the 
statute, but State offices will not be required to hold up loanmaking entirely 
at times during the year anticipating veteran applications and the development 
of veteran loan dockets. 


3. Loans 


A. Direct loans.—Since inception of the program in 1988 to June 30, 1958, 
approximately 69,501 loans for more than $525,605,785 have been made. This 
number and amount does not include noncash loans previously made in the 
liquidation of rural rehabilitation project properties which are also included 
as farm ownership loans on the loan accounts of the administration. In the 
1958 fiscal year, initial loans were made to 1,515 families in the amount of 
$21,632,508, including 128 loans in the amount of $2,431,640 made to settlers on 
reclamation projects. Subsequent loans to existing borrowers and loan cost 
items accounted for the balance of $2,365,578. 


Direct initial loan activity under the distribution formula and for reclamation 
projects 


INITIAL LOANS UNDER DISTRIBU TION _FORMU L AT 


| Initial veteran loans Percent | Total all initial loans 
loans to 

| veterans 
Number | Amount | (number) 


Fiscal year 


Number Amount 


489 | $41, 682, 243 
, 829 13, 422, 448 
, 867 13, 739, 182 
05 13, 534, 927 


mr 
$23, 549, 776 55 | 5, 
10, 524, 445 74 1 
10, 827, 510 78 | 1 
13, 374, 443 99 | 1,7 
15, 661, 003 97 1,793 | 16, 160, 877 
13, 853, 283 98 | 1,369} 14, 045, 461 
13, 668, 515 | 98 1,275 | 13, 865, 989 
1 

1 

1 

2 

1 


* 


98 , 305 14, 154, 715 
98 | , 301 14, 624, 996 
95 | ,186 | 15, 241, 630 
57 | 2,938 | 39, 183, 879 
7 387 19, 200, 868 


BEENNE 


1 
1 
1, 
1 
1, 
1 
1, 
1 


2 
& 


16, 257, 195 


LOANS ON RECLAMATION PROJECTS 


| 


| 


B. Insured loans.—During 1958, insured loan activity totaled $26,270,172 not 
including $846,764 used to refinance existing insured indebtedness when a subse- 
quent loan was being made. Insured farm ownership loans in 1959 are estimated 
to total $42 million compared to $26,270,172 in 1958. 
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Insured initial loan activity, 1948 through 1958 


Initial veteran loans Percent Total all initial loans 
loans to 
veterans 
Number Amount (number) Number Amount 


Fiscal year 


58 7,550 | 338 | $2, 412, 837 
316 Fs: 00 o10 28 | 1, 149 7, 937, 241 
695 | 4,917, 3: 2) 191 16, 579, 690 
641 "871, 340 30 | 2,150 | 17, 555, 650 
238 | 2,031,770 1,097 | 10, 380, 285 
230 | 2,837, 202 1, 041 10, 505, 566 
216 | , 469, 462 885 9, 648, 978 
sol | 10,001; 280 31 | 2,864 | 31, 326, 208 
848 | 10,328, 874 3,007| 
587 | 7, 607, 966 26 2, 243 
376 | 5, 296, 910 1, 886 














~ Nore.—See tables I, II, III, and IV for Joan distribution by States. 
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Total direct and insured initial and subsequent farm ownership loans 


Fiscal year Direct loans | Insured loans} Total loans 








$14, 053, 888 $2, 412, 837 $16, 466, 725 
14, 755, 530 7, 987, 241 22, 692, 771 
14, 790, 348 16, 586, 860 31, 377, 208 
21, 721, 296 17, 596, 050 39, 317, 346 
18, 830, 327 10, 493, 008 29, 323, 335 
18, 871, 453 10, 681, 721 29, 553, 174 
19, 296, 484 9, 751, 541 29, 048, 025 
18, 879, 019 31, 584, 829 50, 463, 848 
18, 848, 747 37, 736, 173 56, 584, 920 
45, 407, 586 29, 018, 833 74, 426, 419 
23, 998, 086 26, 270, 172 | 50, 268, 258 








5, Loan repayments 


A. Direct loans.—F rom the inception of the farm ownership program in 1938 
through March 31, 1958, a total of 76,086 families had been advanced $551,016,285 
(these amounts include noncash loans previously made in the liquidation of rural 
rehabilitation projects properties which are also included as farm ownership 
loans on the loan accounts of the Administration, and other noncash loans re- 
sulting from the sale to approved applicants of properties received through 
liquidation of other loans) for the purchase, enlargement and development of 
farms including the refinancing of existing indebtedness. Principal payments 
of $309,490,948 and interest payments of $99,110,998 had been made. In addi- 
tion, principal writeoffs totaled $2,270,670 and judgments were $490,388. As of 
March 31, 1958, cumulative scheduled installments of $88,071,494 were due from 
21,540 individuals with outstanding loan balances, but regular principal and in- 
terest payments made on these installments were $92,077,539 which was 5 per- 
cent, or $4,006,045 more than required on a schedule amortization basis. An 
additional $9,240,134 in refunds and extra payments not applied to scheduled 
installments were credited to these borrowers’ accounts. On the same date, 
16,134 borrowers were $9,291,534 ahead of schedule, an average of $576 each; 
S886 were on schedule; and 6,520 were behind schedule $5,285,489, an average of 
$811. <A total of 44,546 of the 76,086 families who had received loans had paid 
their loans in full as of March 31, 1958. Of this number 27,163, or about 61 per- 
cent, continued to operate the farms acquired or improved through this pro- 
gram. The remaining 17,383 fully satisfied their accounts but no longer op- 
erated the farms. 

See table V for distribution by States. 

B. Insured loans.—As of Mareh 31, 1958, $182,580,182 had been advanced under 
the insured mortgage program to 17,685 farm families for the purchase, enlarge- 
ment and development of farms including the refinancing of existing indebtedness. 
Payments by insured loan borrowers totaled $56,936,943 as of the same date. 
Of this amount, $33,165,995 represented principal payments, $17,774,108 payments 
on interest, and $5,996,840 payments to the mortgage insurance fund. As of March 
31, 1958, 2,516 borrowers had paid their loans in full. Of those with unpaid 
balances, 7,409 were ahead of schedule, 5,590 were on schedule, and 2,170 were 
behind schedule. 

See table VI for distribution by States. 

9). Progress of borrowers 

Records from 2,241 borrowers with accounts outstanding in 1958 who re- 
ceived loans in 1952 showed gross cash income increasing since the year before 
acceptance from $5,016 to $8,145. Net worth of these borrowers increased from 


38,850 to $10,862, and value of livestock and equipment increased from $5,788 
to $7,197. 
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FARM HOUSING LOANS 


Title V of the Housing Act of 1949 was amended during the 84th Congress, 24 
session, to extend the authority for making farm housing loans and grants for the 
5-year period 1957 through 1961. A total of $450 million was authorized to be 
borrowed from the Treasury for loans for this 5-year period. During the fiscal 
year 1958 $33,065,871 was obligated for farm housing loans. 

It is estimated that a total of $60 million will be borrowed from the Treasury 
for use in 1959. 


1. Applications and loans 


During the fiscal year 1958, a total of 14,938 applications for new loans were 
received. Applications on hand on June 30, 1958, totaled 6,936. 

In March 1958, eligibility requirements for farm housing loans were relaxed to 
remove the previous restriction that the farm must be of “‘such size and productive 
capacity that it will produce agricultural commodities in sufficient quantities 
that the proceeds from their sale will be a substantial portion of the operator’s 
total cash income.’ A farm is now defined as ‘‘one or more tracts of land owned 
by the applicant and operated as an individual farm which is in agricultural pro- 
duction and annually will produce agricultural commodities for sale and home use 
which have a gross value of not less than $400 based on 1944 prices.’”’ This 
change in the definition of a farm and thus in eligibility requirements is expected 
to create a substantially greater demand for loans than experienced heretofore, 
Applications in April, May, and June 1958, reflected the influence of the chan a 
Loan obligations in June 1958, were $8, 150, 817. The added demand caused 
the eee in eligibility requirements is ‘expected to decline after 1959. 

The following are numbers and amounts of loans made under authority of sec- 
tion 502 of title V of the Housing Act of 1949 for the fiscal year 1958, and the 
estimate for the 1959 fiscal year 


Farm housing loans 
Fiscal year Number | Amount malted loans 


1958: 


353 1, 355, 321 3, 813 


— 
a 
4,591 | $31, 710, 550 Sms | $6, 907 


4,944 | 33, 065, 871 3 


1959 (estimate): | 
ei ceasis ieh asa alesisnaatacnaln Geceanenccic Recah shinee Dei ecarllinls ig ica arts tise 7, 68! 56, 400, 000 
Subsequent 1, 0: 3, 600, 000 





2. Use of loan funds 

A total of 2,394 new dwellings at an estimated cost of $21,099,951 were planned 
by the 4,591 borrowers receiving initial loans. There were 1,148 dwellings to be 
repaired ‘and 2,769 other farm buildings were planned to be constructed or repaired. 

Percentagewise, about 64 percent of the funds were planned to be used for new 
farm dwellings. The average planned construction cost of new dwellings was 
$8,814, including loan funds and cash contributions by borrowers, but not including 
any labor contribution by the borrower. Thisisa relatively low average dwelling 
cost and results from borrowers making extensive use of salvage and locally 
produced materials and utilizing a substantial amount of family labor to do the 
construction work. 

See table I for distribution by States. 


3. Loan repayments 


As of December 31, 1957, $131,706,910 had been advanced to 24,530 borrowers 
under the farm housing program. Principal payments of $41,154, 701 and interest 
payments of $18,439,608 had been made. In addition, ¢ ontributions i in the amount 
of $137,967 were applied to the accounts of 250 borrowers to assist them in devel- 
oping adequate farms. Of this amount $46,006 was credited to principal and 
$91,961 to interest. Principal writeoffs and judgments totaled $35,308. 

By December 31, 1957, 6,059 borrowers had paid their farm housing loans in 


full. As of the same date, cumulative annual installments in the amount of 


$30,120,074 were due from the 18,471 borrowers with outstanding loan balances. 





Ther 
incluc 
ments 
of $2, 
a tote 
ahead 
avera 

See 
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The regular principal and interest payments on these installments were $30,999,212; 
including $118,796 in contributions. This represents cumulative regular pay- 
ments to cumulative installments of 103 percent. Extra payments and refunds 
of $2,222,296 were also applied to these borrowers’ accounts. On December 31, 
a total of 34 percent of the borrowers with outstanding loan balanees were 
ahead of schedule, an average of $352 and 14 percent were behind schedule, an 
average of $500. 
See table IJ for distribution by States, 
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FARM OPERATING LOANS 


The Appropriation Act for 1959 provides for borrowing $180 million from the 
Secretary of the Treasury for operating loans. In addition a contingency borroy. 
ing authorization of $20 million is provided for farm operating and farm ownership 
loans of which not to exceed $5 million can be used for farmownership loans. 

These loans were formerly known as production and subsistence loans. Title 
II of the Bankhead-Jones Farm Tenant Act was amended by Public Law 878, 
approved August 1, 1956, and as a result thereof the name was change to “‘operat- 
ing”’ loans. 


1. Production and subsistence loans 


Loans made prior to the changes in existing authority are reflected in the 
following table: 


Number | Number /Total avail 
Fiscal year Adjust- Annual Total subsequent) total all able for af 
t adjustment loans operating 
] 


47, 174 


- 


RRSP RSe 
SeRSSESS 


Nore.—See table I for distribution by States. 


2. Use of farm operating funds 

The major portion of the operating loan funds in 1958 was used to assist farmers 
in making basic adjustments in their farming operations. An analysis of all new 
and supplemental operating loans indicates that 23.4 percent of the loan funds 
was used for the purchase of productive livestock; 17.7 percent for the purchase 
of work stock, machinery, and equipment; 14.4 percent for the refinancing of 
existing debts secured by livestock and equipment; and 38.6 percent for current 
farm operating expenses. The other 5.9 percent was used for pasture and other 
minor land development, fencing, family living expenses and other minor items 
of expense. There was a decrease of 4.1 percentage points in 1958 over 1957 
in the amount of funds used for refinancing existing indebtedness. This was 
about wholly offset by an increase in funds for productive livestock. 

An aggregate total of $8,818,769 was loaned to individuals in excess of the 
normal $10,000 principal indebtedness limitation, but within the permitted $20,000 
principal indebtedness limitation. This compares to the total statutory authori- 
zation of $18 million which might have been used for this purpose and which 
represents 10 percent of the annual funds available for farm operating loans. 
This amount is more than double the amount of $4,151,646 used for this purpose 
in 1957. 

The following table shows the number and amount of loans on family type 
farms and on less than family type farms in 1958 and estimated for 1959: 


Family type farms Less than family type Total 
farms 


Number Amount Number 


1958: 
Initial loans 3, 818 $4, 634, 780 
Subsequent loans 1, 148 919, 717 


170, 235, 086 76, 876 
1959 (estimated): 


Initial loans-.-. 91, 600, 000 24, 230 
Subsequent loans 000 





loans 
Loan | 
tratio1 
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8. 1959 program 


No major changes in the 1959 program are anticipated over 1958. There was 
a need for very substantial utilization of funds for subsequent loans to indebted 
borrowers during the fiscal year 1957. Special attention was given to this prob- 
Jem in 1958 with a view to limiting the amount of total funds used for subsequent 
loan purposes, but actual subsequent loans exceeded 1957. However, subsequent 
loans in 1959 are expected to be less than in 1958. 


4. Collections 

Asummary of the cumulative and current collection activity on operating loans 
is contained in items A and B. 

A. The following is a résumé of the loan disbursements and repayments during 
the last 12 years. It is noted that the total repayments of $1,394,150,904 are 
only $3,979,320 less than the total disbursements for the period. 














Fiscal year Loan disburse- Principal Interest Total 

ments repayments payments payments 
ede. niko ee denna uc bucosaceebes $89, 738, 190 $119, 784, 295 $14, 299, 621 $134, 083, 916 
59, 912, 114 101, 453, 618 12, 769, 753 114, 223, 371 
74, 957, 211 78, 279, 960 11, 282, 124 89, 562, 084 
950 84, 912, 479 68, 004, 734 9, 702, 196 77, 706, 930 
Cn con nccdusdhie seSeceapakSoabaees 102, 933, 890 83, 307, 468 10, 926, 796 94, 234, 264 
Le eee eee 109, 958, 601 90, 566, 068 11, 066, 894 101, 632, 962 
Suni we caduisveuawdhdecest6EG6Retace 119, 929, 065 82, 244, 283 11, 222, 228 93, 466, 511 
SE 139, 999, 150 89, 336, 288 11, 957, 498 101, 293, 786 
a iacan hain iia densainiess reiddine va oanmanatiaae 122, 499, 948 111, 865, 317 13, 634, 061 125, 499, 378 
es See howncanauned ett anaes 137, 499, 999 121, 394, 172 14, 519, 472 135, 913, 644 
iE cs cccherck stb nce alone eisigpalenbtenining Ss 179, 999, 994 135, 546, 643 14, 361, 024 149, 907, 667 
Sethe: duis | dues dalaadactacn eccrbiagieienhtaek Geant 175, 789, 583 160, 461, 684 16, 164, 707 176, 626, 391 
ii tlgnnra sci waa aati 1, 398, 130,224 | 1, 242, 244, 530 151, 906, 374 1, 394, 150, 904 


B. Cumulative loan advances and collections of comparable type operating 
loans made by the Farm Security Administration, the Emergency Crop and Feed 
Loan Division of the Farm Credit Administration and the Farmers Home Adminis- 
tration follow: 





Principal} Total 
Loan ad- Principal Interest Total pay- repay- | collection 


vances repay- payments ments ments to| toad- 
ments maturi- | vances 
ties 
Rural rehabilitation loans 
from June 1935 to Oct. 31, Percent | Percent 
Se ee $1, 004, 896, 434/$890, 802, 040/$125, 177, 419/$1, 015, 979, 459 88. 6 101. 1 


Emergency crop and feed 

loans from 1918 to Oct. 31, 

Ms. eee ee ee 75, 934, 022) 477, 266,344] 60,150,903] 537, 417, 247 82.9 93.3 
Farm operating and produc- 

tion and subsistence loans 

from Nov. 1, 1946 to June 

SR aE NEPA 1, 367, 584, 362} 986,019,149) 97, 442,957) 1, 083, 462, 106 93. 9 79. 2 


NoTE.—See table III for distribution by States. 





5. Progress of borrowers 


A summary of reports from 14,204 active borrowers receiving supervisory and 
year-end analysis assistance, who repaid their operating loans during the 1958 
fiscal year and continued to farm, showed an average increase in net worth between 
the time of application for the loan and the time of final loan repayment of $2,979 
from $7,799 to $10,778. 

Average gross cash income for each of these —— was $4,376 at the time 
of application, and $6,877 during the year when final payment was made. Since 
the average borrower was indebted for 4.5 years, the average year of application 
was 1953 for those borrowers for whom reports were tabulated. 


33918—59—pt. 3——44 
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6. Debts compromised, adjusted, or canceled pursuant to Public Laws 518, 731 and 878 


Continued emphasis is being given to the settlement of old accounts eligible 
for compromise, adjustment, or cancellation under existing statutory authorities, 

The following schedule shows adjustment, compromise, and cancellation settle- 
ments during the fiscal year 1958 and from the inception of such activity on April 
4, 1945, through June 30, 1958. Included in the figures are debt settlement 
activities taken under all programs administered by the Farmers Home Adminis- 
tration including the emergency and special livestock loan programs financed 
from the disaster loan revolving fund. 


From incep- 

During fiscal | tion Apr. 4, 
year 1958 | 1945, through 
June 30, 1958 


Number of borrowers involved in settlement 18, 125 849, 499 


Original principal indebtedness-_-. ‘ $19, 363, 829 | $337, 386, 016 
Repair prior to settlement: 

Principal 8, 769, 570 133, 525, 165 

| SR 1, 739, 340 23, 146, 798 

Unpaid balance at time of settlement: 

Principal 10, 594, 260 203, 860, 852 

6, 653, 663 92, 187, 020 

Principal and interest paid at time of settlement 717, 712 20, 544, 778 

Prineipal and interest-written off 16, 530, 211 275, 503, 094 


1958 * 


? 


1, 1946, through June 30 


Nov. 
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1955 


SOIL AND WATER CONSERVATION LOANS 


During the 1958 fiscal year, a total of $5,500,000 was available for direct soil 
and water conservation loans. In addition, an insured loan authorization of 
$25 million was available. A total of $4,563,096 was obligated for direct loans. 
Insured loans during the year totaled only $1,170,300. While there was a shortage 
of funds for insured loans during most of the year, the fact that not all of the 
direct loan funds available was obligated shows that the lack of applicant demand 
was the principal factor causing the reduction of 40 percent in total loan volume 
below 1957. 

The adequacy of funds for insured loans has changed from month to month. 
However, on December 22, 1958, the interest return to the lender was increased 
from 34 to 4 percent. This is expected to provide ample funds. 


1. Use of loan funds 


Soil and water conservation loans continued to be made in 1958 primarily for 
irrigation and domestic water purposes. The amount of loan funds used strictly 
for soil conservation purposes was relatively small. : 

In 1958, about 70 percent of the total amount loaned to individuals was used 
for irrigation facilities, 5 percent for domestic water supplies, 10 percent for soil 
conservation practices and for the purchase of machinery and equipment to be 
used for construction and development work in connection with such soil con- 
servation practices, 4 percent for drainage, and 10 percent for pasture improve- 
ment. Of the total amount loaned to associations, 46 percent was used for domes- 
tic water supplies, 44 percent for irrigation, and about 5 percent for the purchase 
of machinery and equipment to be used for construction and development work 
in connection with soil conservation services. Individuals receiving loans planned 
to irrigate about 48,000 acres and improve about 13,000 acres of pastureland. 

A substantial portion of the total direct and insured loans was made in the 
Eastern, Southern, and Midwestern States which were not covered by the program 
prior to its extension under Public Law 597, approved August 17, 1954. The 
total amount of direct and insured loans for the fiscal year 1958, in the 17 Western 
arid and semiarid States was $4,240,087. Loans in all other States and Terri- 
tories which were not previously covered by the program totaled $1,493,309. 


2. Applications 


During 1958, 1,802 applications for new loans from individuals and 65 ap- 
plications from associations were received. On June 30, 1958, there were 591 
applications from individuals and 89 applications from associations on hand. 
Applications from individuals in 1958 were about 59 percent under the 1957 
applications, while applications from associations decreased from 109 to 65. The 
annual volume of applications for soil and water conservation loans has proved to 
be very unpredictable. However, judging from the amount of rainfall experi- 
enced in many areas of the country in 1958, a continued decrease in applications 
in 1959 seems likely. 


8. Number and amount of loans 


The following table shows the number of both direct and insured soil and water 
conservation loans made in fiscal year 1955 from September 17, 1954, in fiscal 
years 1956, 1957, and 1958, and estimated for fiscal year 1959. The numbers 
and amounts of direct loans for fiscal year 1955 include 520 initial and subsequent 
water facilities loans for $2,608,589 made prior to September 17, 1954. 





1956 


Soil and water conservation loans 


ee 


Loans to individuals Loans to groups 
Fiscal year | 


Initial Supplemental) _Initial Supplemental 


1955 (actual): 
Direct: 


660 48 28 12 748 
$2, 459, 425 $102, 308 $1, 319, 710 $161, 300 $4, 042, 743 


2, 802 96 14 2, 913 

$14, 570, 390 $375, 276 $298, 650 $15, 244, 316 
1956 (actual): 

Direct: | 

y 335 42 9 386 

$665, 142 $79, 780 $568, 900 $1, 313, 822 


1, 767 111 28 1,97 
$9, 257, 997 $359, 135 $772, 945 $10, 396, 827 
1957 (actual): 
Direct: 
804 81 21 99 
$4, 343, 335 | $249, 380 $883, 900 $5, 499, 815 


610 54 | 674 
$3, 173, 384 $162, 855 $589, 930 $3, 926, 160 





516 77 39 633 
$2, 582, 790 $257, 407 $1, 716, 399 f $4, 563, 096 


185 | 32 5 1 23 
$809, 570 $133, 830 $224, 900 $1, 170, 30 





820 105 20 
$4, 105, 000 $355, 000 | $1, 000, 000 


615 55 45 
$2, 700, 000 $240,000 | — $2, 000, 000 








Note.—See tables I and II for distribution by States. 


4. Repayments on loans 


Water facilities loans to individuals made prior to September 17, 1954, are on 
a principal maturity basis with payments scheduled during the year when agri- 
cultural income is normally received. Water facilities loans to associations while 
previously set up on this basis, recently have been converted to an amortized basis. 
All soil and water conservation loans to individuals and associations are on an 
amortized basis with annual payments due January 1. The following is a status 
of accounts reported on the basis of maturities and on an amortized basis as 
indicated. 


Maturity basis—Paid-up borrowers and borrowers owing balances 


Ratio of 

Loan Matured | Principal Interest principal 

advances | principal |repayments| payments |repayments 
to mat 

principal 


Water facilities loans to individuals as of 


June 30, 1958 $29, 763, 955 $22, 013, 074 as 475 | $3,020, 495 97.8 


| 
a 


ciation 


Fror 
1958, ’ 
date 8 
had m 
6,347 | 
ahead 
and 3,. 

As ¢ 
tions. 
ciation 
schedu 

See 








1957 


Amortized basis—Borrowers owing balances only 





Principal and interest 


| Loan payments | payments 





Ratio Extra 
advances | Cumula- Cumula- | to install- and 
tive tive ments refunds 
install- regular 
ments payments 
Water facilities loans to associations as of 
SG Mila ANNs a sinaicradnna: thinksnnicanininbcnoukaaian $7, 068, 215 | $2,745,162 | $2, 836, 656 103 $89, 366 
Soil and water conservation loans to indi- 
viduals as of Jan. 1, 1958_................ 32, 515, 484 | 7,923,242 | 6, 947, 920 88 826, 915 
Soi] and water conservation laons to asso- 
ciations as of Jan. 1, 1968................. 4, 555, 567 421, 534 350, 613 83 66, 782 





SOIL AND WATER CONSERVATION LOANS 


From inception of this new program on September 15, 1954, to January 1, 
1958, 7,158 direct and insured loans to individuals had been made. On the same 
date 811 borrowers had paid in full their principal indebtedness of $2,948,362 anc 
had made interest payments of $172,951, including insured loan charges. Of the 
6,347 borrowers receiving loans of $32,515,484 who still owe balances, 1,339 were 
ahead of their scheduled payments, 1,642 were behind their scheduled payments, 
and 3,366 were on schedule. 

As of January 1, 1958, direct and insured loans had been made to 110 associa- 
tions. Three associations borrowing $12,950 had paid in full. Of the 107 asso- 
ciations owing balances, 27 associations were ahead of schedule, 35 were behind 
schedule, and 45 were on schedule as of January 1, 1958. 

See tables III, IV, V, and VI for distribution by States. 
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DisasTER Loans, Erc., Revotvinec Funp, DEPARTMENT OF AGRICULTURE 


STATUS OF PROGRAM 
Establishment of fund 


Public Law 38, approved April 6, 1949, abolished the Regional Agricultural 
Credit Corporation and established the disaster loan revolving fund under the 
Secretary of Agriculture from the assets of the Corporation so abolished. The 
assets amounted to $45,494,334, 


Additional appropriations 


Public Law 202, approved October 24, 1951, appropriated $30 million for this 
fund. Public Law 175, 83d Congress, approved July 31, 1953, appropriated 
$130 million as an addition to thisfund. Of this amount, $40 million was specified 
for the furnishing of feed in disaster areas, which was later increased (Public Law 
357, approved May 11, 1954) to $50 million with provision for furnishing emer- 
gency feed and seed assistance by means of advances to States or agencies thereof 
or otherwise. Public Law 85-58, approved June 21, 1957, authorized the use of 
an additional $11,500,000 of the existing revolving fund for furnishing feed in the 
disaster areas. 

Emergency assistance programs: 

(1) Production emergency loans (including loans in the Great Plains area).— 
Pursuant to Public Law 38, loans are made to eligible farmers and stockmen 
in designated areas at 3 percent interest who have suffered damage as the result 
of floods, storms, freezes, droughts, or similar disasters and who are unable to 
obtain needed credit from banks or other established sources to enable them to 
continue their operations. Public Law 38 also authorized loans to bona fide fur 
farmers, which authority expired June 30, 1953, except for further supplementary 
advances to farmers presently indebted as authorized by Public Law 255, approved 
August 13, 1953. Public Law 655, 81st Congress, provided for loans to orchar- 
dists in the State of Washington which authority expired August 5, 1953. 

(2) Economic emergency loans.—Public Law 115, 83d Congress, approved July 
14, 1953, authorized loans (which are made at 3 percent interest) in any disaster 
area declared by the President under Public Law 875, (42 U.S.C. 1855) if the 
Secretary finds that an economic disaster has also caused a need for agricultural 
credit that cannot be met temporarily by regularly established lending institutions, 
including th: regular programs of the Farmers Home Administration. 

(3) Special livestock loans.—Public Law 115 also authorizes loans at 5 percent 
interest to established livestock producers who are temporarily unable to secure 
credit from recognized lenders and who have a reasonable chance of working out 
their difficulties with supplementary financing. This authority was originally 
for 2 years subsequent to July 14, 1953, but was extended through 1957 for loans 
to new borrowers and through 1961 by Public Law 85-516, approved July 11, 
1958, for loans to- borrowers already indebted who need supplementary financing. 

(4) Special emergency loans.—Public Law 727, approved August 31, 1954, 

wuthorized the Secretary, until June 30, 1955, to make special emergency loans 
up to a total of $15 million in areas where he found a need for credit which could 
not be met by regular financial institutions, the Farmers Home Administration 
under its regular loan programs, or through authorities contained in Public Law 38. 
Such loans are made at 3 percent interest. Activity under this program was 
extended through the 1956 and 1957 fiscal years by Public Law 117, approved 
June 30, 1955. The program was again extended by Public Law 878 approved 
August 1, 1956. The limitation was increased to $65 million and the authority 
expires June 30, 1959. 
_ (5) Emergency assistance in furnishing feed and seed.—Public Law 115 author- 
ized the furnishing of feed for livestock and seed for planting to established farmers 
and ranchers and stockmen in connection with any major disaster determined by 
the President to warrant Federal assistance under Public Law 875 (42 U.S.C. 
1855). Under this authority, feed grain and concentrates, principally cottonseed 
meal, corn, wheat, oats, and mixed feeds, were furnished at less than market cost 
to eligible farmers in designated areas through the facilities of the Commodity 
Stabilization Service, the Farmers Home Administration, and special State and 
local drought committees. Beginning with fiscal year 1955, under authority of 
‘ection 407 of the Agricultural Act of 1949, amended by Public Law 480, 83d 
Congress, the unrecovered costs of feed furnished and related handling and trans- 
portation costs are borne by the Commodity Credit Corporation, as described in 
the budget estimates for the Corporation. Administrative expenses are charge- 
able to the $50 million limitation furnished by Public Law 175 and the added 
$11,500,000 limitation authorized by Public Law 85-58, as described above. 





1968 


In the fiscal years 1954, 1955, and 1956, the emergency hay program was con. 
ducted through agreements with States under which the Department contributed 
a definite sum to the State to defray one-half the cost of distribution of the hay 
(not to exceed $10 per ton) and the State assumed full responsibility for purchasing 
and distributing the hay to farmers eligible. The program in 1957 was conducted 
by the Farmers Home Administration whose county committees were responsible 
for determining the eligibility of applicants and approving the amount of assist. 
ance. Agreements are entered into with States in specified amounts. Assistance 
to individual farmers was based on a Federal contribution of $7.50 per ton of hay 
and roughage actually purchased by farmers. Certificates redeemable for cash 
were issued by the Farmers Home Administration. Advances were made to 
States to enable the States to redeem these certificates on which certification was 
made by the farmers and the dealer that the tonnage specified had been purchased, 

Beginning about July 1, 1957, all emergency feed and seed activity was placed 
with the Commodity Stabilization Service. As of June 30, 1958, there remained 
available for this program approximately $2,900,000. 

Special agricultural conservation program assistance in disaster areas.—In addi- 
tion to the above emergency disaster activities financed in whole or in part from 
this fund, special conservation assistance is also provided farmers and ranchers in 
disaster areas. This work is explained in more detail in the justifications of the 
Agricultural Conservation Program Service, 


Cumulative activity under the various loan authorizations to June 30, 1958 


| | Percent 
| principal 
Principal | Principal Principal Principal | Interest | repay- 
advances | maturities | repayments joutstanding| payments | ments to 
maturi- 
| ties 

| 
Production emergency loans. - \ssu1, 748, 737 \$259, 294, 554 |$237, 893, 173 |$71, 652, 308 |$7, 518, 285 91.7 
Economic emergency loans. - - 99, 126, 858 750, 645 | 85, 142,093 | 13, 856, 592 | 2, 829, 019 89.9 
Special emergency loans_-_....| 28, 504,856 | 25,471,252 | 24,259,548 | 4, 238, 909 
5, 638, 952 5, 539, 386 5, 233, 235 386, 783 
Orchard loans 267, 130 267, 130 264, 241 2, 889 


466, 297 95.2 
289, 603 4.5 
5, 957 98.9 


Special livestock loans........| 84,335,997 | 78,815,849 | 68, 181, 708 | 15, 921, 976 | 4, 434, 254 86.5 


In addition to the programs listed above, the Farmers Home Administration is 
servicing the loans receivable of the Regional Agricultural Credit Corporation 
outstanding at the time this Corporation was abolished. A total of $318,806 in 
principal and interest has been collected on these loans to June 30, 1958, principal 
writeoffs totaled $813,823 and $39,458 principal has been reduced to judgment. 

Except for the Regional Agricultural Credit Corporation loans, there has been 
no general authority to write off uncollectible balances of loans made under 
authorities contained in Public Law 38, except some writeoffs that are per- 
missible under bankruptcy laws and other specific legislation. Considerable use 
is being made of the new writeoff authority contained in Public Law 878, approved 
August 1, 1956. This law amended the Bankhead-Jones Farm Tenant Act to 
extend the cancellation, compromise, and adjustment authority previously 
available under that act and broadened the authorities to include loans made under 
Public Law 38. Since inception of the various loan programs, principal writeofis 
to June 30, 1958, totaled $1,785,650, including $1,692,261 written off since August 
1, 1956. <A total of $571,112 has been reduced to judgments. 


1958 loan program 


During 1958 a total of $63,522,556 was obligated for production and economic 
emergency, special emergency, special livestock and fur loans. There continued 
to be substantial activity, although at a reduced rate in the Southwest and middle 
Great Plains States where there was a continuing need to provide credit assistance 
to farmers and ranchers who were still indebted for previous loans, as well a8 4 
need to make loans to other operators. The extremely wet weather experien¢ 
by farmers in the Mississippi Delta area created a heavy demand for production 
emergency loans including a special need to advance funds for depreciation 02 
machinery and equipment. Such advances were very helpful to the operator 
and prior creditdrs by permitting payments to be made on secured indebtedness of 
other creditors. The heaviest ye arene Delta area activity was in Arkansas, 
Mississippi, and Missouri. A lesser volume of loans Was made in the States 
Georgia, Louisiana, and Tennessee. Production and emergency loans made 
under the special program for the Great Plains area totaled $12,093,000 during 
fiscal year 1958. 
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Statutory authority for loans to fur farmers expired on June 30, 1958. 
Emergency, special livestock and other loans approved and obligated from the 
revolving fund during the 1958 fiscal year were as follows: 








Initial Subsequent Total 





—. - 
Number | Amount | Number} Amount | Number| Amount 


qoencemss 


Production emergeney-.......-.---. | 11, 302 ae 336, 466 7,946 |$19, 313, 372 19, 248 | $50, 649, 838 
Economic emergency --.-.......-.-. |----------|------------ 2, 040 3, 540, 915 2, 040 3, 540, 915 











Special emergency ...-.-.---...---- i680 | 2, 160, 125 838 | 1,699,778 2, 497 3, 859, 903 
Special livestock -.....-...-...---- | 3 | 37, 350 468 | 5,367,025 471 5, 404, 375 
REIE cng ncticeeeiansetage uae (eee bo seigiicias wanibe 4 67, 525 4 67, 525 

tel. J. space easement | 12, 964 | 33, 533, 941 | 11, 206 | 29, 988, 615 | 24,260 | 63, 522, 556 
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1959 loan program 


During the 1959 fiscal year, production, economic, and special emergency loans 
will be provided on the same basis as in 1958. The production emergency loan 
activity during the year is expected to be somewhat less than in the fiscal year 
1958. This also applies to economic emergency loans which are made only in 
areas designated by the President as eligible for assistance under Public Law 875, 
and which in 1958 were made only to borrowers already indebted. 

Special livestock loans will be available for farmers, ranchers, and stockmen 
already indebted to continue their livestock operations during the 1959 fiscal 
year. 

Good progress has been made by many livestock producers in recovering from 
a long series of reverses. More favorable weather and favorable prices have 
combined to assist producers in making substantial loan repayments during 1958. 


Disaster loans, etc., revolving fund—Statement of funds available, and obligations 
cumulative from inception of fund on Apr. 6, 1949, to June 30, 1957, fiscal year 
1958 and estimates for fiscal years 1959 and 1960 























Cumulative | 
from | 1959 1960 
Apr. 6, 1949, 1958 estimated estimated 
through | 
| June 30, 1957 
Be EE. 
Funds available: 
By appropriation: | | 
For establishment of revolving fund for | 
production disaster loans and transfer 
of net assets (cash) of the Regional | 
Agricultural Credit Corporation to | 
the fund (Public Law 38, approved | | 
I iE Pina cenennnieidiihiaaeninnnent | $45, 404,334 }.......- a Pe ee 
For flood rehabilitation in the Midwest 

area (Public Law 202, approved Oct. 

2) Saas ee eee yn SI a rt Se, ee Oa n.d ee eweial ob oneuielabwenn 
For assistance to farmers and stockmen 

through economic disaster loans, spe- 

cial livestock loans, and emergency | 

assistance in furnishing feed and seed 

(Public Law 175, approved July 31, 

1953) Lenemabinlnw Leelee attabonnsctas 130, 000, 000 |_...-- SI A ate aid ean cS = 
Balance available from prior fiseal year___._|.....--- ise 4 $25, 677,645 | $31,508,355 | $32, 691, 205 
Receipts, principal and interest collection | | 

on loans pliclilshetninctninnesetdite we | 360,714,913 | 73, 640, 005 64, 102, 050 61, 141, 500 
Total available__.__- QR A 566, 209, 247 99,317,650 | 95,605, 405 | 93, 832, 705 
Obligations: 
Loans made___. Spkshic Ba aikted diahth aaaie | 466,611, 607 | 63, 522, 556 | 58, 500, 000 49, 000, 000 
Hay and roughage program. ._--. eal) Pi MGR AE Vleet cnnanaeen bs sched Se ee 
Transportation and other costs in connec- | 
tion with emergency feed furnished to | 
farmers and stockmen................-.-- : | SR Oe to dnd sce BBLS alichub dene wie cide leteen ovat aialio 
Administrative expenses: 
meen NINE er kok Soto 8 tak | 15, 858, 226 3, 785, 366 4, 024, 200 4, 024, 200 
Emergency feed program..........--.-- | 4, 799, 364 506, 373 390, 000 275, 000 
Total obligations.....................| 540, 531, 602 67, 814, 205 62, 914, 200 53, 299, 200 
Unobligated balance. -...........----- 25, 677, 645 31, 503, 355 32, 691, 205 40, 533, 505 





—_ SS 


Cam stdition, net assets (other than cash) of $363,811 were acquired from the Regional Agricultural Credit? 
ration. 
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Farm TENANT-MortTGAcE InsurANcE Funp, FARMERS Home ADMINISTRATION 


This fund was established pursuant to section 11(a) and 12(e)(2) of the Bank- 
head-Jones Farm Tenant Act, as amended, which authorized the appropriation 
of not to exceed $25 million for the establishment of the mortgage insurance 
fund. The sum of $1 million was appropriated in the Department of Agriculture 
Appropriation Act, 1948, as the initial capital for this fund. The authority for 
insuring loans as contained in the Bankhead-Jones Farm Tenant Act is restricted 
to farm ownership loans under title I. Public Law 597, approved August 17, 
1954, amending the Water Facilities Act of 1937, also authorizes the use of this 
fund for insuring loans for soil and water conservation purposes. 

The $1 million appropriation is supplemented by initial and annual charges 
collected from insured loan borrowers and by such initial fees for inspection, 
appraisal and other charges in connection with farm ownership loans as the 
Secretary of Agriculture finds necessary. One-half of the initial and annual 
charges collected as the premium for insurance, and such amounts as are appro- 
priated to the fund under section 11(a), are available for payments with respect 
to insured loans. In addition, section 13 (b) and (c) authorize borrowing from 
the Secretary of the Treasury and additional funds needed. Moneys not needed 
for current operations may be invested in direct obligations of the United States. 
The other one-half of the initial and annual charges, together with such fees for 
inspection, appraisal and other charges as the Secretary may determine in con- 
nection with farm ownership loans are available for administrative expenses in 
carrying out the insured loan programs. It is estimated that receipts derived 
from these sources during the fiscal year 1959 available for administrative expenses 
in 1960 will amount to approximately $1 million. 

Assets of the capital fund, including receivables, are estimated to be approx- 
imately $14,497,000 at June 30, 1959. The investment of the Government on 
this date is estimated to consist of $3,400,000 in borrowing from the Treasury, 
$1 million in appropriations and $7,605,800 in retained earnings. 

Public Law 85-748 included amendments to title I of the Bankhead-Jones 
Farm Tenant Act authorizing the use of funds in the Farm Tenant-Mortgage 
Insurance Fund to make loans which when aggregated in blocks would subse- 
quently be sold on an insured-loan basis to private lenders. There must be 
reasonable assurance that the loans can be sold without undue delay in order to 
use this special authority. Not in excess of $5 million in such loans may be held 
in the fund at any one time. 

The Department took action to strengthen the supply of funds for insured 
loans by increasing the return to the lender from 3% percent to 4 percent effective 
December 22, 1958. This increase of one-half of 1 percent in the interest rate 
will increase the participation of all lenders, expecially country banks who have 
always provided the major portion of funds needed. 

Insured loan activity since 1948 and estimated for 1959 fiscal vear is shown in 
the following table: 

Loans insured by fiscal year 


Number of initial loans Amount of initial and subsequent loans 








Fiscal year Farm | Soil and Soil and 
owner- water Total Farm water con- 
ship conser- ownership servation 


vation 


eveeseseseccoeeecceecesesecs| G00 Jecoseceees| #e$ GO] 06,344,008 [enncescseecces 
mene enewen| 8 066,492 | 10, JOD, OOY |. ~~ ~~ 2 eno wn 


Se bb paininen ison nimecbiras 2, 864 2,817 5, 681 $15, 244, 316 
tes eteavichsetlaiimecienimndinaen 3, 097 1,795 4, 892 37, 736, 173 10, 396, 827 
id ieincpigbsuneninnnimeiacd 2, 243 620 2, 863 28, 018, 833 3, 926, 169 
EE eee | 1, 886 190 2, 076 26, 270, 172 1, 170, 300 


1959 (estimated) .......-..-.--- 2,970 660 3, 630 42, 000, 000 5, 000, 000 





The number of farm ownership loans insured each year from the beginning of 
the program in October 1947 through 1950 showed a steady increase. The num 
insured in 1951, 1952, 1953, and 1954 decreased as a result of the lack of invest 
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ment capital due primarily to the low interest rate then in effect. Actual loans 
for 1955 and 1956 show a marked increase over 1954 as a result of (1) the enact- 
ment of Public Law 521, amended July 22, 1954, which amended the Bankhead- 
Jones Farm Tenant Act to provide a flexible interest rate on insured loans, (2) the 
further amendment to this act by Public Law 273, approved August 9, 1955, 
providing that mortgages shall run to the Government instead of to the lender, 
and (3) the enactment of Public Law 597 extending the water facilities program 
to the entire Nation and authorizing the insuring of loans made by private lenders 
for soil and water conservation purposes. It is estimated that the increase in the 
interest rate on insured loans which provides a return of 4 percent instead of 
3% percent to the lender will increase the volume of loans in 1959, 

There are no employees paid from this fund. Fees and administrative expense 
charges made available by subsections (d) and (e) of section 12 of the Bankhead- 
Jones Farm Tenant Act, as amended (7 U.S.C. 1005(b)), and section 10(c) of 
the act of August 27, 1937, as amended, are transferred to the ‘Salaries and 
expenses’’ account from which the costs of servicing the insured loan programs 
are met. 

Mr. Wuirren. Mr. Scott, I believe this is under your general 
jurisdiction, and we'll be glad to have your statement. 


GENERAL STATEMENT 


Mr. Scorr. Mr. Chairman, we appreciate the opportunity of again 
talking to you and the members of the subcommittee about the current 
and prospective accomplishments of the Farmers Home Administra- 
tion. The details of the agency’s budget estimates will be presented by 
Mr. Hansen. I would like to discuss briefly the present work of the 
Farmers Home Administration and the projected activity for fiscal 
1960. 

LOAN VOLUME 


The dollar volume of Farmers Home Administration loans in fiscal 
1958 was approximately $330 million. This represents a decrease of 
atimatety $26 million from the total 1957 lending. Through 
February of this fiscal year the loan volume was about $244,600,000. 

The significant development in the current lending activity is the 
increase in the number and amount of loans made by private investors 
which are insured by the Government. As of the most recent reports, 
insured loan activity for 1959 was more than double the amount in- 
sured during the same period in 1958. <A general tightening of credit 
in the fall of 1958 resulted in some lenders withdrawing from the 
program. ‘To offset this trend and to meet the up-to-date realities of 
the money market, the Farmers Home Administration, after thorough 
consideration, increased the interest rate on insured loans from 4% 
percent to 5 percent to the borrower. This results in a net return of 4 
percent to investors in these loans since the Government retains 1 
percent as a loan insurance charge. This action also permitted the 
agency to put into effect the provisions of Public Law 85-748 which 
permits making insured loans from the Farm-Tenant-Mortgage 
Insurance Fund for subsequent sale in blocks to private investors. 
This use of private capital will reduce the need for Treasury borrowing 
for direct loans. 

LEGISLATIVE PROPOSALS 


Now, Mr. Chairman, I want to bring to your attention, as a matter 
of information, legislative proposals. In doing this, I realize that this 
shot the committee which acts on organic legislation, but it seems to 
me that this is something you may be interested in. 
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ESTABLISHMENT OF FHA REVOLVING FUND 


The Department has proposed legislation which would establish g 
Farmers Home Administration Revolving Fund covering most of the 
activities of the agency which are not now operated on a revolving fund 
basis. This would include direct farm ownership, farm operating, soil 
and water conservation and farm housing loans, as well as salaries and 
expenses. Except for activities of the Farmers Home Administration 
in connection with watershed protection loans and servicing of water 
conservation and utilization project accounts transferred to the 
Farmers Home Administration by the Soil Conservation Service, all 
activities would then be on a revolving fund basis. 

The proposed revolving fund would permit presentation of the 
annual budget estimates of the Farmers Home Administration on a 
net expenditure basis. At present, receipts from principal and interest 
payments on loans are not reported in such a way as to offset the gross 
expenditures for loans and administrative expenses. The establish- 
ment of the revolving fund would correct this situation and would 
result in more properly reflecting the annual and aggregate expenditure 
of Government funds for these agricultural programs. 

The revolving fund would be reported in the Department of Agri- 
culture section of the annual budget on a net expenditure basis, with 
expenditures for loans, administrative expenses, and interest payments 
on borrowing from the Treasury being offset by repayments from 
borrowers of principal and interest on loans outstanding and by mis- 
cellaneous receipts. No change in the basic legislation or in the opera- 
tion of the Farmers Home Administration is involved. There would 
be no essential change in the budget process, except that the budget 
estimates would be shown on a net expenditure basis and receipts 
would be available for current programs to the extent authorized OF 
annual appropriation acts. In addition, the annual budget estimates 
would continue the usual budget schedules showing the actual and 
estimated obligations and receipts, as well as full disclosure of the 
financial aspects of the fund. Under a revolving fund, the 1960 
budget submission would have shown estimated net receipts of 
$6,031,300 rather than estimated expenditures of $215,902,000 now 
shown in the 1960 column. 


FINANCING OF PROPOSED REVOLVING FUND 


The proposed revolving fund would be established by transferring 
to it all assets, liabilities, and net investments of the activities involved. 
The Congress would not need to authorize additional Treasury bor- 
rowings or appropriate additional funds as long as the revolving fund 
contained sufficient funds, or if receipts during the budget year would 
provide sufficient funds, to finance the programs in the amounts and 
within the limits prescribed by Congress for the particular fiscal year. 
If additional funds were needed to supplement the revolving fund, 
these would be obtained, as at present, by Treasury borrowing author 
izations for loans or appropriations for administrative expenses under 
the existing statutory authorities. The proposed legislation makes 
no provision for appropriations to the revolving fund as such. 

The control by the Congress would be the same as at present. The 
annual budget submission would include language proposing specific 
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obligation limitations for each loan program and for administrative 
expenses. Obligations could be incurred only in accordance with 
these limitations. We believe establishment of a revolving fund will 
improve the fiscal operations of the Farmers Home Administration 
and will reflect a more accurate picture of its expenditures 


DISASTER-LOAN REVOLVING FUND 


Now, a further item on our handling of the disaster-loan revolving 
fund as a matter of information for you. 

Public Law 38 which abolished the Regional Agricultural Credit 
Corporation and established the disaster-loan revolving fund will have 
its 10th anniversary in April of this year. During the 10-year period, 
it is estimated that more than 300,000 loans totaling in excess of 
$550 million will be made. Without such assistance, many farmers 
would not have been able to continue in the farming business. The 
severe drought which affected wide areas of the country for a pro- 
longed period in recent years resulted in large disbursements from the 
fund. In some cases, borrowers suffered successive crop losses. 
Many of these borrowers are now on the road to recovery and are 
repaying their indebtedness at a rapid rate. 

The good financial condition of the fund tends to prove the wisdom 
and adequacy of the statutory authority for meeting this type of 
credit need. Operations to date are demonstrating that disaster 
relief loans can be extended during extreme emergency conditions on a 
businesslike basis without hugh losses to the Government. This 
favorable experience of saving thousands of farm families from loss of 
their property and homes with only moderate loan losses confirms the 
necessity for practical lending policies such as we have been observing. 

Qur policies have been carefully designed to give maximum help to 
the farm family to continue their farming operations. We have re- 
sisted unnecessary refinancing of indebtedness. We intend to con- 
tinue this policy. We aim to avoid letting this become a dumping 
ground for bad debts. Also, we don’t want to take over the loan 
servicing work of other lending agencies. We have demonstrated 
conclusively that this emergency supplemental credit service will 
work well for the farm family and their creditors without the necessity 
of general refinancing. 


ADMINISTRATION OF EMERGENCY LOAN PROGRAMS 


In the administration of the emergency loan programs there con- 
tinues to be some difficulty because of the 3-percent interest rate fixed 
by statute. Generally, all of the smaller farming businesses including 
well-rounded, family-sized units can be more adequately financed with 
regular operating loans on which the interest rate is 5 percent. In 
areas where emergency loans are avaiable, usually there are operators 
whose credit requirements far exceed the $20,000 limitation on regular 
operating loans. When these borrowers are otherwise eligible we are 
obliged under existing law to make them a 3 percent emergency loan 
because there is no maximum amount for such a loan. This results 
in the large operator, often with substantial resources, getting a 3-per- 
cent loan while his neighbor with a smaller operation pays the regular 
o-percent rate. This is an unfortunate situation, yet there is nothing 
that we can do about it under existing law. 
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The 3 percent rate was fixed by action of the 1st session of the 
84th Congress. Normally, it is rare that an applicant inquires regard- 
ing the interest rate on an FHA loan. What he is primarily interested 
in is getting the funds he needs, when he needs them, for the time 
they are required. 

We are hopeful that steps can be taken in due course to correct 
this situation. 

In recent years, there has been a relatively good collection record 
on emergency loans and a reduction of potential losses. The number 
of counties designated as eligible for emergency credit has decreased 
steadily over the past few years. Designated counties have decreased 
from a high of 2,215 eligible for initial emergency loan assistance in 
1956, to 384 counties currently designated in 1959. All in all, we 
believe the authorities contained in the statute have been adequate to 
meet emergency needs of farmers. The disaster loan revolving fund 
is in a sound financial position to meet the inevitable future emer- 
gencies. We hope they will be less severe than in the recent past, 


GRADUATION OF BORROWERS 


The number of borrowers who have paid in full their indebtedness 
to the Farmers Home Administration has increased significantly in the 
past few years. In recent months this has been particularly true with 
respect to emergency loan borrowers. Many of the borrowers paying 
in full graduated to regular sources of credit for their future credit 
needs. The volume of payments in full has resulted in the total 
number of borrowers with secured loans decreasing from approxi- 
mately 157,000 on December 31, 1955, to 148,000 on December 31, 
1958. Those borrowers still indebted have reduced their delinquencies 
substantially this year. The farm and home management assistance 
extended to borrowers is designed to help them reach the stage where 
they can secure private credit to continue their farming operations. 


LOANS TO FAMILY FARMS 


Mr. Chairman, there is one point I would like to add just before 
closing. It is an item we talk about and have talked about a good 
many times with the top staff of Farmers Home Administration, and it 
is this. We feel, and we are trying continually, to get this understand- 
ing around among the State officers, and through them down into the 
county offices. : 

We feel that this agency, and I bring it up because we checked this 

olicy with you, and think this is the intention of the Congress, we 
eel that this agency has the job of helping all the farm families 
who are eligible and want to stay out on farms to stay out there, if 
they are eligible for our type of credit. We think that includes the 
small subsistence operation where, for one reason or another, it 8 
impossible or has been impossible for the agency to enlarge the siz 
of the business, physically or otherwise, and make it into a more profit 
able enterprise, on up to these emergency-type loans that have gone 
into a large scale operation. We are anxious to do what we can, all 
I think we are doing that, to help save farm families to stay out there, 
regardless of their size, primarily in this field of family-size operations. 
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Mr. Chairman, this concludes my general statement. I’ll be glad 
to answer questions now, or if you would prefer to wait until after 
Mr. Hansen’s statement, I’ll do that. 

Mr. Wuirren. We will be glad to have Mr. Hansen’s statement, 
but I would like to comment on your statement first. 

I believe it has been the attitude of Congress for many years that 
you have an obligation to make loans to the family-size farmer, in 
order to enable him to stay on the farm, even though, in your own 
judgment, it can never be what might be judged an economic 
operation. 

In such cases, I don’t believe you have an obligation to put him 
on relief. But as I see it, you have to take into consideration his 
ability to repay the full amount of the loan, taking into consideration 
all these factors. 

If you have a farmer who has a means of livelihood, however 
meager it may be, judged by many other standards, I think your 
agency has the obligation to help him stay on the farm, in line with 
the amount that is sound from your standpoint. All this talk about 
jobs being readily available isn’t so for people who are untrained or 
unable, from a financial standpoint, to move from one area to 
another. 

The other thing that I note here, and we'll go into that further after 
Mr. Hansen’s statement, is I am glad to see that you are able to see, 
in the housing field par tic ularly, that you should give attention to the 

art-time farmers who live out of town on a farm. In the housing 
bill, many folks have thought that the farm housing section was a 
come-on for votes in the Congress. With housing legislation for all 
those that live in cities, you must accept your responsibility for these 
American citizens, who are just as eligible even though they happen 
to be out in the country. if you try to limit yourselves to those who 
give full time to farming, you have a big group that is not eligible on 
either end of this thing. 

I am glad to see you recognize that, because it is in line with the 
housing bill which was passed. 

We'll be glad to have your statement, Mr. Hansen, 


GENERAL STATEMENT OF THE ADMINISTRATOR 


Mr. Hansen. Mr. Chairman, I appreciate this opportunity to 
again come before you to discuss with you the activities of the Farmers 
Home Administration and to explain the budget estimates for fiscal 
1960. 

Before taking up the various estimates, I would like to mention 
some of the factors which currently are influencing our operations. 

1. Good weather conditions have prevailed in most parts of the 
country during the past year. As a result we have had to meet a 
relatively small number of emergency credit situations. Currently 
there are only about 235 counties designated for production emergency 
loans in addition to about 150 counties which are so designated under 
the special Great Plains emergency loan program. This number of 
counties is about the lowest number designated at this time in recent 
years, 

2. We are operating under laws which have been revised, strength- 
ened and broadened each year to a point that our statutory authorities 
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appear adequate to meet all of the responsibilities now placed upon 
this agency. 

3. Again this year we are experiencing a heavy repayment record, 
This increased volume of repayments is being reflected in reduced 
delinquencies and in more borrowers paying their loans in full. The 
large volume of collections is evident in all the programs and is 
particularly evident this year in the emergency and regular operating 
programs. Many of the emergency borrowers suffering from the 
long drought have reached a point where they have repaid their 
entire indebtedness. 

4. The efficiency and caliber of our service, we believe, has continued 
to improve. The Farmers Home Administration has been able to 
absorb many of the increases in costs during recent years, including a 
portion of the 1958 Pay Act costs. The program instituted 2 or 3 
years ago to reclassify county supervisor positions from grade GS-7 
to grade GS-9 in accordance with established standards has been 
very helpful in permitting us to retain good competent employees 
and to attract new recruits of better than average caliber. Currently, 
about 55 percent of our county offices are headed by GS-9 county 
supervisors. 

5. Our relationships with other agricultural agencies and with pri- 
vate and cooperative sources of credit continue to be very good. I 
have heard no complaints of the Farmers Home Administration’s 
taking customers away from local credit institutions. In fact, we are 
quite proud to say that private credit sources are working very closely 
with our local supervisors in serving the needs of agriculture. In 
many cases our local county supervisors have been very helpful in 
assisting applicants to secure credit from other sources. Local banks 
respect the judgment of our supervisors. When our people call a 
banker and say that they have looked over an applicant’s farm and 
that he has the kind of an operation that the bank is accustomed to 
financing and has the type of security that the banks normally require, 
the banker usually takes a real interest in making the loan. 

The above factors have not only contributed to the current stability 
of our operations but several of these factors have also contributed toa 
decrease in the number of applications for our services. All types of 
loan applications last fiscal year totaled about 113,000 compared to 
an average of about 155,000 applications per year for the previous 5 
years, 

The average size of the various types of loans are much larger today 
than in the past. The increase in size is due partially to inflationary 
factors but primarily, we believe, to the fact that the farmers that 
apply to us for assistance need more resources today to carry on modern 
farming operations and to reach a point where they can be independent 
of further Government credit assistance. 


LOAN OPERATIONS 


In all direct and insured loan programs, the Farmers Home Admin- 
istration made loans totaling $330,179,000 during the 1958 year. Our 
estimate of akout $377 million for 1959 probably is somewhat high 
inasmuch as current trends lead us to believe that we will not reach 
the estimate of $58,533,000 for emergency and svecial livestock loans. 

Mr. Scott referred to the fact that the interest rate on insured loans 
has been increased to 5 percent. For farm ownership loans, this 18 
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the statutory maximum authorized by an amendment to the Bank- 
head-Jones Farm Tenant Act approved July 22, 1954. Even this 
relatively high return to the private investor is not too competitive 
under the current market conditions. However, it seems most likely 
that funds can be secured from private lenders during the rest of 
1959 and during 1960 in sufficient amounts needed to implement the 
insured loan program authorities. 

The increased adequacy of insured loan funds was a major factor 
in determining the loan authorizations contained in the budget for 
1960. 

FARM OWNERSHIP LOANS 


The proposed authorization for direct farm ownership loans is $12 
million in 1960. It is anticipated that there will be greater availa- 
bility of insured loan funds for this activity. In addition, the ex- 
piration of the statutory authority to make direct and insured farm 
ownership loans primarily for refinancing existing indebtedness expires 
on June 30, 1959, and will reduce somewhat the demand on the direct 
loan funds available. For example, during fiscal year 1958, $4,840,000 
of the direct farm ownership loan funds were used for loans primarily 
for refinancing. About $9,255,000 in insured loans were made for 
this purpose. It is not expected that the amount of loans primarily 
for refinancing will be nearly as large in 1959 as in 1958. 


FARM OPERATING LOANS 


The estimate for farm operating loans is $160 million. As I indi- 
cated earlier, the number of borrowers indebted to the Farmers Home 
Administration is falling off due to the increased number of borrowers 
paying their Farmers Home Administration indebtedness in full. So 
far this fiscal year, the number of applications for new farm operating 
loans has been about the same as last year. But, both years are 
considerably below previous years. We expect that this trend will 
continue. 

The percentage of the total operating loan funds being used for 
subsequent credit has been increasing each year recently. In 1958, 
about 49 percent of the funds were used for this purpose, and about 
52 percent of the borrowers indebted at the beginning of the year re- 

ceived subsequent loans. This increase is understandable in view of 
the need of individual operators to expand, enlarge and mechanize 
over a period of several vears. The reduced number of indebted 
borrowers will result in some reduced need for subsequent loan assist- 
ance in 1960. Also, we intend to continue and strengthen our efforts 
to reduce the number of borrowers requiring subsequent assistance. 
The reduction of $20 million in farm operating loans is in recognition 
of these and other factors all of which seem to indicate a reduced 
need for funds in 1960. 


SOIL AND WATER CONSERVATION LOANS 


_ The estimate for soil and water conservation loans in 1960 is $1 mil- 
lion. This reduction from the amount available in 1959 is based almost 
entirely on the greater anticipated availability of insured loan funds. 
In years past when insured loan funds were fully adequate, there was 
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little or no need for direct soil and water conservation loan funds ex. 
cept in isolated instances where private lender funds were not available 
or where local State laws made it desirable to use the direct loan au- 
thority for loans to groups of farmers. There has not been a con- 
tinuing heavy demand for soil and water conservation loans, probably 
cause of the more favorable moisture conditions that have existed be 
recently. 
FARM HOUSING LOANS 


The budget estimate for farm housing loans in 1960 is $12 million, 
The 1960 estimate represents an attempt to reduce the use of direet 
Government funds for farm housing loan purposes in favor of 4 
greater use of insured loan funds from private lenders. I expressed 
this same objective last year in connection with the estimate of $10 
million contained in the budget for 1959. Since that time, two de- 
velopments have changed the picture for 1959. First, insured loan 
funds were not adequate for utilizing the loan authorities under title 
I of the Bankhead-Jones Farm Tenant Act for the construction or 
repair of housing and other farm buildings as an alternative to the 
regular farm housing loan authority and funds. The increase in the 
interest return on insured loans should correct this situation for 1960, 
Second, there was a change made in the eligibility requirements for 
farm housing loans during March 1958, as an antirecession measure. 
It was known that a substantial volume of applications had been 
received from farmowners, particularly on small farms, whose incomes 
were derived primarily from off-farm sources. Prior to March 1958, 
our regulations confined farm housing loan assistance generally to 
bona fide farmers receiving a substantial portion of their cash income 
from the sale of agricultural commodities grown on the farm. The 
antirecession change in eligibility requirements permitted assistance 
to be rendered to individuals living on small tracts of land producing 
only a small volume of agricultural commodities for sale or home use. 
We are not anticipating a sustained heavy demand from applicants 
who are now eligible but who were not eligible under the previous 
regulations. 

The insured loan authorities under title I of the Bankhead-Jones 
Farm Tenant Act are to a large extent a duplication of the farm 
housing loan authorities. The principal difference is in the authority 
for loans on small tracts which are not as broad under title I of the 
Bankhead-Jones Farm Tenant Act as they are under title V of the 
Housing Act of 1949. To the extent, however, that building con- 
struction assistance cannot be given under title I of the Bankhead- 
Jones Farm Tenant Act the farm housing loan authority can be utilized 
within the estimate of $12 million for 1960. 


SALARIES AND EXPENSES 


The budget estimate of $31,300,000 for salaries and expenses is the 
same amount as is available this year., In addition, it is estimated 
that $1 million will be available for administrative expenses from the 
farm tenant mortgage insurance fund representing the one-half of | 
percent insurance charge available for this purpose. This also is the 
same amount as is available in 1959. 
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DEBT SETTLEMENT ACTIVITY 


Each year we have reported on progress being made to remove bad 
debts from the books. This has been a large undertaking because of 
the many depression born accounts taken over from the Farm Security 
Administration and the Emergency Crop and Feed Loan Division 
of the Farm Credit Administration. I think a good job has been done 
in applying our statutory debt settlement authorities in such a way 
as to give due consideration to the circumstances of the borrower, 
the history of the indebtedness and consideration for the intent of 
the statute. 

In reviewing the situation today we find that about $291,500,000 
of rural rehabilitation loan indebtedness and $123,829,000 of emer- 
gency crop and feed loan indebtedness was taken over by the Farmers 
Home ‘Adininisteation on November 1, 1946. As of June 30, 1958, 
the rural rehabilitation loan indebtedness had been reduced to 
$14,600,000 and the emergency crop and feed loan indebtedness to 
$7,150,000. Actual collections on these two loan programs during 
this period were $262,130,000, of which $212,070,000 was principal 
and $50,060,000 was interest. A total of $179,133,000 in principal 
was written off and judgments were taken for $2,376,000 in principal. 
The debt settlement activity is a part of the general statutory au- 
thority available for all loan programs including by recent amend- 
ment the emergency loan programs. 

Mr. Chairman, that concludes my formal statement. I’ll be proud 
and happy to be of any service to you that I can. 


DISTRIBUTION OF PRODUCTION SUBSISTENCE LOANS 


Mr. Marsuatu. I wonder if you could tell us, Mr. Hansen, how 
you distribute funds to the various States on the basis of production 
subsistence loans. What sort of formula do you use in distributing 
production subsistence loans? 

Mr. Hansen. Pretty much based on history. Mr. Barnard can 

give us the rundown to it, on the details of it. 
_Mr. Barnarp. The actual process we go through is this. The 
Statistics Branch prepares 5 or 10 different schedules showing 
possible distributions. For example, one schedule is based on the 
various classes of farms which would produce the estimated number 
of low income farmers that might be expected to need assistance. 

Other schedules show the history of the loaning by States over the 
last 8 or 10 years and the estimated amount of the funds that would 
be needed to take care of subsequent loans to borrowers already 
indebted, so as to arrive at the remainder that might be distributed 
to States for new borrowers. In the final analysis, the principal 
factor in the distribution has been the historical distribution. 


ALLOCATION OF OPERATING LOAN FUND TO MINNESOTA 


Mr. Marsuauy. How much did you allocate to the State of Min- 
hesota for the fiscal year 1959? 

Mr. Barnarp. The initial operating loan allocation to Minnesota, 
Mr. Marshall, is $4,200,000, which is still the amount allocated. 
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Mr. MarsuHatu. In addition to that $4 million, the State of 
Minnesota has Rural Rehabilitation Corporation. How much money 
was available in that last year? 

Mr. Barnarp. Well, there has been a new development on the 
Rural Rehabilitation Corporation assets. As you know, Minnesota is 
the corporation with probably the largest assets. This year, there has 
been a policy determination to return the assets of these corporations 
to the States as soon as this can be done in a practical way. 

In the case of Minnesota, there has been no action so far, but in 
order to preserve the assets in as good a condition as possible and to 
simplify the process of returning the assets, we have not used any of 
the Minnesota corporation funds for operating loans except for some 
supplemental loans to borrowers already indebted to the corporation. 

Mr. MarsHauu. What is the current balance of that fund? 

Mr. Barnarp. The allotment we made to them for that purpose 
was $151,000. We have now invested 

Mr. MarsHAuu. You misunderstood me. What are the cash assets 
of that corporation? 

Mr. BarRNARD. I don’t have them here, but I think the cash assets 
are around $1.8 million. The total assets are around $3,600,000. 
We have invested about $1,400,000 in Treasury 91-day bills. 

Mr. Marsuauy. When you allocate your initial allocation of $4 
million to the State of Minnesota, what credit do you give to that 
State fund? 

Mr. Barnarp. I think I am right in this. Maybe someone would 
want to correct me. But in determining the distribution of the 
regular loan funds, the corporation funds are not taken into account. 
That might mean, of course, that if Minnesota’s initial allocations 
from the regular loan funds were reduced in previous years because of 
the use of State corporation funds, they might be similarly less in the 
current year. 

That is your point, I guess. 

Mr. Marswatu. You allocated in your initial loan operation $4 
million for this fiscal year. 

Mr. Barnarp. $4,200,000. 

Mr. MarsHautyu. How much additional have you allocated? 

Mr. Barnarp. There has been no additional allocation to Minne- 
sota so far. February 28 obligations were $2,027,000. In addition, 
$345,000 was set aside on February 28 for loans to indebted borrowers. 
So they have a balance of $1,828,000 for new borrowers as of February 
28, from the $4,200,000. 

Actually, the correspondence I have seen is that Minnesota doesn’t 
anticipate that they would need more than $4,200,000 this year. 

Mr. Marsuatu. During the fiscal year of 1958, how much did you 
allot to Minnesota? 

Mr. Barnarp. In fiscal year 1958, we allocated from the regular 
operating loan funds $4,200,000. 

Mr. Marsnatu. Of that $4,200,000, then, did you allot any addi- 
tional to Minnesota? 

Mr. Barnarp. Yes, sir. At the tail end of the year, when the 
funds were being pooled, Minnesota obligated an additional $275,000, 
so they finally obligated $4,475,000, but the initial allotment was 
$4,200,000. 
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In addition, on the Corporation funds, Minnesota used $292,000, of 
which $275,000 was for subsequent loans, and only $15,000 for initial 
loans so the sum of the. total operating loan obligations in Minnesota 
in 1958 was about $4,770,000. At the end of the year, there was an 
unused allotment of corporation funds of $704,000. 


ALLOCATION OF OPERATING LOAN FUNDS TO STATES 


Mr. MarsHa.u. I think it would be desirable to place in the 
record at this point the amount of money that you have initially 
budgeted to each State, the subsequent amount of money that you 
allotted the State, and the amount of money that was finally obligated 
at the end of the fiscal year 1958; and do you have the figures as of 
February 28? 

Mr. BARNARD. Yes, sir. 

Mr. MarsHaLu. Could you give us those figures and your estimate 
as to the balance of this fiscal year? 

Mr. BARNARD. Yes, sir. 

Mr. MarsHALL. Fine. 

(The material requested follows:) 
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POLICY FOR MAKING SUBSEQUENT PRODUCTION AND SUBSISTENCE 
LOANS 


Mr. Marsuatu. I wonder if you might tell me what your policy is 
on the renewal of production and subsistence loans Could you do 
that, Mr. Hansen? What is your policy in regard to renewing produc- 
tion and subsistence loans? 

Mr. Hansen. We actually do not have a renewal procedure. Do 
you want a fuller explanation? 

Mr. MarsHatu. That is right. 

Mr. Hansen. We proceed with a subsequent loan even though a 
borrower may be delinquent on his note if it appears that his delin- 
quency can be worked out. 

I would like Mr. Smith, whom you know very well, to make a 
statement. 

Mr. Smitu. Mr. Marshall, since the enactment of the Farmers 
Home Administration Act in August 1946, the agency has never 
followed the practice of actually accepting renewal notes for outstand- 
ing indebtedness of operating loans. We do, though, at the end of 
each farming year have what we term a year-end-analysis business 
session with the borrower and his wife. Our county supervisor meets 
with the borrower and his wife and looks over the last previous year’s 
business from the standpoint of expenses, indebtedness, and improve- 
ments they have made in their farming operations. He then works 
out with the family a plan of operating the farm for the succeeding 
year. In that process, the supervisor and the borrower family arrive 
at the amount that they will be able to pay on the FHA loan for the 
ensuing year. 

However, sometimes that is more, sometimes it is less than the 
amount due under the note including any current delinquency. But 
that informal understanding is made a part of the farm and home plan 
as developed with the family. The agency has not adopted the prac- 
tice of accepting renewal notes for operating loan indebtedness com- 
parable to commercial practice. 

Mr. MarsuHatu. In your estimation, how is this policy working out? 

Mr. Smiru. I think it has worked very well. I worked with the 
predecessor agency, Mr. Marshall, when we did follow a practice of 
renewing the rural rehabilitation type loans. There were two things 
wrong with the renewal process, I believe. 

In the first place, they are a very expensive operation for a large 
nationwide credit institution, and second, the policy had a tendency 
to fail to bring to the surface problem areas where we needed to con- 
centrate on more servicing of the loans. 

I think the practice we are following now is a much more acceptable 
national policy. 

Mr. Scorr. Mr. Marshell, might I add here 

Mr. MarsHatu. Yes, surely. 

Mr. Scort. It is the policy to be lenient in collecting these unpaid 
balances and to allow more time to the extent it is possible to work 
out repayments from future income. The fact that they have de- 
linquent payments is analyzed, to look back and see what was the 
cause and to deal with it in a sympathetic manner. 

Mr. MarsHa.u. A borrower who might have lost his crops throws 
some disaster or lost his livestock through some disease, and you wo 
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be inclined to carry him as a delinquent account, is that what you 
mean? 

Mr. Scorr. Well, he would have to be shown as a delinquent 
account, but he would certainly be given every opportunity to con- 
tinue his operations. As contrasted with that, we occasionally have 
a borrower who uses proceeds of mortgaged property. Fortunately, 
it does not happen too often, but occasionally we get one that does, 
in spite of all the attempts that have been made to explain that certain 
types of funds are committed for application on the loan, and the 
mortgage applies to sales of mortgaged property. A person who per- 
sists in disregarding that and as a result getting a Sate in a badly 
unsecured position, certainly that borrower is not going to be given 
the same kind of sympathetic assistance as the one that you referred to 
as having had some losses for reasons beyond his control. 

Mr. MarsHauui. During the period that we are now in, we are con- 
tinually faced with the comment that all farmers are faced with the 
problem of operating costs. I would be almost convinced that your 
farmer clients that you are dealing with would have the same problems 
that other farmers would have in that regard in meeting the current 
operating expenses. How do you work with other creditors such as 
dealers who furnish repairs and oilmen that furnish gasoline, with 
feedmen that furnish feed, with current operating items in connection 
with the loans? 

Mr. Scorr. Mr. Marshall, I know it is the policy to handle these 
outside accounts in a manner that will bein the long-term best interests 
of the borrower. 

I think I should ask Mr. Smith, who is more familiar with the de- 
tails of that, to respond. 

Mr. Smita. Mr. Chairman, with respect to that type of operating 
costs, the agency follows the practice and policy of either advancing 
the funds to meet the current operating costs of a borrower or releasing 
income during the year to meet the expenses. One or the other 
methods is used. 

Mr. MarsHatyt. Maybe I have not been quite specific enough, but 
we will say that here is a family that you are financing and it comes 
right up to harvesttime, his crop is there and you are interested in the 
crop because it is a lot of the security that you have, and all of a 
sudden he has a breakdown of something that he has got to take care 
ofright away. If a dealer put him on his book for repairs, that would 
be an unsecured debt, as far as you are concerned. 

Mr. Suiru. That is right. 

Mr. Marswatyi. How would you handle that kind of matter? 

Mr. Hansen. We certainly would attempt to help the borrower 
budget his income to take care of those essential expenses, like repairs, 
or if he needs a little more fuel or needs something along the line. 
And I think that throughout, the problem with few exceptions, has 
been handled very well. There might be some exceptions where the 
man may have gone beyond his actual needs. 

But certainly if it is a legitimate expense and within his limitations 
to pay the obligation we would assist him in one way or another. 

Mr. Smira. We would be glad to file with the committee, Mr. 
Marshall, a copy of our release authority that covers very specifically 
the type of case that you have in mind. Our supervisors have 
delegated authority from the Administrator to make appropriate 
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releases or subordinations of our crop liens to take care of emergency 
needs such as that. 

Now, there is one limitation that we have to exercise, we think,in 
order to be prudent lenders of public funds. If the borrower’s account 
for some reason beyond our control is being liquidated, we, of course, 
are not authorized to release funds derived from the sale of our secu- 
rity to pay outside debts. But other than that exception, our field 
people have ample authority to meet those kinds of emergency needs 
of borrowers. 

ADMINISTRATIVE EXPENSES 


Mr. MarsHatu. On page 312 of your justification, where you make 
mention of production and subsistence loans, you show that your total 
number of all loans in 1949 was 100,605. You show your total num- 
ber of all loans in 1956 was 72,478. That is a drop, roughly, of. more 
than 25 percent. 

Now, if you have a drastic drop of that nature in your work, should 
that not be reflected back in the savings on salaries and expenses? 
What answer do you have to that? 

Mr. Hansen. Well, I think there have been savings. Certainly 
many of the ordinary expenses like rentals have gone up, as you know. 
We are, I believe, still paying less mileage to our travelers than most 
agencies do. And even salarywise, I think we are on the lower side 
with most agencies. 

I am convinced that we have done much in the field of what we 
sometimes refer to as credit counseling. I believe that our relation- 
ships with bankers, with creditors, and with other agencies are in a 
very good status and much of that, I believe, is attributed to our at- 
tempting to work closely with those institutions. Many times an 
applicant with the assistance of sound credit counseling from our 
supervisor can get his credit through conventional sources. 

I believe we have been of real assistance to farm families in assisting 
them to work out their credit needs to help them plan their farmin 
operations as a whole. And it puts them in a better position to dea 
with private and cooperative credit institutions. 

In that respect, I think it has contributed to the success of our pro- 
gram; we certainly need the people to do that. 

And another thing, too, that exists, particularly out in the section 
of the country where you come from, Congressman, we are very 
nearly on a minimum basis with respect to coverage. If individual 
county supervisors had more counties to cover they would not have 
enough time to go around. They have their committees to meet 
with; they have their applications to review; they have loans to 
service, their collections, and all those things. 

Those things, I believe, are some of the factors that must be 
considered in this. 

Mr. Grant. Mr. Marshall, over the period of time that you are 
comparing, there has been a substantial reduction in average em- 
ployment for the Farmers’ Home Administration. There have been 
increased salary costs which have tended to keep the appropriation 
up, but the average employment has dropped about a thousand 
since 1951. ~ 

Mr. MarsHati. Perhaps you might give me the list of your 
employees in 1949. 
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Mr. Grant. In 1949, it was 6,083; 1950, it was 6,369; 1951, it was 
6,741; 1952, it was 6,632; 1953, 6,620; 1954, 5,877; 1955, 5,482; 1956, 
5,749. ‘They reflect average annual employment for all funds for the 
Administration, including salaries and expenses chargeable to the 
disaster loan revolving fund. 

Mr. MarsHauu. During the same years, could you give me the 
number classed as county supervisors in that period? 

Mr. Grant. It can be furnished. 

Mr. MarsHaty. Will you supply that for the record? 

Mr. Grant. Yes, sir. 

(The material requested follows:) 


Fiscal year and average annual county supervisory employees 


2, 127 
2, 331] 1! 
2’ 312| 1956 

Mr. Wurtren. In connection with this, I think it would be well 
for us to see, if you have not presented it already, the amount of 
money that is paid out for personnel that work on disaster loans. 

Mr. Barnarp. We can, Mr. Chairman. 

Mr. Wuirren. We would be glad to have it put in the record. 

Now, several years ago, when they tried to set up a new and sepa- 
rate committee to handle disaster loans, this committee insisted that 
it be handled through the Farmers Home Administration. We have 
seen the employees enlarged to meet this need. Now that you point 
out this need is slackening off to a degree, it makes me wonder whether 
you are in a position to make this reduction in personnel back to the 
level that you formerly had. What is the picture and what can we 
expect? 

Mr. Hansen. We will get those—unless you have those, Mr. Barn- 
ard. I know there has been a reduction but, frankly, I do not have 
the figures at my fingertips. 

Mr. Barnarp. I have them here. 

Mr. Wuitren. You might tell us the highlights and then put the 
full figures in the record. 

Mr. Barnarp. Actually, I am giving this roughly now. 

_ The Farmers Home Administration currently is using for admin- 
istrative expenses about the same amount that it was using in 1952 
except for the disaster loan revolving fund. Average annual employ- 
ment in 1960 is estimated at 5,740 compared to 6,632 in 1952. This 
is a 14 percent reduction and includes all funds. 

Now, there are some increases in workload. 

Mr. Marshall has pointed to a decrease in the number of operating 
loans since 1949, but of course there has been an increase in the farm 
ownership loans. The emergency loan program and the farm housing 
oan program have both been taken on since 1949. Those did not 
start until about the beginning of the fiscal 1950 year. So those entire 
programs have been carried out notwithstanding the reduction of 
some $00 employees since 1952. 

Mr. Wuirren. You might give us for the record for the last several 
years the number of personnel, the number financed from appropriated 
unds, and what was charged up to these special funds; and, with that, 
show what the picture will be for the coming year. 
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Mr. Scorr. Mr. Chairman, could I say, as a general policy, that | Average 
they must get this temporary help back out of the picture as rapidly 
as possible after they have handled the bulk of demand over these | ——— 
long drought periods. But we felt that they ought to, to the extent Fiscal y¢ 
that they need these folks, get the collection job taken care of first. 

Mr. Wuirten. Well, we want the facts in the record as to what 
the plan is, and from that we can determine whatever position the 
Congress should take. 

(The information requested follows :) 


Average annual positions and amount of funds obligated for 01 Personal services by 
appropriation 





Average Total 
Fiscal year Appropriation number personal 
of all em- services 
ployees 


Farmers Home Administration 5, 6 $20, 108, 699 

Disaster loans, etc., revolving fund 2 8, 005 

Operation and maintenance of resettlement and rural re- 210, 116 
habilitation projects. 

State rural rehabilitation corporation funds 1, 018, 793 


a aE Da ii wis tsrtrntdn ) os eebnd nicecesdacs p< 21, 345, 703 


1959 estimate. 


Farmers Home Administration , . 
Disaster loans, etc., revolving fun 397, 
Loans to farmers, 1948 flood damage : ; 1960 estimate. 
Operation and maintenance of resettlement and rural re- 
habilitation projects. 
State rural rehabilitation corporation funds 
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Farmers Home Administration 
Disaster loans, etc., revolving fund 
State rural rehabilitation corporation funds-_............-.-- 


Total, all funds 


Farmers Home Administration ; 4 
Disaster loans, etc., revolving fund Mr . W 
State rural rehabilitation corporation funds-_--...---.-- which a 

Flood prevention : 6, 966 yo 
Working fund, Atomic Energy Commission... percent { 


Total, all funds accept ye 


Farmers Home Administration that the 
Disaster loans, etc., revolving fund 44 reduction 
State rural rehabilitation corporation funds ili 
Flood prevention celing OF 
Economic and technical assistance, Mutual Security Act, withdraw 
allotment to Farmers Home Administration. 
made eit 


Pens Gin CN oi RL ahi} Jackies 
oo actually 


Farmers Home Administration . 505, In farn 
Disaster loans, etc., revolving fund 
State rural rehabilitation corporation funds to make 
Technical assistance, Mutual Security Act, allotment to a d b 
Farmers Home Administration. n ‘Subs 
lending ¢ 


Total, all funds you 
ro 
Farmers Home Administration P P 


Disaster loans, etc., revolving fund iow, 
State rural rehabilitation corporation funds 346 increase i 
Technical cooperation, general, executive 

Advances and reimbursements insured lc 
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Farmers Home Administration would be 

~Disaster loans, etc., revolving fund 666 same as t 
State rural rehabilitation corporation ‘frandig 0 M S 
Technical cooperation, general, executive Mr. SC 
Advances and reimbursements 
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Average annual positions and amount of funds obligated for 01 Personal services by 
appropriation—Continued 























Average Total 
Fiscal year Appropriation number personal 
of all em- services 
ployees 
ae. cs nnaoreel Farmers Home Administration__._..-.......--.--- Be taints 5, 132 | $22, 999, 571 
A Disaster loans, etc., revolving fund_.__..-_.._-- a4 ob hiebice | 931 3, 432, 046 
State rural rehabilitation corporation funds-__......_...--- 88 395, 865 
Technical cooperation, general executive__.............----| 3 17, 707 
| Advances and reimbursements. --.......--..--..--..----- 15 66, 792 
Total, all funds. ........--- ic edbbddéees ait Ste hen pets 6,169 | 26,911, 981 
} ————————————— ———————— 
1958......------.-...| Farmers Home Administration... -...-.....-.-....-.-...- 5,081 | 24, 190, 656 
Disaster loans, etc., revolving fund__.........----------.-- 711 3, 253, 726 
State rural rehabilitation corporation funds_._..........---| 57 270, 583 
| Technical cooperation, general, executive................-- 2 18, 753 
Watershed protection.................-- Agbditeeesedenn dss 1 10, 677 
| Advances and reimbursements_-__._..........-..-.------- 15 67, 586 
OU AEs Rae cotta eeng nets okays soneeaucant 5,867 | 27,811, 981 
1959 estimate........| Farmers Home Administration____................---.-.-- w 5,068" 25, 561, 515 
| Disaster loans, etc., revolving fund__-_...........-...-.--- 699 3, 461, 500 
| State rural rehabilitation corporation funds_..............- 41 209, 700 
| Technical cooperation, general, executive.................- 4 30, 990 
| Watershed protection -..._...--. dosbbuddpis.§.=-..d55334 abs 3 21, 500 
| Advances and reimbursements..-...............-.......-.-| 16 77, 500 
| ONE CF CI so kcegccccncunndecdanababtesnenainn oshenel 5, 831 29, 362, 705 
1960 estimate........| Farmers Home Administration..............-.-.......-.--- 5,002 | 25,475,175 
| Disaster loans, etc., revolving fund_.-_-...-....-..-.----.-- 694 3, 459, 400 
State rural rehabilitation corporation fumds____--_...._--- 21 103, 800 
Technical cooperation, general, executive......-....-.-..-- 4 30, 990 
Watershed protection .................-........ a eaeeeigtaged 6 40, 000 
Advances and reimbursements__...............-...-..--.- 13 65, 000 
ORG), OE DOMES 6 Senn cdcsdccccecnedcd didededeeeess 5,740 | 29,174, 365 








PROPOSED REDUCTION IN LENDING AUTHORITY 


Mr. WuitteNn. Mr. Scott, I notice that the 5-percent interest rate 
which you have recently announced for insured loans would leave 4 
percent for the banks or the others who might make a loan and 
accept your guarantee. Apparently that is the highest interest rate 
that the law will permit you to charge. Now you have requested a 
reduction in loan authorization. May I say for the record, this is a 
ceiling on what you could do, and therefore the money would not be 
withdrawn from the Treasury, nor would the interest charges be 
made either against the Government or the borrower until you 
actually withdraw the funds and made the loan. 

In farm ownership loans, you ask for a reduction in your authority 
tomake loans of $12 million. For farm operating loans, production 
and subsistence loans, you recommend a further reduction in your 
lending authority of $20 million. In various farm housing loans, 
you propose a reduction in your lending authority of $48 million. 

_ Now, you predicated that request on the expectation that an 
Increase in interest rates will enable you to meet this problem with 
insured loans. 

Now, if your guess is wrong, as it was wrong last year, then you 
would be without the ability to meet the needs, if the needs were the 
same as this year. Is that not true? 

Mr. Scorr. Yes, that is correct. 
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ESTABLISHMENT OF A CONTINGENCY FUND 


Mr. Wuirren. Now, you have given us your best judgment, 
But I am asking the question whether the committee should not con- 
sider whether these reductions should not be put in here as a contin- 
gency so that, if it should prove to be the other way, then we would 
have left it where you could meet the need by direct loans. 

If we provide such a contingency, the Bureau of the Budget would 
have to release it, and I presume they would do so on the proper 
showing of need. So we would have fixed it where you would not 
have to come back for a deficiency or be unable to meet that need. 

Mr. Scorr. Mr. Chairman, we have been encouraged by the 
response that State directors get from this increased interest rate to 
investors, and certainly a 4-percent rate ought to be acceptable toa 
great many of them. These reports are quite encouraging to us, and 
that = taken into account very strongly in getting these estimates 

ether. 

r. WHITTEN. Certainly to put this contingency in would do youno 
harm. It could not be drawn against except after approval of the 
Bureau of the Budget. Your plans would not be to call for it if the 
other worked? 

Mr. Scorr. That is right. 

Mr. Wuirten. But if perchance the other did not work, it would 
give you latitude that you otherwise would not have, would it not? 

Mr. Scorr. That is right. 

May I say, we have made these estimates in good faith? 

Mr. Warrren. Certainly. 

Mr. Scorr. And we believe that we can get along. 

Mr. Wurrren. I have no reason to say that you are wrong. 

Mr. Scort. Yes, sir. 

Mr. Wurrren. I know they are offered in good faith. But to make 
this possible, does not in any way release it except on proper showing. 
I cannot see that it would do any harm in those situations to give you 
this leeway. After all, the funds would be available if needed and, 
if not needed, would cause no problems. 


EXTENT OF FARM HOUSING LOANS 


This housing program, Public Law 1020, 80th Congress, provided 
$450 million authorization for farm housing loans. How much of 
this lending authority have you used through the years? You might 
tell us now, and then correct the record to show the full amount of 
loans that have been made each year. 

Mr. Hansen. Do you want that for the record, or do you wish @® 
expression now? . 

Mr. Wuirren. I would like to have an expression now, but with 
the correct figures put in the record. You could give me round 
figures, if you can. 

Mr. Barnarp. The first year of the housing program under the 
$450 million authorization was $19,474,812. That was 1957. hh 
1958, it was $33,065,872. The estimate for this year is $60 million 
and it looks Tike we will finally obligate about $55 million. 
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LOAN COLLECTIONS 


Mr. WuirteN. Little mention is made of the amount of money that 
you collect each year by reason of these programs or by reason of the 
disaster loans. Could we have in the record the amount of collections 
that you had last year for each of these programs. The amount col- 
lected is what you paid into the Treasury and which, under your 
proposal before the legislative committee, would go into the ae 
fund? Could we have those figures for each of these programs, an 
then a grand total? 

Mr. Scorr. Mr. Chairman, we would be glad to do that. 

And may I say, and I believe each member of this committee would 
share this feeling: We think this is a splendid tribute to the people we 
serve and to this program. This is not a hardboiled collection policy, 
but when you see these figures you will see that the repayments are 
splendid. And it is just abundant evidence that the people we are 
serving are good, fine, honest, strictly hard-working people that are 
paying bac kas rapidly as they can. 

(The material requested follows:) 


Principal and interest collections during fiscal year 1958 











Principal | Interest Total 
Direct loan programs: 
Regular programs: 
Form ownersliip 1OOU6. . o.oo oso dn ook c week tend $15, 578, 294 $8, 479, 747 $24, 058, 041 
ee OE BOON. 2. ncn nnesehmertiquameenans 160, 528, 788 16, 176, 159 176, 704, 947 
Soil and water conservation loans_...................- 3, 005, 858 762, 635 3, 768, 493 
DN OURS ODO. 55 iodides baatieds ca nddsswttlie tuk 7, 867, 536 _ 4 356, 975 11, 224, 511 
Subtotal (proposed revolving fund) !_.__.........--- 186, 980, 476 98, 775, 516 | 215, 755. 992 
Other loans: 2 Water conservation and utilization project 
os. oan ht arccuadthseuiirmaaswndéwacneasmaagss 261, 685 63, 287 324, 972 
Disaster loan revolving fund: 
Production emergency loans.............-....--...-.- 37, 815, 280 1, 279, 776 | 39, 095, 056 
Economic emergency loans_-..-......-...-.--..----..- 7, 387, 752 392, 602 | 7, 780, 354 
SINGS CUES TOE on win icinndinwenaerenes ania 10, 392, 422 198, 270 10, 590, 692 
STII 0 Pe ee nn ee wuinbe carpio 69, 866 10, 396 80, 262 
_ Special livestock loans.........-----------------------| 18, 916, 309 1, 021, 480 14, 937, 789 
State rural rehabilitation funds.....-.-------------------- | 7, 828, 429 986, 562 | 8, 815, 001 
GEL BOGE 108 DIONNE, ice knnnencnngucwankasacee | 264, 652, 229 | 82, 721, 889 297, 330, 118 
Insured loan programs: an’ i ft ar esa at na rer 
SE EIS DORON, on... as cssntdbahends dukiwadabaee 9, 140, 530 | 4, 630, 262 | 13, 770, 792 
Soil and water conservation loams_....................---- | 3, 719, 567 | 807, 028 4, 526, 595 
Total insured loan programs. -.......-.--..-.---- sy eee, 097 5, 437, 290 | 18, 297, 387 
Grand total, direct and insured loan programs. ...-.--- 277, 512, 326 38, 165, 179 “15, 677, 505 


' All of these funds would have been deposited in the proposed Farmers’ Home Administration revolving 
fund. In addition, $64,079 in miscellaneous rece ipts and approximately $400,000 in payments on judgments 
would have gone into the revolving fund. 


* These collections and collections from watershed protection loans would be excluded from the proposed 
revolving fund. 


Mr. Marsuauy. It might be interesting at this point, where Mr. 
Scott makes such a fine commendation about these borrowers, Mr. 
Chairman, to point out that I had the privilege of working with this 
program the e arly part of the forming of it, and although I came into 
the picture sometime after it had been underway- but I think it is 
interesting for the record to show at this time that, with the deplorable 
‘ondition of agriculture from a credit standpoint, that people who 
lormed this program throught that if 50 percent of the value of the 
ans were repaid, it would be a marvelous record and a splendid one. 

33913 — 59—pt. 3 47 
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Mr. WuirttEen. That is back in the midthirties, is it not, when it 
first. started? sel 
Mr. Marsna.u. That is right. 


IMPACT OF FARMLAND VALUES 


And I think it is also interesting to make the comment that, during 


the thirties there was a considerable amount. of comment made during 
that period about the situation in connection with real estate values, 


Economists throughout the country during that period pointed to the 
fact that one of the real problems of the farm depression was the fact 


that the index values of land had gone as high as they did in the 
twenties. 

And it is interesting to note today we are coming out of a period 
where index values on land are considerably higher than they were in 
the twenties. sat 

And so I am pointing that out because people were thinking in 


terms in the early thirties that a person might possibly be able to 
pay for a farm in 40 years at a 3-percent interest rate. Today, you 


are sitting across the table from us and talking about paying for 
farms in a much less period of time than that at a 5-percent interest 


rate, which is, I think, worth mentioning on the record at this point. 
Mr. Wuirren. In that connection, Mr. Marshall, I would like to 


point out that the Department and many writers for magazines and 
newspapers point out the present high values of farmland—as though 


that of itself was a help to the farmer to make a living. As a matter 


of fact, the more investment he has to have in land, the more he has | 


to carry. Certainly he has to set aside something to offset the debt, 
if it isa debt. So the more investments he has, the more gross returm 
he has to have to have any kind of a sound business operation. 

So I wish to agree with my colleague from Minnesota in saying that 
the very fact of very high priced land, either compared with former 
values or compared with the gross return from the land, is one of the 
danger signs and one of the problems in the present farm situation. 

I think a lot of it is not farm policy entirely, it is the inflationary from 
trend that we are going through with. It is because many people 
want something solid. Those that are well fixed financially in many 
areas are trying to buy land, even though they do not have much r- 
turn from it, because of the idea that it is a hedge against a cheapening 
dollar. 

And certainly, based on history, we are living in a time when we 
ought to give thought to the similarity between the situation now and 
in the 1920’s, when the stock market was rising and everybody thought 
they really made money and contributed to the economy, gambling 
what the stocks might do. To a degree, it looks to me that people 
are doing that today. 

Mr. Scorr. Mr. Chairman, I think this agency is, largely through 
its State and county people, making a much greater contribution to 
good, sound credit help to farm families, than these relatively small 
number of loans would indicate. We see evidence right along of the 
discussions that these county supervisors are having with county 
bankers and showing them the possibilities of sound ways of finanemg 
these farm families. 





The bi 
among W 
But th 
in some s 
of the bi 


the cred 
lenders t 
better he 
loaning. 
Mr. W 
the borre 
out in th 
program 
the reco 
a securit 


have in | 
Mr, Si 
(The 1 


Tue C1 


The nat 
50 percent 
from 1921 
cent in the 
the depre: 

Apart fi 
real estate 
situation 

(1) The 
and partic 
retirement 
times ann 
farm incor 
value of f 
1958, and 
return was 

(2) Altl 
was about 
tion to th 
represents 
Written to 
for amorti: 
to finance 
substantia 
that borro 

(3) Abo 
who will a 
ment has j 
eficient u: 
achieved f; 
4 substant 
persons bi 
slower rate 
_ (4) Fan 
meome frc 
tore than 
come from 
rary declin 
acquiring 1 
obligations 
DNees gine 





1997 


The banks have various types of enterprises in their communities 
among which they have to divide up their loanable funds. 

But there is no question but what our people out there are putting 
in some splendid educational efforts, and they are showing up in some 
of the better understandings with these banks. I think it is all to 
the credit of the agency that we are trying to get other agricultural 


lnders to make loans to additional farm families by understanding 
better how we are able to develop a sound and constructive basis for 


loaning. 
Mr. Wuirren. Mr. Scott, you have given a fine commendation to 


the borrowers, and you have given a fine commendation to the people 
out in the field. And I would appreciate it, since the direction of the 


program must of necessity be a national one, if you would place in 
the record at this point those things that would tend to provide for 


a security of income position for farmers today, which they did not 
have in 1920. Could you do that? 
Mr. Scorr. We will try it. 


(The material requested follows: ) 


Tue Current Farm Reat Estate SirvatTion CoMPARED WITH 1921—25 


The national average value of $104.80 per acre on November 1, 1958, was about 
50 percent above the March 1, 1920, level and nearly double the level that prevailed 
from 1921 through 1925. Following the 1920 peak, land values declined 22 per- 
cent in the following 5 years, and the decline continued through the late 1920’s to 
the depression low in 19383. 

Apart from the marked difference in the level of land prices, the current farm 
real estate and credit situations differs in several important respects from the 
situation that prevailed in 1921-25. 

(1) The ratio of net farm income to market values of farm real estate in 1954-58, 
and particularly in 1958, was more favorable for capital accumulation and debt 
retirement than in 1921-25. The market value of farm real estate averaged 8.4 
times annual net farm income in 1954-58, compared with 11.3 times annual net 
farm income in 1920-24. Net farm income available as a return on the market 
value of farm real estate, after all other costs were paid, averaged 4 percent in 
1958, and 3.25 percent for the 1954-58 period. In 1920-24, the comparable 
return was 0.6 percent. 

(2) Although the total outstanding farm mortgage debt in 1958 ($10.5 billion) 
was about the same in dollar terms as in 1921-25, it was only half as large in rela- 
tion to the total market value of farm real estate as in 1921-25. It currently 
represents about 9 percent of market value. Repayment terms of mortgages 
written to finance Jand purchases average longer now, and more of them provide 
for amortized payments than in the earlier period. The use of second mortgages 
0 finance land purchases is less frequent. Our credit system has been improved 
substantially and it could more readily adjust to temporary repayment difficulties 
that borrowers might face in the future. 

(3) About two-fifths of the current purchases of land are made by farm operators 
who will add the land to their present farms. Demand for land for farm enlarge- 
ment has increased steadily in recent years as farmers have sought to make more 
efficient use of new technology. Increased farm output and lower unit costs 
achieved from more efficient operating units will provide the income base to retire 
4 substantial part of the new farm mortgage debt currently being incurred by 
persons buying land. Technological change was progressing at an appreciably 
slower rate in the 1920’s. 

_ (4) Farm operators and their families have received substantial amounts of 
‘neome from off-farm employment in recent years. Such income has averaged 
hore than $6 billion annually since 1952: this was nearly half as much as net in- 
‘ome from farming. Income from nonfarm sources has helped to cushion tempo- 
rary declines in farm income because of drought, and has provided the means for 
acquiring the downpayment for the purchase of land as well as for meeting debt 
obligations. Factory earnings (after taxes) have increased more than have land 
Dhees since the end of World War II. Thus, the nonfarm wage worker, as well 
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as the farm operator who has access to such employment, has become less de. 
pendent upon farm earnings for acquiring and paying for land. 

(5) Although the stabilizing effects of Government agricultural programs op 
farm income have contributed to the rise in market prices of land, they also have 
reduced the risks inherent in buying and paying for farms. National economic 
policies, particularly those aimed at maintaining full employment, have helped 
to sustain demand for agricultural products and have facilitated the transfer of 
surplus labor resources from agriculture to the nonfarm sector of the economy, 
Many thousands of farmers with uneconomic units have made this choice in the 
last decade without loss on their farm real estate investment; other farmers wish- 
ing to expand their operations have provided a ready market. Thus, the farm 
real estate and credit markets have played an important role in facilitating the 
adjustments imposed by the rapid strides in farm technology. 


TABLE 1.—Farm real estate: Market value, returns, and mortgage debt, United States, 
selected periods 


Number of 
Average years for net | Return avail- 
value per farm income | able to farm 
acre | to equal real estate 
market investment * 


1 All farmland and buildings, as of Mar. 1. 

2? Earnings-capital ratio. 

3 Residual return on the market value of farm real estate, after an allowance for operator’s labor and 
interest on nonfarm real estate capital. 

¢ Outstanding farm mortgage debt as a percentage of the market value of all farm real estate, 


FARM INCOME AND 
REAL ESTATE VALUES 


FARM INCOME REAL ESTATE 
($ PER ACRE) 


Real estate 


| 


O | \ | piu i 
1910 1920 1930 1940 1950 1960 


DATA FOR 1958 ARE PRELIMINARY yer FARM INCOME, INCLUDING INVENTORY CHANGE 


Aran two AND BUILDINGS ON MARCH 1! OF THE FOLLOWING YEAR, 


U.1S. DEPARTMENT OF AGRICULTURE NEG. 58(10}=2559 AGRICULTURAL RESEARCH service 


Mr. Wuirren. Mr. Natcher? 
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APPLICATION FOR SOIL AND WATER CONSERVATION LOANS 


Mr. Natcuer. Mr. Hansen, can you tell me from what section you 
receive most of your applications for soil and water conservation loan 
applications? 

Mr. Hansen. Most of the applications have been in the Western 
States, the Great Plains States, the States where there is a considerable 
water problem, particularly from the standpoint of irrigation. Beyond 
that, 1 think they are fairly well distributed throughout the United 
States. 

Mr. Dunn, do you have any comment? 

Mr. Dunn. No, I think you have pretty well answered the question. 
There have been conservation loans in different parts of the country 
where they have had these particular water problems. 

Mr. Hansen. In Congressman Natcher’s State, we have done 
considerable in that field. 

Mr. Dunn. We have been encouraging, of course, the use of this 
lending authority for land treatment. Most of it has been for water, 
however. 

Mr. Natcuer. I notice here that you estimate loans for 1960 
of $1 million. 

Mr. Hansen. Yes, sir. 

Mr. Narcner. You further point out, Mr. Hansen, that there has 
been a continuing heavy demand for soil and water conservation loans, 
probably because of the more favorable moisture conditions, in addi- 
tion to that which existed recently. 

Mr. Hansen. Reduced demand. 

Mr. Natcner. Reduced; yes. 

Mr. Hansen. I think that would most probably tie into the fact 
that we have had very little demand for irrigation loans and the like. 

Mr. Natrcuer. Yes. 

Mr. Hansen. Now, the type of loans—Mr. Barnard just commented 
to me that during the past couple of years our greatest demand has 
been in the Southern States. 

Mr. BARNARD. Yes. 

_ Mr. Hansen. Like these association loans we are making in your 
State, Mr. Congressman, most of those loans can be financed with 
insured funds furnished by private lenders. And I think that has 
proven very satisfactory in your area. 

Mr. Natrcner. Right. 

I would like to say this, Mr. Chairman, for the benefit of these 
gentlemen, that I think the Farmers Home Administration is doing a 
good job as far as my home State is concerned and those States that I 
am acquainted with. 

Thank you, Mr. Chairman. 

Mr. Wuirrren. Mr. Santangelo. 

Mr. Sanrance.o. Thank you, Mr. Chairman. 


LOANS IN NEW YORK STATE 


Can you tell me what experience you have had in the granting of 
oans in the State of New York? 

Mr. Hansen. Mr. Barnard, do you have the figures? 

Mr. Barnarp. Yes. The volume in New York as compared with 
the other States? 
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Mr. SantanGexo. That is correct. 

Mr. Barnarp. The last year for operating loans, which would be 
for such purposes as fertilizer and equipment, and so on, New York 
loaned $3,187,000, to the total loans of $176 million. 

New York has not been one of the large lending States over the 
years, although it is one of the largest in the East. Pennsylvania, 
for example, was $3,445,060. 

Mr. SANTANGELO. What type of loans were those? 

Mr. Barnarp. Those are operating loans for feed seed, fertilizer, 
equipment, and other farm uses. 

Mr. SANTANGELO. With respect to housing loans, what is the 
experience? 

Mr. Barnarp. Housing loans in New York. In 1958, New York 
loaned $249,000, to a total of $33 million for the United States. 
Pennsylvania loaned $392,000. 

On the farm ownership loans; that is, for the purchase and develop- 
ment of farms, direct and insured loans were $406,000 for New York. 
Pennsylvania, for example, was $800,000, and the U.S. total for the 
two was $49 million. 

Mr. SANTANGELO. Apparently most of the loans to New York go 
through other agencies, like the FHA, not the Farmers Home Admin- 
istration but other agencies. 

Mr. Barnarp. Yes. It is not a large lending State. 

Mr. Hansen. Real estate business too; many of the large insurance 
companies that are investors in real estate are located in your part 
of the United States. I assume that they do considerable of that 
business there. 

SECURITY FOR LOANS 


Mr. SanTaNGELO. What security do you request, generally, in these 
loans? Can you tell me that? Are they based on security; or are 
they character loans? 

Mr. Hansen. Where real estate is involved, like in purchasing and 
developing farms and in farm housing, we take real estate for security, 
either a first or second lien, whatever the situation might be. 

On operating loans we take security on the things that we loan for, 
such as machinery or livestock or crops. We take security in the 
commodity for which we loan, plus any added chattel or real estate 
security necessary to insure the investment of the Government. 


REJECTION OF APPLICATIONS IN NEW YORK 


Mr. SantancELo. What percentage of applications are rejected in 
New York for the various types of loans? 

Mr. Hansen. I believe, nationwide, approximately 39 percent of 
the applications develop into loans. The balance are not necessarily 
rejections because there are many factors that enter into eligibility. 
Applicants procure credit elsewhere, they decide they do not need our 
credit, they decide they do not want credit; many of those things 
enter in. 

Mr. Barnarp. We do not keep a record of rejections as such. But 
the rejections, ‘according to the one study we made a few years back 
were around 15 percent. Many of the applicants withdraw; for ex- 
ample a farmer who wants a loan but cannot find a farm to lease. 
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Mr. SANTANGELO. The 15 percent to which you refer, the rejections 
are based upon—— 

Mr. Barnarp. Ineligibility, and not feasible from the farming 
standpoint. 

Mr. Hansen. The farm does not have a potential for income. So 
many things enter into it. 

Mr. SANTANGELO. Thank you. 

No further questions, Mr. Chairman. 

Mr. WuirreN. Mr. Andersen. 

Mr. ANDERSEN. Mr. Chairman, I would like to preface my remarks 
by saying that I think these gentlemen, through this program, are 
doing considerable good for the farmers of America. I personally 
have had no criticism as to their operations. I think they have done 
a good job. 

PROPOSED FHA REVOLVING FUND 


But I am critical of one proposal in Mr. Scott’s message here today, 
and that has to do with his evident backing of the proposal to create a 
revolving fund. 

[ will tell you why I am critical, Mr. Scott. 

I think, in the first place, the creation of a revolving fund in any 
program of this nature will eventually mean loss of interest by Mem- 
bers of Congress in the program. Now we are forced to go into details 
to determine what we feel you should have in the various categories 
through the method we use today, and we question you rather carefully 
if certain questions come to mind. 

But if it becomes a sort of an automaton, where the receipts go into 
revolving funds, you pay your expenditures out of there and just give 
us a return Once a year as to what the net cost has been to the tax- 
payer, I can foresee that the farmers might not have the best kind of 
program and Congress is apt to lose interest. 

What comments do you have on that? 

Mr. Scorr. We certainly would hope it would never go that way. 
The discussions that I have heard about this—and it is an admin- 
istration program—were that it would convey a clearer picture, and 
that there would be nothing taken away from the presentation to 
Congress and nothing that this committee, for example, would not do 
that they are presently doing. 

It is largely a bookkeeping arrangement, as I understand it, to net 
the result of the program with all of the careful study and analysis and 
authorizations for these several programs being carried out as has 
been the case in the past. 

Mr. Hansen. May I make a statement? 

Mr. ANDERSEN. Just a second, and then I will give you an oppor- 
tunity. 

Mr. Hansen. Thank you, sir. 

Mr. ANpERsEN. Mr. Scott, I want to say this, that 15 years ago, 
perhaps, after I had spent 2 years on the Appropriations Committee 
and 6 years in Congress, I would perhaps then have agreed with you 
in the so-called revolving fund. But the longer I am in Congress 
the more I realize the distaste of the average member of the Appropria- 
tions Committee in connection with any such revolving fund. 
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In fact, we have gone the other way in appropriations; have we not, 
Mr. Chairman? We have discarded along the route the last 15 years 
several revolving funds in appropriation structure. 

Mr. Wuirten. I rather think so. 

Mr. ANDERSEN. I cannot remember about it now, but the Appropri- 
ations Committee is against any such thinking. And my personal 
animosity against them stems from the fact, as I have stated, that | 
think there is a tendency on the part of the Congress to lose interest 
through the fact that there is really nothing much there for us to study, 

Sure, you say you will give the same sort of a briefing to us. You 
may, and you may operate the program as well as it has been operated. 
But I still say there would be something missing. 

It is a whole lot similar to this housing program we have today and 
the highway program, the appropriation for which is more or less out 
of the control of the Appropriations Committee. The average member 
of the Appropriations Committee has come to the point where he does 
not know much about either of those vast programs. All we are faced 
with each year is to make good out of some funds the sum total, and 
there you have it. 

And I do not want to see that happen to a program, any of these 
good programs; I do not want to see that happen to any ot these good 
agricultural programs. I am just stating my feelings toward it, Mr. 
Scott. 

Mr. SANTANGELO. Will the gentleman yield? 

Mr. ANDERSEN. Yes. 

Mr. SANTANGELO. Would the revolving fund be misleading from the 
point of view that while the expenditures would be there, they would 
not appear and it would indicate a reduction in the budget by several 
million dollars? 

Mr. ANDERSEN. Certainly, Mr. Santangelo, it would have that 
beneficial effect. It would have perhaps a beneficial effect of simplif- 
cation in permitting us to say, or in permitting us to show a lesser 
figure by a couple of hundred million dollars a year in the total overall 
agricultural budget. But that could be offset if the loan provisions 
in some way were kept separate as they should be, gentlemen. I do 
not think we have to go into this in order to do the other. 

And, Mr. Santangelo, I might say that I do not think from a dollar- 
and-cent point of view it would save us a dime one way or another. 

Mr. SanraNnGEto. I say, would it be misleading from the point of 
view that, while the expenditures would be there, they would not 
appear in the budget? 

Mr. ANpERSEN. It would help argue to that extent. 

Mr. Marshall. . 

Mr. Marsnatt. It would show up as far as an expenditure item 
and also in the receipt items. 

Mr. Horan. Yes, the receipts would not be returned to the 
Treasury. 

Mr. AnpERSEN. The net difference would show up under the budget, 
is that not it? 

Mr. Grant. Just the net expenditures, that is, difference betweel 
the expenditures and receipts. 

Mr. Andersen, the proposed legislation, as I understand it, would 
be different from the kind of revolving funds that you have been re 
ferring to, in that the receipts could not be used by the Farmers 
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Home Administration for making new loans unless and until the Con- 
gress specified in an appropriation act each year the amount that 
may be used for each type of loan. 

Mr. ANDERSEN. Yes. And according to Mr. Scott’s statement, 
that would be the limit of the amount. 

Mr. Grant. That would be just as it is now. 

Mr. ANDERSEN. No. 

Mr. Grant. That is the proposal. 

Mr. ANDERSEN. No, not in my opinion, because under your pro- 
posal you say, well, we will put in a limitation in each category; but 
under present-day acts, I feel that you gentlemen know that when we 
say that we want $130 million, for example, for subsistence loans we 
expect you to have a program of that size. 

Mr. Grant. Yes, sir. And to the extent 

Mr. ANDERSEN. We are setting, Mr. Grant, at that point not only 
a limitation but also a limitation both ways. 

Mr. Grant. And to the extent that the receipts would not be ade- 
quate to bring it up to that level, then 

Mr. Wuirten. Would the gentleman yield to me? Off the record. 

(Discussion off the record.) 

Mr. ANDERSEN. Going back on the record again, I want to reiterate 
this, that when we say that there should be so much in loans for this 
and so much for that, you people know that our line of thinking is that 
we expect that to be that approximate-size program. If we set 
figures which would be in the budget proposal that certain amounts 
should be the limitation, why, I can foresee the day when a hard- 
shelled banker sitting in your position, Mr. Scott, and your position, 
sir, might decide, well, we might shave the whole program in two and 
Congress would have nothing but praise for us. Well, they would be 
just led astray. 

But I just want the record to show here that I am in opposition to 
any such proposal. 

Mr. Grant. If I may comment, Mr. Andersen; to the extent that 
the receipts are not adequate to provide the amount of the loan pro- 
gram that the Congress wants the Farmers Home Administration to 
carry out, this legislation would permit the continuance of loan 
authorizations on the present basis—that is, by provision in the 
appropriation act to provide for borrowing from the Treasury. 

_ One other point, as you know, is that the receipts are now deposited 
10 miscellaneous receipts of the Treasury and, therefore, we are not 
allowed to apply them against the total expenditures. 

Mr. ANDERSEN. Well, that may benefit the Treasury, you know, 
Mr. Grant 

Mr. Grant. It benefits the Treasury. 

Mr. ANpErsEN. But we do not get the credit, speaking agricul- 
turalwise. 

Mr. Grant. And this is an attempt to get the credit in Agriculture. 

Mr. AnperseN. But I think it will cost the programs more to obtain 
that credit than it is worth. 

I would like to see us add several billions onto the budget in paper 
money, so to speak, which these loans amount to, because we know the 
big bulk of that. ‘To me, it does not bother me any. 

But I am reminded of a proposal made by the Secretary of the 

Treasury and Director of the Budget, Mr. Whitten, the day they 
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appeared before our subcommittee. There, they advocated somethi 

like a first cousin to this proposition. That was to give the President 
of the United States the right of item veto. Well, of course that would 
simply put in the President’s hands the control of the appropriations 
structure. And I objected that particular day in that meeting with 
those two gentlemen and told them I was surprised at their advancing 
any such idea because they knew that Congress would not accept it. 

Mr. Grant. This program contemplates that Congress would pass 
on appropriation language each year pretty much as it is right now, 

Mr. AnpgeRsEN. I understand it. 

Mr. Grant. Instead of borrowing money from the Treasury the 
Congress each year would simply provide that we should use the 
receipts for new loans. 

Mr. ANDERSEN. | understand; give you a checking account. 

But I still say I do not believe it would be to the best interests of 
the farmer program in the long run. 

I know very little today as to the financial operations of the big 
highway program that bypasses the Appropriations Committee. 

Mr. Wuarrren. Will the gentleman yield to me? 

Mr. AnpERSEN. Yes, I yield. 

Mr. Wuirten. I see a little merit on both sides of this discussion. 
The disaster revolving fund is handled rather on the same way that 
you suggested, as I understand it, in that your collections do stay in 
that fund. 

Mr. AnpeRsEN. That is right. 

Mr. Wuirren. On the other hand, I think there is a good deal 
of merit on Mr. Andersen’s side, in that Congress does give a little 
less attention to operations under the disaster revolving fund. We 
are interested. We ask questions about it. But we look more or 
less to the sum total of how much funds are left in it than at the rates 
of collection. We do not give it the same detailed attention, perhaps, 
as we do in the other. 

Mr. ANDERSEN. Mr. Chairman, you are absolutely right, because 
the disaster loan revolving fund, we must have something available 
for immediate use. There are 5 months of the year that Congress 
is not in session. A thing like that revolving fund I am fully in agree- 
ment with. It has to be there. 

In fact, I feel we are lacking a little bit in not giving the Farmers 
Home Administration sufficient latitude, Mr. Chairman, to take care 
of the situation such as arose in Minnesota 2 years ago. They suf- 
fered a great deal of damage, but in the final analysis you people did 
not have the authority to get in there and do the job that should 
have been done. 

Sure, you were able to get a little lower interest rate. But, in the 
final analysis, there were about a thousand farmers in a kind of 4 
concentrated area there where they were all partly wiped out. What 
they needed was immediate assistance to put them on their feet and 
then get in and see whether a certain percentage of them might need 
a certain proportion of that as a direct grant and a loan to keep them 
in business. 

So I say from that viewpoint I do not think the Farmers Home 
Administration has enough latitude, and I so testified in front of the 
legislative committee. 
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The sole purpose of my expression here, gentlemen, is to let you 
know that in my way of thinking the Appropriations Committee as a 
whole would not accept any proposal like this. 

Of course, | realize it might bypass the Appropriations Committee, 
but today there is a tendency to come back to the Appropriations 
Committee and give to us direct control over appropriations, rather 
than as suggested here, to more or less bypass us and have an 
appropriations structure, perhaps, of only revolving funds. 

That is all, Mr. Chairman. Thank you. 

Mr. WuitrtTen. Mr. Horan. 

Mr. Horan. Well, of course the Farmers Home Administration 
under existing statutes cannot make grants. 

Mr. ANDERSEN. That is right. 

Mr. Horan. I think under certain circumstances perhaps grants 
might be justified, but they would have to be definitely predicated 
upon almost total destruction of some agricultural segment that 
could be economically justified. Is that not right? 

Mr. Scorr. Yes. Well, the only type of grants that we have found 
any occasion to use, Mr. Horan, in recent vears, as you will recall, has 
been use of surplus feed grains under a different authority. But that 
has been very helpful. 

But we have found no occasion to think about using dollars as such 
or loans with the idea of some of it going to be forgiven. 

Mr. Horan. Well, a good share of that feed grain, though, that 
was only a partial grant? 

Mr. Scort. Oh, yes, that is right. 

Mr. Horan. Now one factor, it seems to me, that will have to be 
taken into consideration—I do not know how valid it is—if you 
compare 1921 with 1959, you have to pay some attention to the value 
of an acreage allotment, would you not? In some cases it is worth 
more than the land, under present conditions they tell me. So | 
would think that that factor would have to be taken into considera- 
tion. 

MAJOR BORROWERS FROM FHA 


By and large, in what fields of agriculture does Farmers Home 
Administration operate? What is your biggest field? 

Mr. Hansen. The operating loan field is. 

Mr. Horan. No, I mean livestock, fruits and vegetables, basic 
crops, what? 

Mr. Hansen. Mr. Dunn will respond, 

Mr. Dunn. I would say for operating expenses of farm livestock, 
machinery, and related cost items. 

Mr. Smrrn. We make fewer loans, Mr. Horan, to the fruit and 
vegetable areas in the country, fewer loans than they do in the cotton 
areas or livestock areas or the grain areas. 

Mr. Horan. You mean operating loans, that is? 

Mr. Surrn. All kinds of loans, both real estate and operating. 

Mr. Horan. In most cases that is tenant farming mostly? 

Mr. Smrru. No, sir. The operating loans are made mostly to both 
tenants and owners. I do not know the exact figure today, but 


épproximately half, or a little over, of the operating loans are made to 
owners. 
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Mr. Horan. Well, I. was just interested, that is all. If there js 
anything in addition to that—I would like to know approximately 
where your biggest segment of customers come from, and if you would 
care to comment on that later on. 

Mr. Barnarp. Mr. Chairman, there has been a study made as of 
June 30, 1956, by the ARS in which we assisted in getting some 
schedules in the field, which does tell us the type of farming that the 
farmers were in. They are just now completing the tabulations, 
Perhaps we can get enough of that information to put in the record. 

Mr. Horan. | would be interested in it. 

(The material referred to follows:) 

The following table, taken from the ARS study, shows the types of farming 


engaged in by borrowers indebted to the Farmers Home Administration on June 
30, 1956. 
Percent of 


Type of farming: borrowers 
Seeebuee Ames RniiiaIe) vi eek ovine el ccustitag 


Poultry 
Cash grain 


Other major product 
ROO CRP hg os Lee opie cde aes oes ee peck So 
Not reported 


PP re ee ee ee oe eee ae, 22 Ne A ec aaee 100 


Note.—When 50 percent or more of the value of farm products sold was from I type of product, the farm 
was classified under that product. Otherwise, it was classified as a general farm. 


Mr. Horan. I know that some very good programs that actually 
have almost created milksheds have been the work of the Farmers 
Home Administration. I visited one near Spokane once. I would be 
surprised if 90 percent of the folks then getting started in the dairy 
business were the ones borrowing from the Farmers Home Admin- 
istration. 

I was just interested in the type of farming that you serviced and 
what the circumstances were that brought the Farmers Home Admin- 
istration into it. I know you operate in the general area really sound 
farming operations, that is, with ones that had a history of farming, 
that may have gotten into bad state, and then I know you have helped 
others get started. 


INTEREST RATE FOR OPERATING LOANS AND DISASTER LOANS 


I was rather interested, and I would like to have some more com- 
ment on your statement regarding the discrepancies from the stand- 
point of administering the Farmers Home Administration between the 
3 and 5 percent loan costs. That is on page 5 of Mr. Scott’s state 
ment. It is a little bit unclear to me. 

Mr. Scorr. Mr. Horan, in the disaster loan authority there are 
three particular laws, dealing with economic or production disaster 0 
just a general situation where we cannot, with any other type of 
emergency or regular loan, meet the situation. Then we may gol 
with the 727 law. 

We are, under all of these laws, expected to finance as far as we cal 
under regular operating loan procedure (the old production and sub- 
sistence loan) which carries a 5 percent rate. We have a limitation 
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in that, as you well know, of not incurring indebtedness in excess of 
$20,000. 

Mr. Horan. Is there not some leeway on that? 

Mr. Scorr. Not above the $20,000. That is the total. 

Mr. Hansen. That is the total indebtedness. 

Mr. Horan. It was my understanding that that was only an annual 
limitation. 

Mr. Scorr. That is the total amount that we can have outstanding 
at any time. 

Mr. Horan. Have in any one given year? 

Mr. Scorr. That is right. And that will take care of the vast 
majority of the family-size units. 

When you get into a disaster situation, we have authority then to 
finance larger than family size units. Obviously there is only one way 
we can extend credit to those people when they require more than 
$20,000, and that is with this emergency loan which carries the 3- 

ercent rate: And I think it is an unfortunate situation that the 
asi operators, who have, as a rule, substantial resources but 
temporarily have had a serious setback and their ordinary sources of 
credit are unable or unwilling to finance them so when we go in and 
give them credit for a year or two they get this 3-percent rate. 

It is just a condition that encourages people to seek this loan a little 
more determinedly than they might if the rate were the same as the 
operating loan. It results in an operating difficulty. 

Mr. Horan. But I want to read this. I am going to read it be- 
cause [ am confused. 

In the administration of the emergency loan programs there continues to be 
some difficulty because of the 3 percent interest rate fixed by statute. 

That is emergency loan programs. 

Generally, all of the smaller farming businesses, including well-rounded, family- 
size units, can be more adequately financed with regular operating loans on which 
the interest rate is 5 percent. 

Now up to there I am clear, 

In areas where emergency loans are available usually there are operators whose 
credit requirements far exceed the $20,000 limitation on regular operating loans. 
When these borrowers are otherwise eligible we are obliged under existing law to 
make them a 3 pereent emergency loan because there is no maximum amount 
for such a loan. 

Now the whole burden of your argument is, then, that we should 
do something by statute and that is not up to this committee? 

Mr. Scorr. That is correct. 

Mr. Horan. To liberalize the 5 percent operating loan, is that what 
you are getting at? 

Mr. Scorr. We do not have complaints, from the family-size bor- 
rowers about interest rates. It is very rare that those borrowers of 
the Farmers Home Administration make any inquiry at all of the 
interest rate. 

Mr. Horan. You say that at the tail end. 

Mr. Scorr. They are interested in getting credit for the amount 
they need and for the time needed. So it would be our thinking that 
the rate of 5 percent would be reasonable. It is lower than the going 
rate right now in many communities. It is a fair rate. 
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Mr. Horan. Well, here is the thing that bothers me, and T have 
some trouble with this one. Now there is no maximum on the 
emergency loan, on which he gets the 3 percent. Then you go on to 
say: 






This results in the large operator, often with substantial resources, getting a 
3 percent loan while his neighbor with a smaller operation pays the regular 
2 percent rate. 

Here you have a rural rehabilitation program and you have one 
county that is designated for that program. Is it not true that they 
get advantages that a county right across the county line does not get? 

_Mr. Scorr. Yes; but everybody in that county that are in similar 
circumstances, | think, get the same treatment. That is the awkward 
situation we get into with our present laws for disaster lending. 

Mr. Horan. Mr. Chairman, all I raise this for is that I suggest 
that this matter does produce inequities. 

Mr. Wnuirren. It does. But, talking about what is appropriate, 
you do fix the interest rates for your regular production and sub- 
sistence loans; do you determine that in your agency? 

Mr. Suiru. No, sir, Mr. Chairman. They are fixed by statute. 

Mr. Wuirten. No; you just raised it from 4% to 5. 

Mr. Smirx. The real estate loans. 

Mr. Wuirren. The real estate loans. The others are fixed at 5 
percent? 

Mr. Smirx. That is right, sir. 

Mr. Wuitten. Now, if that is in a disaster area and you have a 
regular borrower there, if instead of adding the new amount of the loan 
to his existing loan, if you recognized that he was in a similar situation 
in a similar area, what is to keep you from declaring or giving the 
additional loan to him in the disaster area at 3 percent, instead of tying 
it in with his existing loan? I am talking about your authority now. 

Mr. Scorr. Yes. 

Mr. Wuirrten. There is nothing that would prohibit you from doing 
that, if the situation is such that he can show it. 

Now, there is one thing that might prevent that. In order to qualify 
as I understand it, for the disaster loan, he has to show that he cannot 
get the money anywhere else. So in this particular case you could 
just recognize, and it would be your own determination, that under the 
circumstances he did qualify. 

It might be worth your thought to give some attention to it. It 
does not look good, where the small man is in the same area and he has 
to have an increased amount just like the big man, for you not to 
recognize that fact and put that additional amount under the emer- 
gency loan so you can treat them alike. I think it would be well to 
give thought to that in the future. 

Mr. Scott. Well, we will give thought to that. I do not think 
under existing law you can do that. 

Mr. Wuirren. I am not saying you can. It is worth exploring, 
is the point I make. 

Mr. Horan. I would like to have Henry Smith or Kermit to com- 
ment on this, because I know from the standpoint of wise and fair 
administ¥ation of the Farmers’ Home Administration that it has 
created problems that I think maybe we could clear up. 

Mr. Wuirten. Off the record. 

(Discussion off the record.) 
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Mr. Horan. On the record. 
Well, you.end up with this discussion here: 


Normally, it is rare that an applicant inquires regarding the interest rate on 
an FHA loan. What he is primarily interested in is getting the funds he needs, 


when he needs them, * * * 

And I would add there that does not wind up until he has got the 
horses tied up for the winter. I have seen a lot of these emergency 
crop and feed loans, feed loans during the thirties where they would 
bring a producer up to harvesttime and he would run out of money, 
could not get it at the bank or any place else, and he just lost every- 
thing he had done. 

And we have corrected that, Henry. That has been corrected, 
because we do not let a worthy producer die on the vine any more. 

Mr. Scott. That is right. 

Mr. Horan. That is the most important thing about farm credit, 
is to have it adequate and to have the authority to see a man through 
if he has got a crop. 

Off the record. 

(Discussion off the record.) 

Mr. Horan. So Henry Smith has been at this a long time. I wish 
you would comment on this. 

Mr. Smita. Mr. Chairman, we do have authority under the Public 
Law 38, from which comes the authority to make these production 
emergency loans, to finance the current operating needs of present 
operating loan borrowers. There is no prohibition in the statute that 
would prevent the agency from making emergency disaster loans to 
borrowers already indebted for operating loans under title II of the 
Bankhead Jones Farm Tenant Act. 

The reason why we have not done that over the years on a uniform 
basis is because we felt that when the Congress set the amount of 
operating loan money available to the agency for a year it took into 
account the amount of subsequent loan needs that the present bor- 
rowers would normally use. If the agency went in, following that, 
and used this emergency lending authority to supply all of the subse- 
quent needs of the present operating loan borrowers, to that extent it 
would expand the regular operating loan programs. 

Over the years, we have not done that on a wholesale basis. We 
have where there was—— 

Mr. Wuirren. I can appreciate the statement made by Mr. Smith. 
I can understand that you feel that way about it. But, while the 
Congress makes provision for production and subsistence loans and 
would expect that to be done under normal conditions, I would not 
feel that we in any way meant that you should not take care of emer- 
gencies and disasters. 

DISASTER LOANS 


And I would speak for myself only as chairman of the committee. 
But where you step into a given area because of a disaster, I think 
you would certainly be in accord with my feelings to make disaster 
loans to your regular borrowers even though it may be in addition 
to your regular production and subsistence loans, in an effort to treat 
them fairly. 

And you can quote me on that. If anyone has a different view 
here, they are perfectly willing to express it. 

Mr. Smiru. That is fine. 
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Mr. Wuirten. You will never get into trouble here when a major 
disaster causes the picture to change. 

Mr. Smiru. That is fine that the discussion came up, because | 
believe it is the first time it has ever been put in the record exactly 
what the agency’s policy has been on the use of emergency money 
with present borrowers. And I was afraid the committee might get 
the impression that there was a lack of statutory authority. 

I would like to raise one other point. That is the basis for Mr, 
Scott’s original statement. 

Many of these farmers in disaster-designated areas need more than 
just annual financing. Because of the effects of the disaster, many are 
in trouble with their other creditors. We do not refinance debts under 
our emergency disaster loan program, but we do have authority under 
the operating loan program to do a certain amount of debt refinancing, 

So for that simple reason, many of the family-type farmers, the 
small farmers that come to our offices and apply for loans, we assist 
out of the regular operating loan funds, and that is a 5-percent loan; 
while the larger operator, we assist out of the emergency fund because 
we do not do any refinancing and he needs large funds. 

Mr. Wuirrten. As a matter of fact, he needs to come in and make 
some showing that his credit will stand up under the circumstances. 

Mr. Smita. That is right. 

So generally it is the purpose that requires a man to borrow money 
that causes him to be on the 5-percent interest. 

Mr. Wuirren. I think you would be beyond criticism where, for 
reasons of his own, he wishes to stay under the regular program so he 
can meet all these things. That would be all right. But in the other 
case, where circumstances would be such that you were trying to 
treat him fairly along with other persons, if you exercise your discre- 
tion and make available a disaster loan for him, and report it, it cer- 
tainly would not be breaking any faith with the intent of Congress as 
expressed by this subcommittee. 

Mr. Scorr. Thank you very much. 

Mr. Horan. Mr. Chairman, I want to go back to the statement 
made by Mr. Scott earlier—and it is one that I happen to believe in— 
that the vast bulk of these borrowers that are qualified and that are 
good people out in the areas found eligible for Farmers Home Admin- 
istration help, they are good people, they are productive people. The 
ones I know want to stand on their own feet and own their property 
and make a success of it. We cannot loan money to somebody that 
is going to be a failure from the beginning. It would not be wise to 
do that. It would be hard on him as an individual. 

And so a certain amount of care must be taken to make sure that 
Farmers Home Administration funds and services are used to develop 
citizenship and character. And I mean that with all my heart. 


INCREASE IN REPAYMENTS 


And I am happy to see, in the closing paragraph of your statement: 


The number of borrowers who have paid in full their indebtedness to the 
Farmers Home Administration has increased significantly in the past few years, 


And you go on to point out the number who have graduated from a 
condition where they had no credit at all excepting through Farmers 
Home Administration, have been eligible and have moved up into 
other fields of borrowing. 
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I think those folks are probably as happy as you could find, and I 
think that is to the credit of the Farmers Home Administration. I 
think you fellows are doing a good job, and I want to commend you. 

Mr. Scorr. Thank you, Mr. Horan. 

You can go into a great number of communities, in fact, I think 
the majority of them in the country, and you will find some of the 
leading farmers got their start by some sound financing with the 
Farmers Home Administration. 

Mr. Horan. And close supervision of their operation. That is 
required. 

Mr. Scorr. Oh, yes. 

Mr. Horan. Or it usually is in this type of loan. I think that type 
of supervision, properly applied, is a service that is good for them. 
And I understand that you do budget where that is necessary to help 
a man keep his head above water. 

On this matter of grants, we are able, under the President’s emer- 
gency fund, to pay all, if we want to, or at least part of the feed costs 
when heavy snows or something else makes that possible. 

And it is interesting; another form of subsidy just came to my home- 
town in the shape of, I think, a 16-cent-a-box reduction in freight rates 
by the Great Northern Railroad. I think they were losing business to 
the trucks, but it is 16 cents just the same. And the apple business 
was not too good this year. But that sort of thing helps too. It helps 
to move goods. And so that is all to the good. 

That is all, Mr. Chairman. 

Mr. Wuirren. Gentlemen, we wish to thank you for your presenta- 
tion. We do think that this program has done a fine job and we think 
you gentlemen have done a fine job with it. We welcome a chance to 
discuss these with you. 

As I said earlier, when you folks get out of here, we get on your 
side of the table and have to push this through Congress. So we do 
have an interest in developing the record to show the full facts. 


WATERSHED PROTECTION LOANS 


I would like for the record, in case we did not ask it earlier, to show 
how many applications have been made and what action has been 
taken on watershed protection loans. 

Mr. Horan. Could you get that for us? 

Mr. Wurrren. And show what the future needs are. 

Mr. Barnarpb. | know we have received 28 watershed protection 
loan applications, and they are in various forms of docket preparation, 
but only 1 loan has actually been approved, and that is the 1 in New 
Jersey you were referring to. 

Mr. Wurrren. I would like for the record to show the full story. 

Mr. Barnarp. We have the complete story on each one of them. 

Mr. Wuirren. We will be glad to have it. 

Mr. Horan. Can you properly put that in the record? 

Mr. Wuirren. That is what I asked him. 

Mr. Horan. Because we will have to face it when we mark up, 
I think, or at least recognize it. 

Mr. Wuirren. I think it ought to be put in here, since you do the 
actual handling. 

Mr. Barnarp We have the complete story. 

(The material requested follows:) 
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Monpay, Marcy 16, 1959. 
OFFICE OF THE SECRETARY 


WITNESSES 


RALPH S. ROBERTS, ADMINISTRATIVE ASSISTANT SECRETARY OF 
AGRICULTURE 

CHARLES L. GRANT, DIRECTOR OF FINANCE AND BUDGET OFFICER 

ERNEST C. BETTS, JR., DIRECTOR OF PERSONNEL 

FRANCIS R. MANGHAM, DIRECTOR, OFFICE OF PLANT AND OPERA- 
TIONS 

JOSEPH P. LOFTUS, DIRECTOR, OFFICE OF ADMINISTRATIVE MAN- 
AGEMENT 

G. OSMOND HYDE, CHIEF HEARING EXAMINER, OFFICE OF HEAR- 
ING EXAMINERS 

HUGH W. BERGER, CHIEF, ADMINISTRATIVE SERVICES DIVISION, 
OFFICE OF PLANT AND OPERATIONS 


SALARIES AND EXPENSES 


Program and financing 


1958 actual | 1959 estimate | 1960 estimate 


Program by activities: 
1. General administration $600, $621, 215 $621, 215 
. Personne] administration and service 71 
. Budgetary and financial administration and service -__- 
General operations 
Administrative management 
. Regulatory hearings and decisions_- Setiaeeudaa 
. National Agricultural Advisory Commission- 10, 413 


2 
3 
4. 
5. 
6 


Total program costs ! 2, 748, 609 
. Relation of costs to obligations: Costs financed from 
obligations of other years, net (—) —1, 415 }.._.-- 


Total program (obligations) 2, 747, 194 
Financing: 

Comparative transfers from (—) other aceounts —13, 000 

Unobligated balance no longer available -—........-- ‘ 9, 966 


New obligational authority.-............-...--------- 2, 744, 160 2, 876, 400 2, 881, 000 


New obligational authority: 
Appropriation - -_- 2, 660, 660 2, 668, 895 2, 881, 000 
Transferred from ‘‘Conservation reserve,’”’ soil bank 
proeretes C72: Gtahi DAB a ou dk wshis cd ssc sda ces nt ia 83, 500 


Appropriation (adjusted) - __ 7 ae E c 2, 668, 895 2, 881, 000 
Proposed supplemental due to pay inc reases : Wt; CAO Nak ann cs 
| 


1 Includes capital outlay as follows: 1958, $24,766; 1959, $7,050; 1960, $7,050. 





2016 


Object classification 


| 
1958 actual | 1959 estimate | 1960 estimate 


Total number of permanent positions ae Prey 334 | 335 | 
Full-time equivalent of all other positions_-- 2 | 1 | 
Average number of all employees- - - | ‘ se | 
Number of employees at end of year______. ; 9 328 | $25 


= : =| 
Average GS grade and salary- : 3. 6 », 527 5 697 258 | 8. 6 





01 Personal services: | | 
Permanent positions.--—--- : , 262, 665 | 2, 409, 111 $2, 401, 483 
Positions other than permanent.. — : ; 11, 412 | 10, 677 
Other personal services_-_-- } 24, 788 18, 514 


Total personal services. 2, 298, 865 2, 438, 302 
Travel. chain baad 109, 883 117, 500 
Transports ition of things a | 3, 399 | 1, 300 
Communication services --.- 34, 436 | 35, 400 
Rents and utility services_-.__--_- : 815 800 
Printing and reproduction. - ; 66, 279 66, 700 


| -2, 438, 302 
Other contractual services. -.. 13, 088 10, 300 | 


Services performed by other agencies__-- 2 | 29, 852 25, 300 
Supplies and materials. | 20, O89 19, 600 
Equipment Bias 17 ; 32, 254 7, 080 
Grants, subsidies, and contributions. - | 135, 776 | 156, 618 | 
Refunds, awards, and indemnities- - 1, O89 800 | 
Taxes and assessments. =o . ‘ 1, 369 1, 330 


Total obligations bcs Ls _..-| 2, 747, 194 2, 831, 000 


JUSTIFICATION OF THE EsTIMATE 


Mr. Wuirren. We come now to the Office of the Secretary. We 
would like to have pages 351 through 354 of the justifications included 
in the record at this point. 

(The material referred to follows :) 


OFFICE OF THE SECRETARY 
PURPOSE STATEMENT 


The Secretary of Agriculture, assisted by the Under Secretary, the Assistant 
Secretaries, and members of their immediate staff, directs and coordinates the 
work of the Department; formulates and develops policy; maintains relation- 
Ships with agricultural organizations and others in the development of farm 
programs; and maintains liaison with the Office of the President and with Mem- 
bers of Congress on all matters pertaining to legislation and policy to insure 
effective performance of the agricultural programs. 

The Office also conducts the following activities : 

Personnel administration and service is carried on by the Office of Personnel, 
the staff agency of the Secretary with responsibility for the personnel manage- 
ment program of the Department. Departmentwide leadership, supervision, and 
coordination are provided in employee performance and development, position 
classification, salary administration, employment, recruitment, placement, exami- 
nation, separation, retirement, leave, personnel management, personnel investiga- 
tions, employee health, awards programs, manpower utilization, personnel and 
records security, and employee safety. Operational phases of this activity have 
been substantially delegated to the agencies. A Systematic review is made to 
measure each agency’s effectiveness in serving its personnel management 
requirements. 

Budgetary and financial administration and service is carried on by the 
Office of Budget and Finance, the staff agency of the Secretary with responsi- 
bility for functions relating to overall administration of the budgetary, fiscal, 
and related affairs of the Department. It provides leadership and coordination 
of these activities throughout the Department, including the acquisition and 
distribution of funds, accounting, internal auditing, budgetary and financial 
reporting, organization and management phases of budget and fiscal activities, 
and related matters. 
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General operations are carried on by the Office of Plant and Operations, a staff 
agency Of the Secretary exercising general staff management direction of the 
housing of the Department's activities, including technical services on design 
and approval of related construction projects; the leasing of commercial space 
and matters concerned with management of real property; procurement activi- 
ties; purchasing, warehousing, utilization and disposal of administrative and 
operating supplies and equipment, and related activities. The Office performs 
administrative service functions for the Office of the Secretary and operates 
certain departmental services in the District of Columbia, including telephone, 
telegraph, reproduction, duplicating, addressing and mailing, central storage 
and distribution of supplies and forms, and the departmental post office. 

Administrative management functions are carried out by the Office of Ad- 
ministrative Management, a staff agency of the Secretary responsible for 
departmentwide direction, leadership and coordination in the areas of manage- 
ment improvement, organization, administrative issuances, paperwork man- 
agement, and committee management. Management analysis projects and 
studies are undertaken to improve administration and introduce new work 
performance techniques and equipment. 

Regulatory hearings and decisions include the work of the Office of Hearing 
Examiners and of the judicial officer. The hearing examiners carry out the 
provisions of the Administrative Procedure Act relating to the holding of hear- 
ings (5 U.S.C. 1006, 1010). Hearings are held in connection with prescribing 
of new regulations and orders, and on disciplinary complaints filed by the De- 
partment, or on petitions filed by private parties asking relief from some action 
of the Department. 

The judicial officer renders final administrative decisions in regulatory pro- 
ceedings, and is responsible for preparing Agriculture Decisions, a monthly 
publication containing decisions in connection with all quasi-judicial functions 
and administrative hearings of the Department. 

The Hearing Clerk Unit, which operates under the judicial officer, is responsible 
for receiving, filing, and acknowledging the receipt of complaints, petitions, 
answers, briefs, arguments, and other documents filed with the Department of 
Agriculture in connection with quasi-judicial and administrative proceedings 
under various regulatory laws administered by the Department. 

The National Agricultural Advisory Commission was established pursuant to 
Executive Order 10472, approved July 20, 1953. It reviews national agricultural 
policies and the administration of farm programs, and makes recommendations 
thereon to the Secretary of Agriculture. Composed of 18 members, not more 
than 9 of whom shall be members of any one political party and at least 12 of 
whom must be representative farmers from the several geographic sections of 
the United States, the Commission meets at the call of the Secretary of Agricul- 
ture at least once during each quarter of each calendar year. 

On November 30, 1958, employment in the staff offices comprising the Office 
of the Secretary under this appropriation consisted of 320 employees, 316 of 
whom were in Washington and 4 in the field. In addition, there were 157 em- 
ployees under the working capital fund under which certain central services 
are performed for other agencies on a reimbursable basis. 


Appropriation 
Kstimated available, 1959 $2, 881, 000 
Budget estimate, 1960__ : ‘ -. 2,881, 000 


Salaries and expenses 
Appropriation act, 1959____ . $2, 668, 895 
Proposed supplemental, 1959, TOR PAY BEC CO oon are ase ee pi 207, 505 
Activities transferred in 1960 estimates from “Salaries and expenses, 
Office of Information,” relating to the cost of preparing speeches for 
the Secretary and his immediate assistants_._._.._.__......_____-__ 4, 600 


Base for 1960 ; 2, 881, 000 
Budget estimate, 1960 2, 881, 000 





2018 
Project statement 


Project 1958 1959 (esti- 1960 (esti- 
mated) mated) 


. General administration $602, 970 $621, 215 $621, 215 
Personnel administration and service ___--- sthied 677, 168 703, 114 703, 114 
. Budgetary and financial administration and service 644, 106 677, 025 677, 025 
. General operations. -.-_-- sernieht by ten u Adoptee tS Os aes 574, 834 606, 686 606, 686 
Administrative management. einen eee 81, 766 95, 545 95, 545 
Regulatory hearings and decisions____ -- Steen undbabel 155, 888 165, 915 165, 915 
. National Agricultural Advisory Commission- 10, 462 11, 500 11, 500 


nue gots 


Subtotal ! 2, 747, 194 2, 881, 000 3 881, 000 
Unobligated balance 9,008 fi -..-2i ol cdcds sae eeee 
Total pay act costs (Public Law 85-462) _. decdaansneall (102, 949) (232, ,000) (232, 000) 


Total available or estimate 2,757,160 | 2,881,000 | 2, 881, 000 


Transferred from ‘‘ Conservation reserve, soil bank programs, 
Agriculture”’ —83, 500 
Subtotal 2, 673, 660 | 
Transfer in 1960 estimates from “Salaries and eapaepe . Office | 
of Information” ___ -- ei eae 
Proposed supplemental ‘due to ‘pay Mebine 0 chee hc atl ne tad ah 








Total appropriation or estimate » 2, 668, 895 


! Represents obligations. The amount of $2,748,609 indicated for 1958 in the 1960 budget represents 
applied costs. The difference of $1,415 reflects, primarily, the excess of contractual services and equip- 
ment used in 1958 over contracts made and orders placed in that year. 


TRANSFER IN 1960 ESTIMATES 


The 1960 budget estimates include a proposed transfer in the estimates of 
$4,600 from “Salaries and expenses, Office of Information” to “Salaries and 
expenses, Office of the Secretary,” to complete action initiated by Congress in 
the 1959 appropriation act to transfer to the Office of the Secretary the cost of 
preparing speeches for the Secretary of Agriculture and his staff. The 1959 
appropriation act transferred $8,235 for this purpose between the two agencies. 
This amount, together with applicable increased pay costs and the proposed trans- 
fer in the estimates, would provide a total of $13,700 in 1960 and subsequent 
years, which represents the cost of approximately two-thirds of the annual 
salaries of one writer and his secretary. The other one-third of their time is 
devoted to work relating to the specific functions of the Office of Information. 
Effective July 1, 1958, these two employees were transferred from the Office of 
Information to the immediate office of the Secretary. Under this arrangement 
it is contemplated that these employees will continue to carry out the work 
previously performed by them relating to the work of the Office of Information, 
in addition to the assignments relating to the preparation of speeches. In fiscal 
year 1959, it is necessary for the Office of Information to reimburse the Office 
of the Secretary for the additional amount required to carry out the objectives 
of the Congress. Such action is obviously undesirable as a continuing procedure. 

Therefore, it is proposed in the 1960 budget to provide in the appropriation 
for the Office of the Secretary the entire amount required for the preparation 
of speeches for the Secretary with a corresponding reduction in the appropriation 
for the Office of Information. In 1960, and future years, the Office of Informa- 
tion will continue to reimburse the Office of the Secretary annually for any services 
rendered by these employees in connection with the carrying out of the regular 
functions of the Office of Information. 


AVERAGE GRADES AND SALARIES 


Mr. Wuirten. Mr. Roberts, earlier in these hearings I asked that 
we have infor mation included in the record showing ‘the changes in 
grades and salaries. That was put in without any breakdown to the 
various diyisions of the Department. I would like that table to be 
inserted here showing a breakdown by agency and division. 

Mr. Roserts. We will be glad to do that, Mr. Chairman. 

Mr. Warren. You have it for the years since 1952, for the other. 

Mr. Roperts. Yes, sir. 

(The information follows :) 
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Mr. WHITTEN. you have a general statement, Mr. Roberts? 

Mr. Roserrs. I do not, Mr. Chairman. I thought we might save 
the time of the committee by eliminating a general statement and by 
briefly describing what is in this appropriation ; also by fur nishing 
to the committee charts and tabulations which provide descriptions 
of the duties that are carried out in the various services that are cov- 
ered by this appropriation—some examples of their work projects 
and so on. 

The appropriation for the Office of the Secretary, as you and the 
other committee members know, is for more than the immediate Office 
of the Secretary. It covers not only the Secretary’s immediate office, 
but the Office of Personnel, the Office of Budget and Finance, the 
Office of Plant and Operations, the Office of Administrative Manage- 
ment, Regulatory Hearings and Decisions (which includes the Office 
of Hearing Examiners), the judicial officer, and the Office of Hearing 
Clerk. Then there is in this appropriation about $11,500 for ex- 
penses of the National Agricultural Advisory Commission. 

The amount proposed for 1960 is $2,881,000 for all of these actiy- 
ities. Including the Pay Act supplemental which is to be considered 
for 1959, the amount proposed is the same as that available in the 
current fiscal year. 

Descriptions of duties are shown on pages 351 to 372 of the justifi- 
sation notes. The committee may wish at their leisure to review those 
explanations. I do have, though, and I will ask Mr. Berger to pass 
them out, a set of charts which are customarily furnished to the 
committee. 

FUNCTIONAL ORGANIZATION 


The first chart is a summary one which indice: ‘ates in a very general 
way the functions for which this appropriation is made. Supporting 
the summary chart is a chart covering each of the various offices 
financed from this appropriation. In each case it is broken down to 
indicate the number of man-years and the money involved for the 

various functions and duties therein enumerated. 

Mr. Wurrren. We might have that information included in the 
record at this point. 
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( The material referred to follows :) 


Office of the Secretary 
Functional Organization and Budget Estimate Chart 
Fiscal Year 1960 


| GENERAL ADMINISTRATION - IMMEDIATE OFFICE 
Th 


e work of the Department of Agriculture is supervised and directed by the Secretary of Agricalture who is 
assisted by a steff consisting of an Under Secretary, three Assistant Secretaries, a Director of Agricultural 


FUNCTIONS: This staff develops overall policy in accordance with applicable laws; develops aad recominends 
programs for the welfare of American Agriculture; supervises and coordinates the agricultural agencies and 
programs; participates in intemationa] activities involving food and agriculture; provides general administration 
of the Department; and serves as liaison with the Congress, other Govemmaental agencies and the public. 


Credit Services, an Administrative Assistant Secretary and immediate office aides. | 
| 


| 
} 
NET AVERAGF. ANNUAL POSITIONS. ........ccccccscccccececccsccecsccccccrscccsvencccrescescceseccccnsasceccossescesosases esos 51 
APPROPRIATION REQUESTED. ..cc.cccccsccccccvccnscecscrsocccceeseccccosccscecvoes eeecerencccerccesvoscces coves eoeees $621,215 | 


| BUDGETARY AND FINANCIAL ADMINISTRATION PERSONNEL ADMINISTRATION AND SERVICE 
Sgunisen | 





FUNCTIONS: Exercises overall coordination and | FUNCTIONS: Administers for the Secretary the | 
supervision of budgetary and financial affairs-of | personnel management activities of the Depart- 
the Department, including the acquisition, allot- ment. These activities include position classi- 
ment and spportionment of funds, accounting, fication, job evaluation, salary and wage admini- 
internal auditing and program investigation, finan- | stration, recruitment, examination, placement, 
cial reporting, organization and management of | retirement, separation, leave, safety, health, 
budget, fiscal and related activities; formulates employee relations, personnel and records se- 
and issues Departmental policies and procedures; curity, performance ratings, training, incentive 
clears legislative reports; and serves as liaison | awards programs, end investigations; serves es 
with Bodget Bureau; General Accounting Office liaison on matters of personnel administration 
Treasury Départment, Appropriations Committees, | with all governmental or private agencies con- 


and other agencies concemed with the Depart- cemed with the work of this Department. 





ment’s budget and finance activities. 


NET AVERAGE ANNUAL POSITIONS 
APPROPRIATION REQUESTED | 
Cregeen nthe tinea aE SERENE 





GENERAL OPERATIONS | ADMINISTRATIVE MANAGEMENT 
> Exercises Departnent-wide supervision, leader 


ship, and coordination in the areas of organize- 


Exercises over-all coordination and supervision 


of rea) and persona! property, aad supply manage 


ment; formulates and promulgates departmental tion, paperwork activities (forms, reports, com 


policies end procedures; performs administrative respondence, and” records maintenance and 


disposition), administrative issuances, and 


| 
| 
| 
| 
| 
services for the overall Office of the Secretary; 





and departmental service operations in the management improvement. Departmental policies 


District of Columbia, including the Department’s and procedures are promulgated, improvement 


post office, telephone switchboard, telegraph studies are undertaken, and agency admicistrative 


office, reproduction and supply services. management programs are evaluated to insure 


NET AVERAGE ANNUAL POSITIONS ......... 87 
APPROPRIATION REOQUEFSTED.......... $606 ,686 


' 
| 
economical and effective administration. | 
NET AVERAGE ANNUAL POSITIONS .......... 10 | 





os ad } | aa a 
REGULATORY HEARINGS AND DECISIONS |NATIONAL AGRICULTURAL ADVISORY COMMISSION | 


Iaecesesenssnssnciesanieneieiiaeastbssdbeaasainsiees aaoctreneenememesennessmennndl 

FUNCTIONS: Review national agricultural poli- 
ings, make reports, recommend decisions, and | cies and the administration of farm programs and 
perform related duties as required by statates, make recommendations to the Secretary of Agri- 
regulations, and rules of practice applicable to | | culmre for the betterment of such policies and 
the various matters under their jurisdiction. The | | programs. 








FL NCTIONS The hearing examiners hold hear 





judiciel officer renders final administrative 

decisions in reguletory proceedings of a judicial 

or quesi-jodicis] nature; has responsibility for 

preparsiion of the ‘‘Agriculture Decisions’’. 
' NET AVERAGE ANNUAL POSITIONS 


APPROPRIATION REQUESTED $165,915 | APPROPRIATION REQUESTED 


| 
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General administration, Immediate Office of the Secretary, fiscal year 1960 


Net average 
annual Annual cost 
positions 





a 


Secretary: Directs the programs and activities of the Department-.---_-_- $25, 000 
Executive staff: Serves as Secretary’s personal staff; meets representa- 
tives from agriculture, industry, and labor; advises witn the Secretary 
on questions and problems relating to agriculture in its broadest sense. 
(administrative 3; clerical 2) ! § 51, 462 
Chauffeur: (Drives car officially assigned to the Secretary) (Cler. 2-2 4 
shifts) . “ 16, 634 

Under Secretary: Assists the Secretary in the general direction of the pro- 
grams of the Department, acting for him in his absence, and has responsi- 
bility for day-to-day determinations on operating matters_._._- 21, 162 

Office staff: Serves as personal aid to the Under Secretary and provides 
office management and stenographie services (administrative 1; cleri- 
cal 1) aie 20, 753 

Assistant Secretary, Federal-States Relations: Coordinates and gives | general 
direction to the various functions and activities of the Department relating 
to research, extension, and land use- -} 20, 154 

Office staff: Provides administrative assistance, office management, and 
stenographic services (administrative 1; clerical 2). 24, 363 

Assistant Secretary, Marketing and Foreign Agriculture: Coordinates and 
gives general direction to functions and activities of the Department relat- 
ing to marketing, distribution, agricultural trade and a with 
foreign areas 20, 154 

Office staff: Provides stenographic services (clerical De . 6, 959 

Assistant Secretary, Agricultural Stabilization: Coordinates and gives gen- 
eral direction to functions and activities of the Department relating to 
stabilization of farm income and prices, commoditv adjustments and mar- 
keting and crop insurance-- - 

Office staff: Provides administrative and stenographic assistance (cleri-. 
cal 1)_. ee 

Director, Agricultural Credit Services: Coordinates and gives general diree- 
tion to credit services of the Department-_-_- 

Office staff: Provides administrative and stenographic services ‘(adminis- 
trative 1; clerical 2) _- 

hie Assistant ‘Secretary, Administrative Services: Coordinates 
and gives general direction to the staff and service activities avieting to ad- 
ministration of the Department arenes 

Office staff: Provides administrative assistance (clerical) _- 

Assistants to The Secretary: Represent the Secretary in conferences with 
agency chiefs, State delegations, State Commissioners of Agriculture, repre- 
sentatives of farm organizations, congressional committees, er im- 
portant analyses and reports, etc. (administrative) - ---- : 40, 047 

Office staff: Provides clerical and stenographic assistance (clerical) 16, 581 

Administrative Assistant: Provides leadership in the improvement of organi- | 
zation, procedures and general management, and he responsible for special 
confidential assignments on a wide variety of complex problems of the De- 
partment (administrative 4.5; clerical 1.5)_..__- 67, 716 

Inspection and investigation program: Provide leadership in strengthening 
departmental staff responsibilities relating to agency program compliance, 
investigation activities, and intensifying staff inspection of agency internal 
audit activities (administrative 1; clerical 1)_-- 

Rurat development program: Provide leadership in ‘the coordination and ad- 
ministration of the program designed to aid low-income and part-time 
farmers (clerical 1)... 

Clerical and messenger staff: Provides clerical, stenographie typing, and mes- 
senger service; delivers confidential or urgent papers to the Capitol, White 
House, and Federal agencies (serves entire office) (clerical 10). ___--- 

Consultants: For temporary services of expert consultants (W AE) on mat- 
ters relating to agricultural DE i chpucacncecdssnabnakeanbudaocuses 


Net average annual positions and salary costs............-------------- 
Other obligations 





Total estimate 


1 Administrative—grade GS-11 and above; clerical—grade GS-10 and below. 





A’ 
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Personnel administration and service, Office of Personnel, fiscal year 1960 


' 


Net average 
annual Annual cost 
positions 


Office of the Director: Administers the overall planning, direction, and co- 
ordination of the Department’s Personnel Management Program. 
ministrative 1; clerical 1) $19, 827 

Administrative and Issuance Unit: Provides internal administrative 
services for the office on budget, fiscal, personnel, records management, 
mail, méssenger, space, property and procurement: activities; prepares 
in final form and issues all policy regulatory and administrative person- 
nel instructions. (Administrative 1; clerical 5) 

Assistant Director for Policy and Staff Coordination: Participates with the 
Director in establishing Department personnel policies and the personnel 
management program, with general direction of the Program and Standards 
Division and the Training and Employee Services Division. (Adminis- 
trative 1; clerical 1) 

Programs and Standards Division: Develops policies and programs on 
examinations, recruitment, placement, classification and qualification 
standards, reduction-in-force, wage and salary administration, position 
allocation, performance, leave, retirement, social security, unemploy- 
ment: eompensation, insurance and :persormei: legislation. Develops 
standards for delegation of personnel authority including those for 
selection of individuals to exercise such authority. (Administrative 5; 
clerical 2.5) 

Training and Employee Services Division: Develops policies ‘and pro- 
grams for employee, supervisory and executive development, employee 
relations, employee services, and employee safety. Administers the 
Department’s incentive honor and awards program. Arranges for 
the investigation of employee suggestions at the departmental or higher 
level. (Administrative 4; clerical 2.5) 

Assistant Director for Personnel Management and Review: Participates 
with the Director in establishing Department personnel policies and the 
wersonnel management program, with general direction over the Personnel 
Manseement and Review Division, Personnel Operations Division and 
Health Division. (Administrative 1; clerical 1)----_- 

Personnel Management and Review Division: Appraises agency person- 
nel programs and operations; eval iates effectiveness of personne] pol- 
icies and regulations; analyzes Civil Service Commission inspection 
reports and follows through on suggestions and recommend \tions made 
in them; provides staff assistance’ t0 agencies‘in improvinz the effective 
management and utiliz ition of manpower; assists in development and 
maintenance of plans to insure continuity of essential functions of the 
Department in the event of an attack on the United States. (Admin- 
istrative 5; clerical 1.5) _- ae ; a 

Personnel Operations Division: “Reviews, allocates, and pre ‘cesses all 
personne! actions and performs related operations for which authority 
is net delegated to agencies or which involves clearances outside the 
Department; operates and coordinates Department’s central reervit- 
ing and placement pr°gram; adjudicates all types of employee appeals 
except conduct and security matters and sec. 14 veterans’ appeals; 
administers the Department’s examination, certification, and wage 
board pr°grams; and compiles Department’s empl»yment, classifica- 
tion, and related reports (administrative, 6; clerical, 4.5) 

Division of Employee Healt: Supervises the health service facilities “f 
, 841 the Department; provides treatment of on-the-job illnesses requiring 
emergency attention; encourages empl yee health education; advises 
with employees on health matters and instructs employees injured 
5, 473 in line of duty regarding eompensation rights; report requirements 
ind procedures; conducts health examinations as necessary; confers 
3, 669 with supervisors and employees to determine if malperformance is due 
a to il] health (administrative, 1; clerical, 6.5) -- bis 
5, 000 
}, 215 


|, 215 


—— 





2024 


Personnel administration and service, Office of Personnel, fiscal year 1960—Con. 





— es 


| Net average 
annual Annual cost 
positions 


Assistant Director, security and investigations: Participates with ‘the | 
Director in establishing Departmental personnel policies and the per- | 
sonnel Management program, with general direction over the Investiga- | 
tions Divisi»n and Security Division (administrative, 1; clerical, 1) | $18, 321 

Investigitions Division: Establishes standards for the administration of | 
the Department’s disciplinary procedures; determines suitability | 
for employment of applicants who have criminal arrest, or other un- | 
favorable ree»rds; plans and conducts investigations of employees 
involved in alleged misconduct or fiseal irregularities, prepares reports | 
reflecting results of inspections and investigations as a basis for ad- | 
ministrative or presecutive action; maintains custody and control of | 
investigative and disciplinary files (administrative, 12.5; clerical, 10)___} 

Security Division: Reviews and evaluates full field investigative reports 
of the Federal Bureau of Investigation and Civil Service Commission | 
and other data in connection with the employee security program 
pursuant to 5 U.S.C. 22-1, Executive Order 10450 and the Depart- | 
ment regulations; collaborates in preparation of letters of charges 
where employees are suspended under program; prepares case against 
employee for submission to Security Hearing Board in removal cases, 
and arranged for complete documentation of hearing; certifies to | 
the Department of State security clearance for all employees for whom | 
the Department requests passports, and all employees and nonem- | 
ployees to attend international conferences; issues security clearance | 
to employees for access to classified material or information. Develops, 
inspects, and advises on facilities, procedures, and controls for safe- 
guarding classified information within the Department (administra- 
tive, 2; clerical, 4)..___- ; Se teneace enemas vata | j 36, 8 

Net annual positions and salary costs_._- ib eae 508, 630 

Other obligations. _ scboa € aL , wits : 104, 484 





Total estimate_.._...._.. i paid BI. 703, 114 








Budgetary and Financial Administration and Service, Office 
fiscal year 1960 








Net average | 
annual Annual cost 
positions 


Office of Director of Finance and Budget Officer of the Department $15, 504 
Deputy Directors: Assist Director in general administration of budg- | 
etary, fiscal and internal audit activities of Department (administra- | | 
tive) 1___ : 28, 172 
Secretarial staff to Director and Deputy Directors (clerical). | 3 | 15, 906 
Program Analysis: Maintains liaison with agencies on budgetary, financial, | 
and related management aspects of current and proposed programs and | 
reviews agency budget and program reccmmendations (administrative 4; 
elericai 1)- . 5 | 54, 808 
Secretarial staff to program analysts (clerical) Kiva 18, 238 
Estimates and allotments: Prepares budget estimates, allots and apportions | 
Department funds; reviews current agency obligations in relation to 
budgeted funds (administrative 6; clerical 9) _- § 104, 507 
Legislative reporting: Coordinates legislative reporting and com piles and | 
disseminates legislative information (administrative 2; clerical 4)- | 5 | 41), 578 
Accounting (except accounting services): Develops ‘departmental fiscal 
policies and procedures and provides leadership in the development of 
accounting systems (administrative 9; clerical 9) _ 133, 836 
Accounting services: Performs fiscal and accounting ‘services for the | 
Office of the Secretary (administrative 1; clerical 5)- 35, 316 
Internal auditing: Provides departmental leadership for internal audit and | 
program investigation activities (administrative 4; clerical 3) 55, 105 
Budgetary and financial reporting: Provides central budgetary ‘and financial 
reporting; develops reporting standards; and advises agencies respecting | 
reporting methods (administrative 4; clerical 3) | 58, 873 
Administrative service unit: Provides mails, files. messenger, supply, clerical 
and typing assistance, and similar administrative services for internal | 
operations of budget and finance (administrative 1; clerical 4)- 


Net average_positions and salary cost 
Examination of estimates in field _. 
Other obligations 


tn GIB oon cco sic ccccecccce ae eseai 


1 Administrative—GS-11 and above; clerical—GS-10 and below. 
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General operations, Office of Plant and Operations, fiscal year 1960 





Net average 
annual Annual cost 
positions 


Office of the Director: Directs the activities of the Office: 

(Administrative 3;! clerical 1) -- 

(Clerical 1)? 

Procurement and property management: Exercises general responsibility for 
the administration of the personal property and supply management func- 
tions of the Department, including purchasing, warehousing, utilization, 
and disposal of administrative and operating supplies and equipment 
(administrative 8; clerical 8) - 

Real estate: Exercises general responsibility for housing the operating plant 
of the Department; directs real property management activities of the 
Department and acts as liaison with the General Services Administration 
and the Post Office ee on peheeaic cs ted problems samenenanmeiint 6; 
clerical 2) ___- 

Administrative Services: 

Office of Chief: Exercises direction and supervision of administrative 
functions for overall Office of the Secretary (administrative 2; clerical 1). 

Personnel Section: Performs personnel functions for the overall Office of 
the Secretary. 

(Administrative 2_ - ae 
Clerical 2) - sii ca : as : 

Budget Section: Develops and coordinates budgets and justifications; 
exercises budgetary controls for the overall Office of the Secretary (ad- 
ministrative 2; clerical 1) 

Property and Space Management Seetion: Provides property and space 
mans agement services for the overall Office of the Secretary (adminis- 
trative 1; clerical 3) - 

Secretary § Records Section: Provides records ‘management services for 
the immediate Office of the Secretary and the Office of Plant and 
Operations and handles mail addressed to the Secretary of Agriculture 
and the Department of Agriculture (administrative 2; clerical 18)--__| 87, 705 

Service operations: 

Office of Chief: Directs and coordinates the activities of the Division 
(administrative 1; clerical 1) --- ial it : 12, 597 

(Administrative 2) __-. 19, 347 

Technical Section: Provides advice to the agencies of the Department on 
matters relating to the technical aspects of reproduction and related | 
work (administrative 1; clerical 1)......-.-.-.- 4 12,282 

Work Planning and Control Section: Processes and schedules work 
orders and requisitions for communication services; audits and cer- 
tifies telegraph and telephone vouchers; compiles departmental tele- 
phone directory; schedules and controls requests for reproductions 
and supply services; maintains related inventory and cost accounting 
controls; provides purchasing service for certain agencies of the Depart- 
ment (administrative 2; clerical 16) _- 89, 440 

Telephone Switchboard Section: Provides central dep: artmental tele- 
phone switchb oard service in the District of Columbia (clerical 14) 57, 054 

Telegraph Section: Provides central departmental telegraph service in 
the District of Columbia (clerical 5) 26, 491 

Post Office Section: Receives, distributes, and dispatches ‘all mail for the 
Department in the District of Columbia (clerical 6) - - - 5 25, 616 

Duplicating and Mailing S Section: Furnishes central departmental dupli- 
cating and mailing services (administrative 4; clerical 109.6) - . 600, 7965 

Central Supply Section: Provides centra! departmental storeroom and 
supply services (clerical 21.4)_-- Jitbcmewe L 87,786 

Reading improvement (ad alanbaiiee 2). - ime earl 14, 441 








Total net average annual positions and salary cost_..-...........-..--- 2 518, 360 
} 740, 000 


Other obligations ead Gi 88, 326 


Total estimate ; 606, 686 
740, 000 


i Ltminiasibive ~GS~9 and above; clerical—GS-8 and below. 
? Italic represents employment, on a reimbursable basis, under the working capital fund. 
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Regulatory hearings and decisions, fiscal year 1960 


Net average 
annual Annual cost 
positions 


Judicial officer: Renders final administrative decisions in regulatory proceed- 
ings of a judicial or quasi-judicial nature. (Administrative 2; clerical 1)! 
Hearing clerk unit and agriculture decisions: Has responsibility for receiving, 
filing, and acknowledging receipt of complaints, petitions, answers, briefs, 
arguments, and other documents filed with the Department in connection 
with quasijudicial and administrative proceedings, and editing the ‘‘Agri- 
culture Decisions’, a monthly publication containing decisions of the 
Secretary of Agriculture i in connection with all quasi-judicial functions and 

administrative hearings of the Department (clerical 7) 

Hearing examiners: Hold hearings, make reports, recommend decisions, and 
perform related duties as required by statutes, regulations, and rules of 
practice applicable to the various matters under their jurisdiction (admin- 
istrative 5; clerical 2) 


Net average annual ponies and salary costs 
Other obligations 





Total estimate 
1Administrative—GS-11 and above; clerical—GS-10 and below. 


TRAVEL EXPENSES OF HEARING EXAMINERS 


Mr. Roszerts. There is one other matter I would like to call to the 
attention of the committee. 

You will remember that, on the recommendation of the Depart- 
ment last year, the committee inserted language in the appropriation 
bill which permits reimbursement to the Office of Hearing Examiners 
for travel incurred in the conduct of the hearings. I think I should 


report to you on how that has worked out. 

It is working very successfully. I have here, Mr. Chairman, in 
case the committee wishes to have it, or to put it in the record, a tabula- 
tion which shows the number of hearings held between July 1, 1958 
and February 28, 1959. There were 81 ‘such hearings under the Ad- 
ministrative Procedure Act, and 9 which are not subject to that act 
and which are fully reimbursable. 

Thus, during that period of time we have held 90 hearings with re- 
imbursement, to the Office of Hearings Examiners, of $11,087. 

Mr. Wurrten. We would be glad to have that table. 

Mr. Ronerts. The schedule indicates that there will probably be 71 
hearings between March 1 and June 30, 1959, with an estimated re- 
imbursable obligation for that period of about $8,713. If we achieve 
that number, which we feel pretty certain of doing, we will have held 
by the end of the year about 161 hearings. 

That compares with about 124 or 125 last year. We estimate 145 
of the 161 will be under the Administrative Procedures Act. 

(The table referred to follows:) 


Office of Hearing Examiners— Total obligations for reimbursable hearings estimated to be held during fiscal year 1959 
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Mr. Roserts. The new procedure has enabled us to proceed, with. 
out delay, in getting these hearings held when they are needed in par. 
ticular areas. Before we were held up due to insufficient funds to meet 
the travel expenses in connection with scheduled hearings. 

Mr. Chairman, that is all I have by way of a general explanation, 
We will be glad to answer any questions the committee may have, 


TRANSFER OF FUNCTION FROM OFFICE OF INFORMATION 


Mr. Wuirren. I notice you propose to transfer $4,600 from the 
Office of Information. Is that in connection with the change made 
by the committee last year? 

Mr. Roserrs. It is, Mr. Chairman. Last year the committee 
directed that the work of speechwriting for the Secretary be trans. 
ferred from the Office of Information to the Office of the Secretary, 
In reporting out the bill, the committee made a transfer of $8,23), 
I believe, thinking that was all that was involved. Actually, ther 
was involved an additional $4,600. The total represents two-thirds 
of the salary of two people who work on the speeches of the Secretary. 
This $4,600 is this year being transferred from the Office of Informs- 
tion to the Office of the Secretary as the transfer of these two people 
to the payroll of the Office of the Secretary has already been made 
pursuant of the directive of the committee. 

Mr. Wiunrren. Could we get the names of those people who write 
those speeches? I would like to talk to them and see what we would 
have to do to get them to quit writing in the present Secretary's 
speeches that price supports have kept American commodities out of 
world trade and hinder foreign expansion. 

The Secretary agrees it does not. He agreed that the Commodity 
Credit Corporation charter had always given him authority to sell 
competitively. He had it during the period he was not selling 
competitively. 

Mr. Ropserts. Mr. Chairman, there is only one person who is doing 
any substantial amount of writing for the Secretary. 

Mr. Wurrren. Could we have his name? 

Mr. Roszerts. Mr. Enzler. The other person is a secretary who 
works with him in putting the material into final form. Mr, Enzler 
has been an ——— of the Department for 8 or 10 years, perhaps 
more. He works under the direct supervision of the Secretary m 
preparing speech material. The drafts themselves are carefully re 
viewed by the Secretary before being finalized. 

Mr. Wuirren. I invited the Secretary and he did testify along the 
line I am telling you. Do you think Mr. Enzler would if we invited 
him up here? 

Mr. Roserts. We would be glad to have him up, Mr. Chairman, if 
you feel it is desirable. On the other hand, I would be glad to talk 
to him and tell him of the committee’s concern, and call his attention 
to the hearings that were held earlier this year. 

Mr. Wurrren. I wish you would do that. I don’t think it is good 
for all concerned for this misinformation to continue to show up Il 
the Secxetary’s speeches, particularly in view of the Secretary’s own 
agreement as to what the facts are, as shown by the hearings. 

Mr. Roserts. I will call his attention to those hearings, Mr. Chair- 
man, and express your concern to him. 
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With- 
par: 
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Mr. Wurrren. When the Office of Information testified before us 
and offered their justification, they indicated that they were an infor- 
mation agency. All Secretaries write their speeches to suit their 
oe needs, and they are political to a degree and always have 





tion, a) 
be I wonder if a man who is preparing that kind of speech should not 
be in the Secretary’s Office, rather than identified with the Office of 
Information. 
n the Mr. Roserts. In accordance with the directive of this committee 
made} Jast year, we have actually transferred Mr. Enzler and his secretary 
to the payroll of the Office of the Secretary. The transfer has been 
rittee | made and the adjustment pares in these estimates is to get over into 
rans. | the appropriation for the Office of the Secretary the remaining $4,600 
tary, | Which ere the remainder of two-thirds of the salaries of the 
8.935, | two people involved. 2) 
thers These two on ge do work other than speechwriting which does not 
hirds} Occupy their full time. In addition they are working on a number 
ten. of reports which are prepared by the Department and which are really 
yrma.| 22 information function. Thus, to the extent that they will be per- 
eople forming this other work, the Office of Information will continue to 
wide reimburse the Office of the Secretary for approximately one-third of 
their salaries. 
write} lr. Wurrren. Thank you, Mr. Roberts. 
would 
tary’s| ORGANIZATIONAL CHANGES IN IMMEDIATE OFFICE OF THE SECRETARY 
put off Mr, Marsan (presiding). Mr. Roberts, how does the appropria- 
. | tion for the office of the Secretary and the functions compare with 
oat the Office of the Secretary when Mr. Benson took over as Secretary of 
‘© Se") Agriculture? Have you made any changes in organizational struc- 
elling} ture? ; 
; Mr. Ropzerts. Yes, there have been some changes in the organiza- 
doing} tional structure. 
Mr. Marsuauy. Will you cite the organizational changes in the 
, structure and the amount of money now as compared with when the 
ler Secretary took over the Department ? 
= Mr. Roserts. In general, the changes were these: When the Secre- 
oa ‘ tary took over the Department early in 1953 we had an Under Secre- 
hee tary and one Assistant Secretary. Under Reorganization Plan No. 2, 
y which was approved by the Congress on June or July of 1953, two 
agi additional positions of Assistant Secretray were created. Also the 
ted position of Administrative Assistant Secretary, the one I now hold, 
nvie"| Was established. It was set up in accordance with the recommenda- 
nit on of the Hoover Commission, which proposed that there be in each 
> talk of the major departments of Government a career person with re- 
meee sponsibility for the administrative affairs of the Department, the 
lousekeeping functions, so to speak, and who would provide a con- 
tinuity in those activities as distinct from the areas of political pro- 
5 eT gram direction. 
Pig got the time that change was made, the Department was also re- 
ganized so that agencies in the Department were assigned to work 
Chair: under the specific direction of a given Assistant Secretary, with simi- 





lar or related functions reporting to the same Assistant Secretary. 
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For example, in the case of the Federal-States relations programs, 
there was grouped under one Assistant Secretary the services involy- 
ing cooperative relationships with the States. Also there had been 
for a number of years in the Office of the Secretary an office—started 
originally when Milton Eisenhower was there—designated as the Office 
of Land Use Coordination. 

There were still some vestiges of that function remaining in 1953, 
providing general direction to programs which involved primarily 
technical assistance in soil and water use, flood control and watershed 
protection work. In 1953, that responsibility was transferred to the 
Soil Conservation Service and only general direction provided through 
an Assistant Secretary. 

I would like to ask Mr. Berger to pass out copies of these tabula- 
tions. I want the table under No. 4, and also the first table under 
No. 10, Mr. Berger. 

For the immediate Office of the Secretary in 1952 we had $494,816 
in funds available. For the fiscal year 1959 and 1960 the amounts 
are the same—$621,215. For the entire appropriation which the 
committee is now considering, there was a direct appropriation in 
1952 of $2,258,447; in 1959 and 1960, including the Pay ct supple- 
mental in 1959—$2,881,000. 

In view of the increase in costs, salary increases, and so on, it is 
not appropriate, I think, to make just a comparison of funds avail- 
able. 

The second table I have asked Mr. Berger to pass out is one which 
indicates the average number of positions, the average grade, and 
the average salary during these same years. I think this is indica- 
tive of what is happening throughout government. 

For example, in 1952 on the entire appropriation we had a total 
of 364 average annual positions. For 1959 and 1960, we have 3246 
average positions, a rather substantial reduction in average positions 
below 1952, although the first table indicates a substantial increase 
in funds available. 

There are two other significant figures on this tabulation. The 
average grade for the entire group is 8.6 in 1952. It is the same in 
1959 and 1960. Yet the average salary in 1952 was $6,002 compared 
with $7,258 in 1959. 

For the immediate Office of the Secretary, in 1952 we had 60.6 
average positions during the year. For the current year and next 
year we will have 51 positions. The average grade remains sub- 
stantially the same, yet you will notice that the average salary is up 
from $7,053 in 1952 to $8,600 in 1959. 

To emphasize what the interplay is between the average grade and 
the average salary, I think the next group is important. In the 
Office of Personnel the average grade in 1952 was 9.5. The average 
grade this year is reduced to 9. Yet the average salary is up from 
$6,502 to $7,342. In other words, a reduction in average grade but 4 
very substantial increase in average salary. 

Again, this reflects the inflation and the increased costs in terms of 
salary, even though there are fewer personnel on the rolls as far as 
this particular office is concerned. 

Mr. Wuirrten. This statement is of interest, Mr. Roberts. I have 
wondered about a good many things. I opposed having so many AS- 
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sistant Secretaries, not that I do not have respect and regard for the 
Assistant Secretaries you have. It has been my observation that you 
can put so many people between the problem in the field and the man 
who is sitting on top, that it does not help, but hurts, as far as having 
a Secretary familiar with what is going on. 

I have had some misgivings about that. Our efforts to have the 
Secretary before the committee, or to work out dates with him, makes 
me think we made a mistake in going along with that kind of thing. 

Mr. Roserrs. I have seen the Department operate under a number 
of Secretaries. I have seen it operate under the old system when we 
had only one Assistant Secretary, and the present one where we have 
three political Assistant Secretaries. 

Personally, I am convinced that a better job is being done now in 
terms of coordination of programs than was being done before. I 
want to say that without regard to the competence of the various 
Secretaries who have occupied the position. The fact is that in an 
organization as large as the Department of Agriculture, with the Sec- 
retary of Agriculture devoting his time to policy matters primarily, 
he did not have, and does not now have, time to devote to the operat- 
ing problems that arise from day to day but which must be taken 
care of expeditiously if you.are going to have effective correlation and 
coordination of the work in the Department. 

I am not going to mention any names, but a number of agency 
heads who have served under both systems have been very frank with 
me in saying that before many problems were delayed—the resolu- 
tion of them was delayed—as it was difficult to get to the Under Sec- 
retary or the Assistant Secretary because he, himself, was loaded 
down and had more people reporting to him than he could direct 
effectively. 

I do not believe the present organizational structure we have is 
excessive in relation to the responsibilities the Department carries 
out. Indeed, I think it is perhaps more conservative than some other 
departments of government in terms of the comparative level of re- 
sponsibility and the number of people at the top who are carrying the 
responsibility for policy and general direction. 

Mr. Wuirten. I can thoroughly appreciate, having served on this 
subcommittee through the tenure of office of several Secretaries of 
Agriculture, that they would rather have an Assistant Secretary to 
whom to report so that they can get matters resolved, as against try- 
ing to get to one assistant or to the Secretary. 

would have to say, just from my own observation here during 
appearances before this committee and in other meetings, that the 
present Secretary, having assistants who can look after these things, 
seems to be much less aware of what the various assistants and others 
are doing within the Department than the former Secretaries were. 
While it was something of a problem to get to him, he had to be on 
top of things to a greater degree than with three or four assistants 
to whom he can give the job and more or less forget it. 

I am speaking my own observations and I am trying to look at the 
matter objectively. I do not mean in any way to get into the question 
of comparing Secretaries. I do think that is one of the things that 
we have lost by reason of having the assistants making these decisions. 
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Mr. Roserrs. Mr. Chairman, I think the point you are making is a 
natural development inherent in a large organization. As the De- 
partment has become larger, just as any other large organization, 
private or public, becomes large, the top ‘leadership, ‘particularly the 
top man, must, of necessity, direct his attention primarily to policy 
matters and leave operating "responsibilities to someone else. 

It does have that drawback and disadvantage. However, in terms 
of getting work done, I think there is a greater advantage to having 
someone available who can have continuous surveillance over day-to- 
day operations, know what is going on and take appropriate steps 
to assure coordination between the programs. 


DISTRICT OF COLUMBIA SALARY LIMITATIONS 


Mr. Wuirren. Now, there is another question here. 

As I recall the situation prior to becoming chairman of this sub- 
committee, it was the practice to provide in many appropriations 
limitations on the amount that can be spent in W ashington. 

It was my thought that, if you were going to have all these pro- 
grams, certainly you should have enough people in Washington to 
give supervision. 

In order to defeat such a limitation, which might have been unwise 
at the outset, they met it by assigning field people to Washington for 
temporary service, to meet the need here. 

Do these personnel figures that you are giving us here represent 
the full story, or do you | have people assigned here temporarily from 
the field? In other words, i is this a true comparison } 

Mr. Rozerts. This is a true comparison, Mr. Chairman. We do 
not bring people in from the field to work temporarily in the secre- 
tary’s office. In my experience in the Department of Agriculture, 
there have been few occasions when people h: ave been brought i in from 
the field to work on a temporary or detail basis in the immediate office 
of the Secretary or in the staff offices. 

Mr. Wuirren. My illustrations should not have applied to the 
Secretary’s Office, as such. I mean within the departmental 
organization. 

Mr. Roperts. Within the agencies of the Department, people are 
frequently brought in from the field for a period of service. We want 
to provide an opportunity for people who have close working rela- 
tionships with operations in the field to sit down with people in 
Washington who are formulating general policy and general instruc- 
tions, and to have the availability of their knowledge, competence and 
understanding of field operations in preparing and dev eloping pro- 
erems for field use. 

IT am aware of what you refer to regarding the so-called D.C., or 
departmental salary limitations. They were carried not only 
throughout this bill many years ago, but throughout many other 
es bills. 

Personally, I do not think they are desirable from a management 
standpoint. Neither do I think they are desirable from the stand- 
point of gaod fiscal operations. They result in additional accounting 
limitations to deal with. And in the last an: ilysis they do not have 
too much meaning. Let me use just one example. 
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We have, in the Agricultural Marketing Service, an Eastern Area 
Administrative Office which handles the administrative details of 
personnel, administrative services, space, records, accounting, per- 
sonal property, and so on. They handle such matters for the entire 
eastern region. 

They are located now in one of the temporary war buildings on 
Independence Avenue. If today we were to have a D.C. limitation, 
they would be included. We do not have to have them in Washington, 
however. They would probably be the first unit we would transfer 
out of Washington if we had to make some space available quickly 
here. 

We could do the same work in Richmond or Baltimore or some 
place that would be equally accessible from the standpoint of ground 
and air travel, for mail and whatnot. That is true of many other 
uctivities. Many activities are here in Washington that could be 
transferred out if they had to be. Likewise, there are activities that 
are outside of Washington that for a good reason could probably doa 
better job in here. The point is that the agency accommodates itself 
to the limitation, whether the result be good or bad. But the limita- 
tion does not save money. 

Mr. Wuirren. My purpose in developing this was to have the record 
show the facts. I started off by saying that I rather doubted the 
wisdom of having a limitation on what could be spent in Washington. 
Imay be in error, but I think it first came about when I became chair- 
man. I know I was always on the side of demanding proper super- 
vision for big programs. Sometimes you can waste a lot of money by 
not having a close enough tab or enough freedom to actually travel 
and stay in touch. Not to have any restriction also lends itself to other 
problems, however. 

Mr. Roserrs. I would much prefer to have the Appropriations 
Committee look carefully at what we are doing in Washington and 
advise us on moves that they feel should be made, and get an under- 
standing on action to be taken, than I would to set up these numerical 
or monetary limitations which in the last analysis have little meaning. 

Mr. Wuirren. My raising this subject matter does not mean that I 
have any special desire or purpose other than to develop the record as 
to different angles of this matter. 

Mr. Roberts, I notice on February 6 the Department announced the 
appointment of Mr, Miles Horst, of Lebanon, Pa., as Special Assistant 
to the Secretary, in charge of congressional liaison. I notice he suc- 
ceeds Mr. Clyde A. Wheeler, Jr. 

Could we have in the record what his salary is and what his duties 
consist of. Also, how many people do you have under the title “Con- 
gressional liaison,” and how long you have had such an operation and 
what is the total cost ? 

Mr. Rozerts. Mr. Horst, in taking this new position, was appointed 
toa grade 17 position. The salary for that grade begins at $15,375. 

Mr. Wuirren. I do not say this was reference to Mr. Horst, but I 
have frequently wondered about all this liaison business, not only here 
but with regard to other appointments. I have been a Member of Con- 
gress a long time. I have never seen one of these liaison people that was 
a just a person who somebody wanted to favor with a good-paying 
job. 
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I do not say this about Mr. Horst because I never met him. I did 
not meet Mr. Wheeler, as I remember. 

But, it looks to me like another layer of icing between the Congress 
and the Department. I just wonder about the wisdom of carrying on 
that job, especially at that high salary. 

Mr. Roserts. This is a job which was set up back in 1953 in order 
to provide closer working relationships with Congress, and to pro- 
vide more assistance and liaison, just as the title indicates, with com- 
mittees of the Congress handling legislation in which Agriculture has 
an interest. 

We have always considered that the Office of Budget and Finance 
could best serve this committee and the comparable committee in the 
Senate, and thus, we have continued to use the Office of Budget and 
Finance in that capacity. 

This position has been occupied from time to time by various people, 
If my memory serves me correctly, Mr. Wesley DeWart was one of 
the first to serve in this capacity. Mr. Jack Anderson of California 
was another. Clyde Wheeler succeeded Mr. Anderson. Mr. Horst 
is a former commissioner of agriculture in the State of Pennsylvania, 
and has been in the Department for about 3 or 4 years, providing 
general leadership on investigation and program appraisal work. 
With his promotion to this new position, the position Mr. Horst has 
held will remain vacant at least for the balance of this year. In 
addition to the services rendered by Mr. Horst, Mr. Leroy LaMaster 
has been assigned, at the request of the House Committee on Agri- 
culture, to serve as a central contact point for members and staff of 
that committee through whom they can obtain facts and figures 
which are required by the committee from time to time. Only a 
part of Mr. LaMaster’s time is devoted to this assignment. Mr. 
LaMaster holds a grade GS-15 position; his salary is $12,771. Part 
time of two stenographic and secretarial staff members is utilized 
in providing assistance to Mr. Horst and Mr. LaMaster in connection 
with these activities. 

Mr. Marswauu (presiding). I was glad to hear you state, Mr. 
Roberts, that you had thought that the work in the Department had 
been correlated and in better shape under Mr. Benson than it formerly 
had. It ismy impression that the preceding Secretary of Agriculture 
had asked for this type of organization but that type of organization 
was not granted by the Congress. 

Mr. Rozerts. I am glad you mentioned that, Mr. Marshall. Yes, 
this type of organization was not entirely the idea, shall I say, of the 
present administration. It was an outgrowth of a number of things: 
developments in the Department, the recommendation of the first 
Hoover Commission, ideas brought in by the new administration, ree- 
ommendations of prior secretaries of agriculture, who had proposed, 
I believe, on two occasions prior to Mr. Benson’s taking office that an 
organization somewhat comparable—not in all its detail, you under- 
stand—in general structure. When somewhat similar changes were 
made in other departments such as Treasury, Commerce, Labor, and 
Interior, the Congress did not grant the authority requested by the 
Department of Agriculture. 

Mr. AnverseNn. Mr. Marshall, may I ask a question along this line, 
please ? 

Mr. MarsHauu. Surely. 
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Mr. Anpersen. Mr. Roberts, would it be possible to have one of 
the Assistant Secretaries act as Under Secretary instead of having an 
Under Secretary in that capacity alone? 

Mr. Roserts. I would not recommend it, Mr. Andersen. It could be 
done. There are any number of combinations of management pat- 
terns that could be made to work. But I have found that having an 
Under Secretary who can devote his attention primarily to matters 
the Secretary would ordinarily handle—and serving as Acting Secre- 
tary when the Secretary is away—but also providing day-to-day co- 
ordination and general direction of the program of the Department, 
is very valuable. I don’t believe you would have that kind of direc- 
tion without an Under Secretary. I think you would have a situation 
where coordination beyond the sphere of responsibility of any one 
Assistant Secretary would be weakened. Operating matters would 
be delayed and management effectiveness impaired if you had to wait 
until such matters could get to the Secretary for resolution. 

Mr. Anpersen. My thought, Mr. Roberts, is not directed against 
Mr. Morse in any way. But it does seem to me that the Secretary of 
Agriculture should normally be on the job at least three-quarters of 
the time in Washington. Furthermore, if that was the case, it would 
sem to me that the Secretary would not have the use, so to speak, for 
an Acting Secretary or an Under Secretary during that length of 
time. Ithink wearea little bit heavily loaded on top. 

I would think we could well ask Mr. Benson as to the advisability of 
eliminating one of the three Assistant Secretaries and combining 
one of them with the office of Mr. Morse and thereby eliminating that 
c= secretarial staff that Mr. Morse has which amounts to 
$20,753. 

My purpose is not directed at any one gentleman. I cannot see why 
the Department could not be operated very efficiently by combining 
a the assistant secretaryships with that of Under Secretary when 
needed. 

_ I will go now to the other end of the line, Mr. Roberts, and say that 
in some of our agencies—at least two or three cases—we have men 
with responsibilities who are entitled to better salaries than they get 
today. They should be up closer to the Assistant Secretary position 
as far as compensation is concerned. One of them I have already 
called to the attention of the subcommittee, which is that of Ad- 
ministrator of Research, with all of his tremendous responsibilities. 

I might say we have $41,000 there for the operation of the Under 
Secretary’s end of it, and we could spend that $41,000 to better ad- 
vantage by recognizing the responsibilities further down in some of 
our big agencies. That is my line of thinking, Mr. Roberts. 

Mr. Roserrs. I would like to say this, Mr. Andersen. I do not want 
to leave the impression that the Under Secretary has nothing to do 
when the Secretary is there. On the contrary, he is a very busy man. 
In handling the operating problems of the Department, and that is 
his primary responsibility, 1 suppose I see him three or four times for 
tach time that I see the Secretary. That comparison might not be 
quite the same for some of the political Assistant Secretaries who are 
dealing in program matters rather than administration. 

Mr. Anpersen. Would that be perhaps due to the fact that our good 
Secretary has extended himself perhaps a little in accepting invita- 
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tions here, there, and everywhere, whereas it would be good for the 
Department if he was on the job and taking care of some of these 
day-by-day decisions that the Under Secretary today has responsibility 
for? 

I will be frank with you. I am critical of Mr. Benson in that regard, 
I think he goes out and makes too many speeches here, there, and 
everywhere. I believe it would be for the best interest of agriculture 


if he would shorten the number of those speeches. I don’t say that we. 


should hamstring and say you can’t go out and make a speech, Mr. 
Secretary. But every time I look in the press I see where Mr. Benson 
is making a speech out in Denver or Seattle, San Francisco, Minne- 
apolis, or somewhere, and I wonder when the man gets time to do any 
work in his office. 

Mr. Roserts. To answer your question, Mr. Andersen, I think my 
contacts with the Under Secretary would not be changed whether the 
Secretary was there or not. What I am doing is following the admin- 
istrative channels and lines of communication that are established 
under the present organizational structure. 

Mr. AnpersENn. I will just end my discussion on this point, Mr. Rob- 
erts, by saying that I have nothing whatsoever against the Under 
Secretary. I think in his way he is doing a good job. He, of course has 
to follow the policies laid down by Mr. Benson. I think the other 
three Assistant Secretaries are very fine gentlemen. I just think 
we have a little too much brass at the top layer. 

That isall, Mr.Chairman. Thank you. 

Mr. Roserts. I should add, if I may, that I think it should be borne 
in mind, too, that the Under Secretary serves also as the President of 
the Commodity Credit Corporation. 

Mr. Anversen. Mr. Chairman, I would like to go into a very serious 
matter here today. First, may I say that I think we have across this 
table some of the best men that work for the Government and the 
people of the United States in the U.S. Department of Agriculture. 
I have known Mr. Roberts for a good many years. Also Mr. Grant. 
Mr. Betts not so long. But Messrs. Mangham, Loftus, Hyde, and 
Berger, have been around for some time. I have a question I would 
like to propound to Mr. Betts, with your permission, Mr. Chairman. 


PERSONNEL REQUIREMENTS FOR FARMER-FIELDMAN POSITIONS 


Mr. Betts, you took over from Mr. Reid in what year? 

Mr. Berrs. There was one break in between Mr. Reid and my ap- 
pointment. Mr. Schafer served a short term. I was appointed in 
December 1956. 

Mr. Anprersen. My question relates to the care with which personnel 
goes into qualifications of men who seek very responsible positions in 
Agriculture. I want to decentralize that down to the fieldmen who 
work in connection with ASC offices in the various counties. 

Just how much care is taken before selecting a fieldman for ap- 
pointment, who would have under his jurisdiction perhaps 8 or 10 
county ASC offices. Will you tell me just what you do to determine 
whetherthat particular applicant would make a good fieldman or not! 

Mr. Berrs. I am glad to answer in general terms, Mr. Andersen. 
The farmer-fieldman position to which you refer is in the ASC setup. 
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the | It is one of the positions that is exempt from the civil service rules and 


hese regulations for the competitive service. Therefore, there are no civil 
ility | service competitive requirements for the filling of that position. The 


position is under the control of the State ASC committee. The Com- 
modity Stabilization Service has dev eloped 1 in recent years standards 
and criteria for the farmer-fieldman’s position. Prerequisites are 
mainly a knowledge of agriculture and some demonstrated experience 
in related program in the ASC system. 

The most frequent person who has been appointed to the farmer- 
fieldman position has been a former county office manager or one who 
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nne- | has come up through the county ASC system. That is the general 
any | pattern. 
Mr. Anperson. That system has not been in effect very many pease. 
‘MY } Iam concerned about some of these men who came to these jobs 4 or 5 
r the years back. I think I have run up against some situations which are 
had more or less deplorable in my area because of the fact that even though 
shed | the man involved might be a pretty fair man, Mr. Marshall, in his way, 
Rob these particular gentlemen just did not have the diplomacy or perhaps 
} ‘er the knowledge necessary to go in and do a good job with county 
| x committees. 
a As a consequence, it has made it rather difficult. 
es You might say it has created an area of friction between the coun- 
7 ty committees themselves and the State committee. 
Mr. Berrs. The farmer-fieldman is supposed to be the extension 
of the State committee serving in a given geographic area within 
tof | the State. 
me Mr. AnperseN. You are absolutely right, Mr. Betts. I will yield 
. | toyou, Mr. Marshall, for a comment. 
"this Mr. Marsuaut. Mr. Betts, it was my understanding that at one 
a time when the farmer-fieldmen were selected that they must have 
® | either community or county committee experience. In many of these 
ture. | instances that Mr. Andersen mentioned it has come to my attention 
— that some of these men that have been selected have not been co- 
? “ald operators in the program in the past and have not believed in the 
= philosophy of the program. In my estimation that is inexcusable in 
man | making the selection, whether it be under civil service or any other 
: way. 
| Mr. AnpersEN. My personal opinion, Mr. Betts, if you will pardon 
me for saying so—after all, I recognize that you do not have juris- 
y ap- diction here—that a fieldman should be a man selected today either 
ed in | from office managers or from men who have served on county com- 
mittees as such for several years, and who have acquired considerable 
onnel | formation as to the operation of the program. I think it is wrong 
wns in | ‘© bring into any program a man from the outside who has nothing 
. who | % recommend him in the light of experience, as Mr. Marshall has 
commented. I don’t think it does our agricultural programs any 
yr ap- | good. 
or 10 Mr. Berts. I would certainly agree with you that we need well 
rmine | alified people. If you get an ill-qualified man in the position you 
rnot! | °n bring harm to the program. 
ersen. 


setup. 


2038 


WORKING CAPITAL FUND 


Mr. MarsHauu, Mr. Roberts will you discuss the use of your work- 
ing capital fund. 

Mr. Roserts. I would like to ask Mr. Grant to take that item, if 
it is satisfactory with the chairman. 

Mr. Grant. Mr. Marshall, the working capital fund for the Depart- 
ment was established in the 1944 Department of Agricultural Appro- 
priation Act to finance on a reimbursable basis the operating costs 
of certain centralized operations in the Department, such as dupli- 
eating, photographing, motion pictures, tabulating, supply, Library 
photocopying services and employee training programs. This fund 
is not depleted. The rates charged the various agencies are as near 
as possible the cost of performing the services. It is simply a means 
of simplifying the financial arrangements for certain common service 
activities. 

In the fiscal year 1958, the operations of this fund were approxi- 
mately $2,800,000. 

Mr. Marswary. How much of that was reimbursed ? 

Mr. Grant. All of it. That is the approximate level of the work 
that is carried out under that fund. The expenditures were about 
$2,800,000 and receipts approximately the same. So the fund is not 
depleted. The capital in the fund is some $900,000, so you can see it 
is turned over several times during the year. 

Mr. Marswarx. Do you have an estimate in 1959 and 1960 how much 
will be expended and reimbursed ? 

Mr. Grant. In 1959 and 1960 it runs at about the same level as in 
1958. The gross expenditures in 1959 are estimated $2,868,000 and 
the receipts at $2,892,000. In 1960 the gross expenditures are esti- 
mated $2,850,000 with gross receipts at $2,887,000. 

Mr. Marsnaty. Mr. Roberts, in line with some of the questioning 
that we had a moment a go, I wonder if you could tell us if the Depart- 
ment has a policy or not which determines the latitude that the Secre- 
tary may have in correcting mistakes that have been caused by mis- 
information. Is there a writen policy on that phase of the work? 

Mr. Roserts. I don’t know of a written policy, but certainly there is 
no prohibition that I know of—policy, regulations or otherwise— 
against correcting a mistake that has been made, whether it was made 
by the Secretary or by someone down the line. 

Mr. MarsHatu. It is my understanding that if the law itself had 
been misinterpreted or information misconstrued that it would be 
rather difficult for administrative people to make payments that were 
in violation of the law. However, if those payments are in violation 
of administrative rulings because of lack of information or misinfor- 
mation that has been given, does the Secretary have a latitude to cor- 
rect those? 

Mr. Roserts. I would think that he would have the same latitude 
as if it were a mistake or misinterpretation of the law itself. Prob- 
ably only the statute of limitations would be applicable, as I see it. 
IT don’t know specifically what you have in mind. 

(Discussion off the record.) 

Mr. Marsrary. Thank you, Mr. Roberts. 

I guess we have got to the point of finishing up this part, Mr. 
Chairman. You came at a very opportune time. 
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Mr. WuirteN (presiding). Thankyou, Mr, Roberts. 
MyfRorerts. Thank you, sir. 


Monpay, Marcu 16, 1959. 
OFFICE OF INFORMATION 


WITNESSES 


RALPH S. ROBERTS, ADMINISTRATIVE ASSISTANT SECRETARY OF 
AGRICULTURE 


R. LYLE WEBSTER, DIRECTOR OF INFORMATION, OFFICE OF INFOR- 
MATION 


JAMES H. McCORMICK, ASSISTANT DIRECTOR IN CHARGE OF PUB- 
LICATIONS, OFFICE OF INFORMATION 


GALEN YATES, CHIEF, ADMINISTRATIVE MANAGEMENT DIVISION, 
OFFICE OF INFORMATION 


CHARLES L. GRANT, DIRECTOR OF FINANCE AND BUDGET OFFICER, 
DEPARTMENT OF AGRICULTURE 


SALARIES AND EXPENSES 


Program and financing 


1958 actual | 1959 estimate | 1960 estimate 


Program by activities:] : ; 
1, Publications review and distribution. -- : $681, 060 $674, 045 $685, 345 
2. Review and distribution of current agricultural infor- 


mation__--- 505, 059 513, 725 520, 185 
3. Review, pre paration, “and distribution of visual ‘agricul- 


tural information 228, 024 225, 895 226, 135 


Total program costs ! ¢ 1, 414, 143 1, 413, 665 
4. Relation of costs to obligations: Costs financed from 


obligations of other years, net (—). ; prion tes —26, 416 


Total program (obligations) : in See 1, 387, 727 
Financing: 

Comparative transfers to other accounts. -.------- bus 13, 000 

Unobligated balance no longer available - - ‘ 1, 073 


New obligational authority--.-.......--.------- . 1, 401, 800 , 418, 265 1, 431, 665 





New obligational authority: 
Been . os co sixcive cis snndtccabnaes ‘ 1, 359, 265 1, 431, 665 


Transferred from “Conservation reserve,” soil bank pro- 
grams (72 Stat. 243) -- 


Appropriation (adjusted) - -- si oii 1, 359, 265 1, 431, 665 
Proposed supplemental due to. pe ay increases. 59, 000 


‘Includes capital outlay as follows: 1958, $7,653. 
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Object classification 





—— - — 
1958 actual | 1959 estimate | 1960 estimate 


Total number of permanent positions 35 133 
Full-time equivalent of all other positions 2 | 1 | 
Average number of all employees. 125 | 120 | 
Number of employees at end of year 133 128 | 


Average GS grade and salary_.- 2 $5,431 17.2 $6,076 
01 Personal services: | ane ey | 
Permanent positions eo $689, 004 | $728, 501 
Positions other than permanent : 8, 910 | 3, 025 
Other personal services , 282 3, 739 
| eS } 


Total personal services 196 | 735, 265 
Travel 9, 723 | 9, 000 
Transportation of things 3, 300 | 3, 000 
Communication services | , O16 70, 000 
Printing and reproduction , 923 500, 000 
Other contractual services = 0, 658 | 10, 500 

Services performed by other agencies_____- sac 23, 850 | 25, 100 
Supplies and materials 9,717 9, 000 
Equipment ‘ : ; | 9, 862 | 4, 000 
Grants, subsidies, and contributions : , 148 47, 500 
Taxes and assessments.._- oe ; 334 300 | 


| 
Total obligations... .____..- See eee ewe , 387, 727 | 1, 413, 665 1, 431, 665 
| | 





JUSTIFICATION OF THE ESTIMATE 


Mr. Wuirren. We come now to the Office of Information. In that 
connection we would like pages 376 through 379 of the justifications 
inserted in the record. 

(The material referred to follows :) 


PURPOSE STATEMENT 


The Office of Information was established under its present name in 1925 as 
a consolidation of functions formally organized as early as 1889, to coordinate 
in the Department the dissemination of information useful to agriculture as 
directed by the act establishing the Department of Agriculture in 1862. 

The Office has general direction and supervision of all publications and other 
information policies and activities of the Department including the final review, 
illustrating, printing, and distribution of publications; clearance and release of 
press, radio, television, and magazine materials; maintenance of central files 
of news and general illustration-type photographs; and the preparation and 
distribution of exhibits and motion pictures. The Office publishes the Yearbook 
of Agriculture, the annual report of the Secretary of Agriculture, the Depart- 
ment directory, and the Department list of publications: handles the details 
of distributing farmers’ bulletins allotted to Members of Congress; and services 
letter and telephone requests for general information received in the Depart- 
ment. Under the Department’s working capital fund, the Office also produces 
visual informational materials, such as motion pictures, exhibits, art and graph- 
ics materials, and still photographic work for the Department and other Gov- 
ernment agencies. 

Employment as of November 30, 1958, totaled 236. The Office has no field 
employees, except part-time or intermittent workers for seasonal work in 
securing still photographs and for displaying exhibits at State fairs and similar 
agricultural activities. 
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Appropriation 
mepeted QVAUIADIO: 19606 6 aude se eet ek ganas saeweneiceicien $1, 431, 665 
Budget estimate, 1960 : 1, 431, 665 


Appropriation act, 1959 $1, 359, 265 
Proposed supplemental, 1959, for pay a aati ecerrctticeenarisiapiinceapnness 59, 000 
Proposed supplemental, 1959, for postal rate increases___._.__-___ 18, 000 
Activities transferred in 1960 estimates to “Salaries and expenses, 
Office of the Secretary” relating to cost of preparing speeches for 
the Secretary and his immediate assistants___............-___ —4, 600 
Base for 1960 1, 431, 665 
Budget estimate, 1960 1, 431, 665 
1In addition to regular Office of Information mailings, this appropriation item finances 
(a) the postal costs of all USDA agencies’ periodicals, publications, and bulletins mailed 
from the Government Printing Office (representing about 50 percent of total Office of 
Information postal costs), and (b) the mailing costs of special information materials 
covering activities of all agencies of the Department. The cost of such mailings was 
increased by approximately one-third, effective in the fiscal year 1959, by the general 
increase in postal rates provided by Public Law 85-426. ‘To provide for the necessary 
increase in the 1959 appropriation, the 1960 budget reflects an anticipated supplemental 


appropriation of $18,000; for comparability with the 1960 estimate, the additional amount 
needed in 1959 has been incinded here in the base for 1960. 


Project statement 


| 
Project 958 1959 1960 
| (estimated) | (estimated) 





1, Publications review and distribution. -_- | $656, 337 | $685, 345 $685, 345 

2 Review and distribution of current agricultur: 1] information _ | 504, 145 | 520, 185 520, 185 

3. Review, preparation, and distribution of visual agricultural 
information 227, 245 226, 135 | 226, 135 
Subtotal ! ‘1, 387, 727 1, 431, 665 1, 431, 665. 

Unobligated balance _- si aecates busalaimdeds 

Total pay act costs (Publie Law 85-462) _. 


Total available or estimate 








Transferred from ‘‘Conservation reserve, soil bank program, 
Agriculture’’ __- 

Transfer in 1960 ‘estimates to “Salaries and expenses, Office of 
the Secretary’ ; 34 FA WEIN AL | op 000 | 

Proposed supplemental ‘due to ‘pay ONOND 1. ic c40 ckcccsestenc 

Proposed supplemental due to postal rate NOON xccachcgbeesdtncunscoen 











Total appropriation or estimate 1, 367, 500 | 


' Represents obligations. The amount of $1,414,143 indicated for 1958 in the 1960 budget represents applied 
costs. The difference of $26,416 represents, primarily, the excess of publications uSed in 1958 over orders 
placed in that year. 
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Supplementary project statement 


[The following schedule reflects a more detailed analysis of the obligations shown in the regular project 
statement] 


Project 1958 actual | 1959 estimate | 1960 estimate 


1, Publications review and distribution: 
(a) Publications management $51, 167 $55, 000 
(6) Printing procurement 40, 183 42, 845 
(c) Inquiries and distribution 291, 578 300, 000 
(d) Printing of farmers’ bulletins, reprints and lists 254, 761 267, 500 
(e) Publications use study 18, 648 20, 000 


656, 337 685, 345 


2. Review and distribution of current agricultural informa- 
tion: 
Bt) OR INIYIIN, cccnmeanttpcducvoncans: iclbsaeinateenalenteddeied 111, 284 115, 000 
(6) Preparation of reports 63, 047 70, 200 
(c) Radio and television 101, 795 105, 985 
(d) Printing agricultural yearbook 213, 000 213, 000 
(e) Special informational materials for programs in 
low-income agricultural areas 16, 000 


520, 185 


3. Review, preparation, and distribution of visual agricultural 
information: 
OD ae Oe I ii cccenonccccune z sonatas 
(b) Exhibits service _-_- 
(c) Motion-picture service 
(d) Photographic distribution 





1, 431, 665 1, 431, 665 


Mr. Wurrten. Mr. Webster, I notice you have no change in funds 
requested. We would be interested in hearing about your television 
programs and agricultural yearbook and your future plans. 

Mr. Wesster. Thank you, Mr. Chairman. 


SCOPE OF INFORMATION WORK 


We do not have any increases, but we are happy to have this oppor- 
tunity to report on what we are doing. I would like to say a few 
words on two points about the general scope of our work before I 
get into the projects. 

The first has to do with the fact that the information materials 
the Office puts out are broadly representative of the whole work of 
the Department. We feel sometimes that some of it covering certain 
aspects of the work of the Department tends to subordinate or obscure 
the rather total job that we are doing and which is reflected in these 
various materials we put out. 

The scope of what we are doing is reflected in practically everything 
that we issue. For example, as the explanatory notes show, last year 
we sent about 526 publications to the printer. These cover farmers’ 
bulletins and leaflets, home and garden bulletins, materials on re- 
search and other programs, and special administrative materials. 

Our motion pictures are educational and are primarily on research 
and other Department programs. 

At the Department this afternoon, we are showing for the first time 
two films we have produced. One of these is on the fire-ant eradica- 
tion program, and the other one is on the research in cotton. 





2043 


We have produced another motion picture on the brucellosis pro- 
gram. We also have issued a series of brief educational films in col- 
laboration with the University of Nebraska on the general subject of 
wind erosion prevention in the Great Plains. These are six short films 
which are described in these six leaflets. 

Mr. Wurrren. Mr. Webster, let me interrupt you. For all the 
research work and various other efforts made by the Department to 
learn answers to the problems which face us, for which they have 
personnel and funds and this big agricultural plant, the benefits come 
from making the results available in usable form. 

Much of the job of bringing together the results centers in your 
Office. Your job is not to make up these pamphlets, but to bring 
together information that the Department has prepared into a usable 
form for distribution. 

Mr. Werster. This is absolutely correct, Mr. Chairman. The 
only reason we have for existence is to perform this function of trans- 
mitting the research results and the program activities in a form that 
farmers and other people can use it and use it readily and use it 
promptly. 

STILL PHOTOGRAPHY 


We do the same thing with photography. In recent years, we have 
taken a number of photos on a given subject and put them together 
in a picture story. We make this picture story available to farm 
magazines, to people who are writing agricultural books, and any- 
body who has use for that kind of information. These picture stories 
cover such subjects as a report on agricultural research in a year, 
food work in the home economics field, and the harvesting and mar- 


keting of flue-cured tobacco. These stories are available to users as 
applicable to their particular interests. 


FARM RADIO SERVICE 


We do the same thing in farm radio. We have carried on for 
many years a program with the farm radio networks and stations. 

In the last few years, we have developed a special tape-recorded 
program which has proven to be extremely useful and very well liked 
by farm radio directors. Subjects put on tape cover findings in 
grain-marketing research, beef-livestock research, the corn-borer con- 
trol, and items of that type. 

I have a chart here which shows where this service goes, and shows 
at_ a glance the kind of coverage we are getting. Each dot is a re- 
cipient of this weekly tape service. The red dots are the individual 
stations where there is a farm radio director. The blue dots are 
the land-grant colleges which in most cases take our material and 
retape it and distribute it in multiples to the stations in their territory. 
We send the tapes to about 90 recipients a week, but we estimate that 
the total users may be 300 stations that are using all or a part of this 
service each week. 

What I am trying to say, Mr. Chairman, is that the services that 
we perform are across the board and are devoted to doing a solid, 
constructive and, we hope, effective job of supplying information to 
farmers primarily, and, to a lesser extent, all people. 


83918—59—pt. 3——50 
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REPORTING TO CITY PEOPLE 


The second concern I have comes up when I mention all people. 
While I think we are doing a pretty effective job of reaching through 
to the farmers, I am not quite as positive about the reporting we do 
to people in the cities. We feel that the work of the Department of 
Agriculture has contributed to the standard of living of all the people 
of the country, but we are not so sure that all the people of the country 
are fully aware of this. 

Although we try to tell this story wherever we can, and we do a 
great many things which not only reach the farmer but the city people, 
we don’t know the effect. The inspection and grading services are 

cases in point. Whenever an occasion comes along i in which we can 
tak to city people and tell them what is happening in agriculture, 
we try to do it. One of the chances we get to tell that story is each 
fall when the Farm-City Week is held. We put out a farm-city fact 
sheet, which is an effort to report on the number of ways in which the 
work of the Department of Agriculture is not only useful to farmers 
but also useful to all the people. 

We made this available to the National Farm-City Week Commit- 
tee. They made it available in turn to their local leaders. 

We know that a good many of our popular publications are being 
requested by people from the cities. As a matter of fact, about. half 
of the requests received through Members of Congress are from city 
addresses. We have made a spot check on that from time to time. 
About 65 percent of the direct mail that comes in asking for leaflets 
comes from city addresses. 

Our food information that goes to women’s pages—this is a service 
we have carried on a long time—is designed to help increase the use 
and marketing of farm products, but it is directed to readers in city 
papers. 

Some of the agencies of the Department are starting some activities 
which reach into the schools. The Soil Conservation Service, for 
example, has published within the last year a leaflet called “Teaching 
Soil and Water Conservation.” This is an extremely interesting pub- 
lication. It shows how different phases of soil conservation work 

can be integrated into a course of study and is useful to teachers. 

The Forest Service is working with the Boy Scouts looking forward 
to forestry activities—another longtime project. Wethink all of these 
are very sound programs and are reaching more than the farm people. 

Our people are experimenting in reporting research work through 
the television medium and have been sending out what they call a re- 
search roundup package. Here is one on powdered orange juice being 
served on the submarine that went under the North Pole. Here is the 
photograph which tells the story in part, and on the reverse side is 
the story of the research work on the powdered orange juice. This isa 
new TV service and is proving quite effective. 

The 4-H Club work is spreading out, as I am sure the Extension 
Service people have reported. We understand that about 16 percent of 
the 2 million 4-H Club members are from city homes, 24 percent are 
from rural yonfarm homes, and that there are 4-H Clubs in Chicago, 
Denver, and several other cities. These are examples of what we are 
doing to serve a wider audience both on the farm and in the city. We 
are not sure that we are doing the full job that ought to be done to 





get adequate understanding by the city man and woman of the con- 
tribution of agricultural programs to the American standard of living. 

In reaching the farmer we have very fine systems of publications, 
reporting, using the county agents, and farm radio and television. We 
have a marvelous mechanism for reaching farmers, and we can reach 
them quite promptly. 

However, in reaching city people we don’t have such well-developed 
channels and many of the materials which are designed for farmers 
are not quite so applicable to city people. Also, we have to compete 
with the great many demands for the attention of city people. This is 
one of the problems that we are concerned with. Of course, we are 
primarily concerned with the farmer and would not lessen his services, 
but. we are trying to do everything we can to serve a wider audience, 
and I hope we can report progress in the future on that. 


PUBLICATIONS WORK 


Now I would like to report briefly on our three projects. The first 
project deals with publications. As I mentioned, we continue to issue 
new publications of all kinds—more than 500 last year. We also 
maintain stocks of nearly 400 titles. We issued 18 new farmers’ bulle- 
tins, 22 new leaflets and home and garden bulletins, and revised 32 
publications last year. We have made some progress since my report 
to the committee last year on the problem of keeping the ssldinniiens 
on list No. 1 up to date. 

Mr. Wurrren. We would be interested in just what your problems 
are and what you are trying to do. 

Mr. Wepsrer. A year or two ago, we found that a number of the 
publications contained material that was either obsolete or for some 
reason or other was not quite accurate. We didn’t believe that we 
would be performing a very good service to have publications of that 
kind going out in response to requests. 

Mr. Wuirren. That comes back to the problem that the best answer 
10 years ago is not the best answer today. When you say they are not 
accurate, you mean they are not the last word, so to speak? 

Mr. Wesster. That is right. This is particularly true with chemi- 
cals, which change very rapidly. We wanted to make sure that every- 
thing we had was usable, so we trimmed our list down a year ago to 
about 354 titles. This was a lista year ago. We are working our way 
back. The current list which has a date of February 1959 contains 389 
titles. We hope that the list will come back to where it was a couple 
of years ago with about 500 titles. 

We are making every effort to have the new list available as of the 
first of the year—no later than the first of January hereafter. We 
pis delayed this year but have made careful note to avoid future 

elay. 

Mr. Wurrren. I know you have your problems. The Congress is 
used as the mechanical means of getting this material out to places 
where it will be used. 

At the beginning of the year, the average congressional office is not 
as busy for several weeks as it will be a few weeks later. So you 
have that problem. 
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Actually the earlier in the year that many of these pamphlets or 
bulletins go out the better chance there will be for us. Yet we recog- 
nize that you have to give attention to your own problems. I do 
think an improved situation would be helpful. 

Mr. Wessrer. We agree absolutely on that point. We still have 
the problem of having large quota claims against the stocks we have 
on hand. This has been running in the neighborhood of 20 million 
accumulated quotas that seem to be established. It hasn’t given us 
any trouble but I did want to mention it to the committee. 

i mentioned last year that our stocks of popular publications were 
down a little bit. I thought we would have plenty but I was a little 
optimistic. We found out before the end of the fiscal year last June 
that we were running out of some titles. We printed those, of course, 
right after the beginning of the new fiscal year. 

e are now getting our stocks back to where our position looks 
a little more comfortable. We were down to 4.2 million copies on the 
first of July, which was the lowest they have been since 1948 when 
they were at about 2.5 million. Right now we have about 6.9 million 
on hand and we think we will start the year with something over 
5 million copies. 
YEARBOOK OF AGRICULTURE 


Our second project includes the “Yearbook of Agriculture.” I 
would say that our situation on yearbooks is quite satisfactory. Last 
year’s book, entitled “Land,” has been well received. The Super- 
intendent of Documents has sold 17,450 copies as of March 1, at the 
price of $2.25. We don’t push the sale of yearbooks because they are 
pretty well distributed and we think the comments we get are prob- 


ably a better index of the value of the book than the sales. The editor 
of the yearbook tells me that he has had more favorable comment 
on this “Land” book than he has had for several] years. 

The yearbook this year will deal with the general subject of food 
and nutrition. It promises to be an excellent publication. I can 
either read the main titles or insert a summary. 

Mr. Wuitren. We would be interested in having the main titles. 

Mr. Wesster. The Yearbook of Agriculture for 1959 will be on 
the general subject of food and nutrition. The principal sections of 
this book will deal with: (1) The importance of food and good nutri- 
tion; (2) what makes food good? This will deal with the elements 
of production that affect the quality and cost of foods from plants 
and animals; (3) the activities of six Government agencies pertain- 
ing to food and their responsibilities to the consumer in protecting 
food; (4) the nutrients in food; (5) the composition and nutritive 
value of foods, including tables of amounts and sources of all the 
major nutrients; (6) the nutrient needs of infants, children, adoles- 
cents, young adults, the aging, and pregnant women; (7) how to get 
the most nutritive value for the money spent on food. The use of a 
food budget. Preparation of food to preserve its full value, etc.; 
and (8) nutrition programs including school lunch, transient food 
consumption in the United States, and our future food needs. 

We belieye this yearbook is going to be the most up-to-date and 
comprehensive thing the Department has had on this subject in a long 
time. It is due to come off the press this fall. 
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For 1960, the general subject of the yearbook will be on technologi- 
cal improvements in agriculture. This book is just in the planning 
stages and it will generally cover the progress which has been made 
in improving the technological aspects of agriculture in recent years 

Mr. Micuet. Mr. Chairman, may I ask a question here? 

Mr. Wuirten. Yes. 

Mr. Micueu. On the book for this year, “Food and Nutrition,” it 
would seem to me this would have much more universal appeal among 
the consuming public than the one due to come out in 1960 again 
tailored for the farmer and to agriculture alone. 

Do you suspect there will be a bigger call on a book such as “Food 
and Nutrition” than on the regular agricultural yearbook that nor- 
mally would deal with land or scientific farm or trees or grasses. 

If so, are there any plans to print an additional volume? 

Mr. Wesster. I have no way of knowing what the demand would be. 

Mr. Micnet. Frankly from the brief outline you give me I can 
see that a class in consumer economics in high school or college, would 
have great demand for a book of this nature. 

Mr. Wuirren. If the gentleman will yield to me, I thoroughly agree 
that is likely to happen. Just from the standpoint of repeating his- 
tory for the record—during the war years we had a book on keeping 
livestock healthy. Veterinarians were very scarce throughout the 
United States and are now. I think most of them are dog and cat 
hospital operators. The demand during the war was so great and the 
need of the country for it that we reprinted that once or twice. 

Mr. Wesster. One reprint. 

Mr. Wurrren. We skipped a year and had a reprint. 

Mr. Micuet. There is a precedent then. 

Mr. Wuirten. It would be within the control of the committee to 
make recommendations along that line, if the situation should arise. 

Mr. Wesster. There is also this possibility—reprints of the chap- 
ters which are most useful for specific purposes may be run off and 
made available. 

Mr. Wurirren. As bulletins. 

Mr. Wesster. Yes, sir. We do not have plans for any larger num- 
ber. We try to print the yearbook within a specified sum and there 
are no plans for additional copies. 

We have not firmed up our decision for the 1961 Yearbook. We have 
a number of subjects. One of these is “Seeds.” Another subject is 
“Orchards” and other aspects of horticulture. One is on dairying. 
One is on plant-breeding. One suggestion was on weeds. We have had 
a great deal of interest expressed in the Yearbook on the subject of 
seeds, 

Mr. Wuitten. I am sure, Mr. Webster, that you folks have thought 
of everything that I have thought of. But listening to the suggested 
titles that you have, and recognizing in this day and time that they 
might have more of a regional demand than national, it struck me that 
attention might be given in one of these books to a variety of subjects, 
so that there would be something in there for each area. 

It is not always easy to find a subject that would have national de- 
mand and national application. I won’t embarrass some of the former 
Secretaries of Agriculture, but I remember one that was known as 
“Climate and Man.” 
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It had little demand and little application. Of course, it would 
have been of real value to some people in some phases of the study of 
history. In order to have a Yearbook every year, if you have to seek 
a subject, it is good to give thought to these other things. You can’t 
always tell in advance what the demand will be. 

1 have been highly gratified at not only the fine books that you 
have issued, but the wonderful reception and the great good that they 
do. 

I would like to take this occasion to say that we thank you for the 
fine presentation you always make before this committee. I think 
you and others in the Department who have to supply this informa- 
tion which you bring together never get one-tenth the credit that you 
really deserve throughout the United States. 

I have heard pes not knowing the subject, being critical about a 
number of your publications. They say you can find the same thing 
in farm magazines—here, there, and yonder. They don’t recognize 
that most of the places they find it in turn get it from what you have 
made available to them. Behind most of the things that the public 
just thinks happen, there will be agricultural research and the distri- 
bution by you to these people who use it. 

I know you are delighted that they do use it because it is your pur- 
pose to get them to use it. It is all tied together, and I think most 
people don’t realize the background of what they take for granted 
in the farm magazine. 

Mr. Werster. We appreciate those remarks, Mr. Chairman. I 
should say that the credit for the Yearbook goes largely to the editor 
of it who has done an outstanding job. 

Mr. Wurrren. How much is budgeted for the Yearbook ? 

Mr. Wesster. The printing budget is $213,000. We appreciate 
also your suggestion for a Yearbook that might have a variety of 
subjects. 

Mr. Wurrren. I am not trying to get you to follow my advice in 
that instance. I just mean you can see that a situation could arise 
where that might be worth thinking about. 

Mr. Wesster. We think that possibly the Yearbook of 1962, which 
will come out in the year of the one hundredth anniversary of the 
Department, may be a Yearbook that will have a general or a broader 
scope than just concentrated on one subject. We are looking forward 
to this centennial observance. 





USDA AND HOW IT SERVES YOU 


We have put out in the last year this little leaflet on what the De- 
partment of Agriculture does, designed for people who don’t have 
the time to read the long publications. This is not new, but it pulls 
together briefly the total work of the Department. We use this in 
answering correspondence; we use it with our exhibits at fairs. We 
use it on all kinds of occasions. We think this is a good service. 

Mr. Marsuau. It strikes me you have an excellent outline for a 
chapter of the Yearbook. 

Mr. Wuitten. It might not be inappropriate to have this in the 
record in connection with your testimony. 

Mr. Wesster. We will be glad to make it available. 






ould 
ly of 
seek 
pan’t 


you 
they 


' the 
hink 
‘ma- 
you 


ut a 
ling 
nize 
1ave 
iblic 
stri- 


pur- 
nost 


ited 


De- 
ave 
alls 
. in 


We 
ra 


the 


2049 


(Document referred to follows :) 


THE U.S. DEPARTMENT OF AGRICULTURE—How Ir Serves You 


Every day your life and the lives of your family and friends are affected by 
the services of the U.S. Department of Agriculture. It is involved directly or 
indirectly with— 

The food on your table, 
The cotton or wool in your clothes, 
The wood in your house and its furnishings. 


How it started 


In 1862 President Lincoln approved an act of Congress creating the Depart- 
ment of Agriculture, “the general design and duties of which shall be to acquire 
and diffuse among the people of the United States useful information on subjects 
connected with agriculture in the most general and comprehensive sense of that 
WORB soe 

In 1889 the Department, again by act of Congress, became the eighth executive 
department in the Federal Government with Cabinet rank. 


How it works 

In Washington, D.C., the Secretary of Agriculture and his staff direct the 
programs and activities assigned to the Department by Congress. In every part 
of the United States, and in many foreign countries, employees administer pro- 
grams and carry out responsibilities authorized by Congress. 

As new laws have added to its functions, the Department has grown. It 
currently is organized into various service and administrative agencies, which 
are divided into major groups. An Assistant Secretary or other designated 
official heads each group and interprets and executes its policies. 


Relationship to land-grant colleges 


In 1862 Congress passed and President Lincoln signed the Land-Grant College 
Act. This act donated 11 million acres of public lands to the States and Terri- 
tories to provide colleges for the benefit of agricluture and the mechanic arts. 

This act was followed by others to strengthen the experimental and extension 
activities of the States in their relations with the Department. 

In 1887 Congress authorized an agricultural experiment station in each State 
and Territory. In 1914 it established the Cooperative Extension Service to ex- 
tend agricultural and home economics research information of the Department 
and land-grant colleges to farmers and other people. 


ACTIVITIES OF USDA 
Research 

Six USDA agencies conduct research. The Administrator vf the Agricultural 
Research Service coordinates the work. 

The Department works closely on research programs with State experiment 
stations, departments of agriculture, schools of forestry, and cooperative and 
other public and private agencies. It administers Federal-grant funds voted for 
the States by Congress. 

Agricultural Research Service.—Carries out research on crops, farm and land 
management, livestock, human nutrition, and home economics. Also develops 
new and expanded uses for farm commodities. 

Conducts control and regulatory programs, including plant and animal quaran- 
tines, meat inspection, and others. 

Administers Federal-grant funds to experiment stations of the land-grant 
colleges. 

Agricultural Marketing Service——Conducts reesarch to expand markets for 
farm and food products and to cut marketing costs. Also provides current crop 
and livestock estimates and data on farm income, prices, population, ete. 

Farmer Cooperative Service.—Carries on research to help agricultural co-ops 
that market farm products, purchase farm supplies, and supply other business 
services. 

Foreign Agricultural Service.—Helps private trade maintain and expand agri- 
cultural exports through broad research and reporting on foreign developments 
affecting U.S. agriculture. 
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Forest Service.—Conducts investigations in growth and harvesting of timber; 
protection of forests from fire, insects, and diseases; grazing on forest and re- 
lated ranges; and use of forest products. 

Soil Conservation Service.—Classifies soils in a nationwide system, finds out 
how they respond to different treatments, and otherwise improves understand- 
ing of soils. 


Education 


Cooperative Extension Service is the field educational arm of the Department 
and land-grant colleges. Its work is jointly sponsored and financed by Federal, 
State, and local governments. The Federal Extension Service represents USDA 
in this activity. 

In every rural county, extension workers conduct an educational program de- 
signed to help farm families and others use research findings and other Govern- 
ment aids. Through this program extension workers provide assistance toward 
more efficient production and marketing of agricultural products, improved 
family living, and the advancement of community affairs. 

Farmer Cooperative Service carries on educational work to help farmers im- 
prove the effectiveness of their cooperatives. In these activities it cooperates 
with land-grant colleges, State extension offices and county agents, and with co- 
operatives, and the State and National organizations representing these farmer 
businesses. 


Information 


tach USDA agency provides information on its work for farmers, home 
makers, and others. The Office of Information coordinates— 
Publications, technical and popular, which present research results, pro- 
gram, regulatory, and other information on the work of USDA. 
Current information, which includes press, radio, and television ma- 
terials. 
Visuals, which include exhibits, photos, graphics, and motion pictures. 


Marketing 


The Agricultural Marketing Service carries out marketing and distribution 
programs, and works with States on marketing problems. Its Administrator 
coordinates the statistical work of the Department. 

Administers 16 Federal regulatory acts, marketing agreements and orders, 
the national school-lunch program, and other: food-distribution and surplus-re- 
moval programs. 

Does inspection, grading, and standardization work in cotton, dairy, fruits 
and vegetables, grain, livestock, pouitry, and tobacco. 

Collects and disseminates market news on farm products in major producing 
and marketing areas. 

The Foreign Agricultural Service administers USDA foreign programs in the 
interest of U.S. agriculture, with special emphasis on market promotion abroad. 
Maintains attachés at more than 50 foreign posts. 

The Commodity Exchange Authority supervises futures trading on commodity 
exchanges. 


Conservation 


The Agricultural Conservation Program Service administers the national pro- 
gram that shares with farmers and ranchers costs of soil and water conserving 
practices. Fieldwork is done through agricultural stabilization and conserva- 
tion committees. 

The Soil Conservation Service develops and carries out a national soil and 
water conservation program through 2,800 districts. 

Carries out USDA responsibilities in projects to protect watersheds and pre- 
vent floods and in river-basin investigations. 

Plans and applies measures and practices that reduce flood damage in 11 
major watersheds. 

Makes and coordinates snow surveys for water forecasting in the Western 
States. 

Administers the Federal part of the national cooperative soil survey. 

The Forest Service administers the national forests for the conservation of 
forest and related range and water resources. It manages national forest 
watersheds to regulate streamflow, control floods, and protect water sources 
for power irrigation and home use. 
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Stabilization 


The Commodity Stabilization Service is responsible for— 

Acreage allotments and marketing quotas, to help keep supplies in line 
with demand. 

Soil bank, to divert land from production of excess supplies and put it to 
conservation use. 

Price support for numerous commodities. 

Disposal of surpluses, through sales, barter, transfer, donation, and 
other means. 

Helping obtain adequate storage for farm products—commercial storage 
2s Well as on the farm. 

Administering the Sugar Act and the International Wheat Agreement. 

The agricultural stabilization and conservation State and county committees 
are key units in CS§8’s field organization. 

The Commodity Credit Corporation directs and finances some CSS programs, 
including price support, storage facilities, surplus commodity disposal, and 
others. CCC uses CSS personnel and facilities. The CCC Board is subject to 
the general supervision and direction of the Secretary of Agriculture. 

The Federal Crop Insurance Corporation gives farmers a chance to insure 
crops against loss from causes beyond their control such as weather, insects, 


and disease. FCIC operates its programs in nearly one-third of the Nation’s 
farm counties. 


Credit 


The Farmers Home Administration provides credit for certain farmers who 
cannot get the needed financing elsewhere at reasonable rates and terms. 

Loans are made through local FHA offices. A county committee passes on 
eligibility, farm values, and borrowers’ progress. 

Credit is provided for farm ownership, building construction, and refinancing. 
Loans are made also for farm operating expenses, and for soil and water con- 
servation. 

Loans to meet emergency needs are made in areas hard hit by drought and 
other disasters. 

The Rural Electrification Administration makes loans to extend central sta- 


tion electric service to unserved rural people. Most borrowers are nonprofit 
cooperative associations. The systems are locally owned and managed. 

REA also makes loans to furnish and improve rural telephone service. Loans 
are made to telephone companies and to nonprofit groups. 

The Farm Credit Administration, which supervises a nationwide system of 
credit cooperatives, is independent of the Department of Agriculture. The Secre- 
tary of Agriculture names 1 of the 18 FCA Board members. 


For further information about the services and publications of USDA, contact 


your local county extension agent, or any State or local office of USDA, or 
write to— 


Office of Information 
U.S. Department of Agriculture 
Washington 25, D.C. 
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How USDA Is ORGANIZED 
Secretary 
Under Secretary 
Staff Assistants 
Office of the General Counsel 
Departmental Administration 
Administrative Assistant Secretary 
Administrative Management, Office of 
Budget and Finance, Office of 
Hearing Examiners, Office of 
Information, Office of 
Library 
Personnel, Office of 
Plant and Operations, Office of 
Federal-States Relations 
Assistant Secretary 
Agricultural Conservation Program Service 
Agricultural Research Service 
Farmer Cooperative Service 
Federal Extension Service 
Forest Service 
Soil Conservation Service 
Marketing and Foreign Agriculture 
Assistant Secretary 
Agricultural Marketing Service 
Commodity Exchange Authority 
Foreign Agricultural Service 
Agricultural Stabilization 
Assistant Secretary 
Commodity Credit Corporation 
Commodity Stabilization Service 
Agricultural Stabilization and Conservation Committees 
Federal Crop Insurance Corporation 
Agricultural Credit Services 
Director 
Farmers Home Administration 
Rural Blectrification Administration 
(Notre.—The Farm Credit Administration was established by Congress as an 
independent agency effective December 4, 1953. The Secretary of Agriculture 
names 1 of the 13 Board members. Headquarters offices are maintained in the 
U.S. Department of Agriculture, Washington, D.C.) 


Mr. Wesster. To continue quickly, in this project we also have 
the service we have carried on to the press, especially the farm maga- 
zines. We have carried on a special service to farm magazines for a 
number of years. Our relations with them are excellent. Our service 
to the daily press is quite standard. 

I have mentioned our food page and “Food and Home Notes” activ- 
ities. I have also mentioned our radio service. 


TELEVISION SERVICE 


In the television field we are servicing television stations. There 
are now in the country about 550 television stations and about 150 
of these have farm programs. We serve them witha package. Here 
is a sample of a TV package which has photos and a script with it. 
This one has to do with chemicals and farm management. We have 
a package on poultry inspection and here are some of the photos in it. 
I won’t go over this in detail, but these packages are well received. 
We obtaii? sample opinions on them wherever we can and we have 
gotten pretty good reception from them. 
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We have a somewhat similar TV package which goes at least once 
a month to about 180 home programs. These deal with subjects in 
the food and home field. They are quite well received and we think 
a good activity for us. 

Mr. Marsuatt. How much money are you spending on that! 

Mr. Wessrer. On radio and television combined it was $101,000 
in fiscal year 1958. We would estimate television to be approximately 
half of it. 

Mr. Rozerts. That is $105,000 for fiscal year 1959. 

Mr. Micuet. When you come out with anything new, do you just 
send out your material as a public service ? 

Mr. Werster. Yes. But this is by request. We query the user every 
quarter. 

Mr. Micuert. How do you query them ? 

Mr. Wesstrer. We send them a letter and say for the next quarter 
our programs will cover certain general areas, and ask them to 
indicate if they want particular areas, all of it, or if they don’t want 
any. It is pinpointed to their needs, 

Mr. Micuen. Where do you get most of your replies from ? 

Mr. Wessrer. Maybe I can show by this chart where we are send- 
ing the television packages. There are about 150 recipients of the 
farm package. The red dots on the chart represent the individual] 
stations. The blue dots represent the agricultural colleges which 


have their own television stations where they adapt these materials 
for their use. 


Does this respond to your question ? 
Mr. Micneu. Yes, very well. 


ART AND GRAPHICS WORK 


Mr. Wesster. The final project covers our visual work. This ap- 
propriation is primarily for the coordination and distribution costs of 
the materials produced. I would like to say particularly that our 
arts and graphics people are performing a very important service in 
improving the appearance and rehabilitation of our publications. 
We have had a number of favorable comments in recent years on the 
appearance of Department of Agriculture publications. 

I think we must give much of the credit to these illustrators and 
artists that we have in the Department. We are very happy with 
that particular part of our work. 


TELEVISION AUDIENCE 


Mr. Wurrren. Have you made any estimate as to what size tele- 
vision audience you are reaching? Has there been any compilation? 

Mr. Werster. I suppose somewhere between 30,000 to 50,000 to a sta- 
tion. We estimate an average of 150 stations use our farm TV 
package. It would run into a good many millions in the course of 
ayear. I would be glad to put a more precise estimate in the record. 

Mr. Wuirren. We would be glad to have that. 

Mr. Wesster. Yes, sir. 
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Estimated TV audience for consumer television packages, up to 9 million. 
Estimated TV audience for farm television packages, up to 7.5 million. 


MOTION PICTURES 


Mr. Wessrer. During the last year we produced 69 motion pictures 
of which 41 were short films that could be used for television and 28 
were the normal length films, of the type I mentioned earlier in my 
testimony. 

We also produce some films upon the request of other agencies of 
the Government. 

Mr. Micue.. In that connection, were any of those informing the 
farmers as to what the issue was, for instance, on the corn referendum! 

Mr. Wessrer. Yes; we had some brief material on the referendum. 

Mr. Micuex. And how the ballot would look? 

Mr. Wessrer. I don’t remember the precise film, but there was film 
on it. I would be glad to supply a detailed description on that either 
for the record or for you personally. 

Mr. Micuet. To what extent could the Department editorialize in 
the dissemination of an item like this? 

Mr. Werster. We don’t believe that it could editorialize very much. 
We believe it should be a presentation of the issues which confront 
farmers and it is up to them to make their choice. I don’t think we 
could editorialize at all. 

Mr. Micuet. Who makes the determination as to just what is a 
fact in an issue as important as the corn referendum ? 

Mr. Wessrer. I would say this is the responsibility of our office. 
In getting the job together we would look at the script. We would 
look at the footage on it. This becomes a matter of judgment in part. 

We could say this is a pretty balanced and impartial job and let 
it go. In the discussion something might come up and you would 
say this is editorial and therefore it should be eliminated. 

Mr. Micuer. This would be done within your own department? 

Mr. Wesster. Yes, sir. 

Mr. Wuirren. Mr. Brannan, who was a Democratic Secretary, was 
the author of the Brannan plan which became highly controversial. 

The present Secretary’s views are also highly controversial. I 
have contributed a little bit in making them controversial in both 
instances. I was opposed to the Brannan plan and by reason of my 
position here I could say so. The same thing goes with the present 
Secretary. 

It doesn’t happen, because I differ with both of them on these par- 
ticular things, but I can say that if the Congress is to give any 
Department or any Secretary this means of communication, it ought 
to guard every way in the world to see that it be objective. 

Unless it is purely objective, you can clearly see that a misguided 
Secretary, if such ever existed, might sell the country on something 
wholly unsound and get clearly into the realm of politics. 

So far as I am concerned, each of these gentlemen has had a right 
to his views and I would not charge either of them with having 
made any unfair use of it themselves. I just mention that their 
programs and policies were highly controversial in each instance, 
whatever the relative merits. 
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I would hope that this thing does stay strictly objective, because 
otherwise it could lead to restrictions and controls on the Department 
which are not always as good when they are written into regulations or 
into laws. I have heard no complaints, may I say, Mr. Webster about 
any of this material. 

I do wish to sound a warning that in this field every effort should 
be made to make it objective. You are a regular civil servant. You 
serve under this Secretary and the next Secretary, so I don’t want this 
to look like criticism. 

It is not to be taken as any indication that I have had any com- 
plaints of what has happened in the past. 

Mr. Micuet. I didn’t mean by my question to imply that there was 
anything improper, but I can conceive, as you have, that there would 
be an area for something like that to come about at some future 
date possibly. 

Mr. Wesster. You gentlemen are putting your finger on a very 
important issue. It is one of which we are extremely conscious. We 
have been for a long time. We consider it more important with a 
medium as powerful as television, for example. We have always 
drawn a careful line between what 1s a policy position by a Secretary. 

For example, when the Secretary comes and testifies before Con- 
gress, this is in a different category than that of television films shown 
all over the country. We are quite proud of our record in maintain- 
ing the objectivity of our material. We are quite jealous of our 
reputation. I assure you that we will do everything in our power to 
keep our record as clear as we hope it has been. 

Mr. Micue.. By the same token I can see where the Department 
can be extremely helpful in provoking interest among the voting 
public on an issue such as the corn referendum. 

Mr. Wesster. We feel it has to be handled with care. We work 
very hard at being objective about it. 

Mr. Roperts. I should say, Mr. Chairman, that Mr. Webster is 
particularly alert to this eeihane Not infrequently he comes down 
to my office with a draft of this or that which he has caught in re- 
view process, and he has wondered if perhaps it was not a little par- 
tial and ought to be amended. I think they are trying very hard to be 
objective about these matters. 


EXHIBITS 


Mr. Wessrer. My last item, Mr. Chairman, is to report that in our 
exhibits work we continue to display our material in the States, 
usually through State or county extension services. So far this year, 
we have shown exhibits in 37 States under this arrangement. In ad- 
dition, we had larger presentations at the international livestock 
show at Chicago and the western livestock show in Denver. 

Mr. Chairman, that concludes my comments on the projects. 

Mr. Wuitren. Mr. Marshall, do you have any questions? 

Mr. Marsuau. Mr. Chairman, I have been very much interested in 
the presentation of Mr. Webster. I concur in some of the comments 
he has made about the bulletins. In my estimation they are attractive 
and well put together. I am very much interested in the comments 
he has made about the publicity information that goes out from the 
Department of Agriculture. 








2056 


I wish to commend him for that. At the same time in a friendly 
sort of way I would like to be just a little bit critical of this publi- 
eation he has put out for Farm-C ity Week. He has not mentioned 
one thing about the cost of production of things on the farms. He 
has not mentioned a thing in here about the so-called cost- -price 
squeeze that is causing a great deal of difficulty to the farmer. 

He has not made any comment about our foreign export trade, as 
I have been able to read it. He has not made any comment about the 
position of agriculture in the world today as it relates to surpluses and 
some of the problems that are facing the farmer in that regard. 

I think it is unfortunate that this opportunity was not taken to 
have pointed out to the urban people the amount of money which we 
are spending in furtherance of foreign policy of the country which 
is being charged to the farm program. 

I think there were some very good things brought out in this bul- 
letin. I mention that as a matter of friendly criticism so that if any- 
thing comes'up in the future some of those things might be reckoned 
with, 

Mr. Wurirren. We wish to thank you again, Mr. Webster, for a 
fine presentation. Wethink you doa fine job. 

Mr. Wesrster. Thank you, sir. 
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Monpay, Marcu 16, 1959. 
LIBRARY 
WITNESSES 


RALPH 8S. ROBERTS, ADMINISTRATIVE ASSISTANT SECRETARY OF 
AGRICULTURE 

FOSTER E. MOHRHARDT, DIRECTOR, LIBRARY 

LOUISE 0. BERCAW, ASSISTANT DIRECTOR, LIBRARY 

BLANCHE L. OLIVERI, CHIEF, DIVISION OF ADMINISTRATIVE MAN- 
AGEMENT, LIBRARY 

CHARLES L. GRANT, DIRECTOR OF FINANCE AND BUDGET OFFICER, 
DEPARTMENT OF AGRICULTURE 


SALARIES AND EXPENSES 


Object classification 





1958 actual | 1959 estimate | 1960 estimate 








Total number of permanent positions. --.-........-..-.---.-.--- 138 132 150 
Fuil-time equivalent of all other positions................--.- 2 1 1 
Average number of all employees. --....-----.--..---------- J 125 | 126 142 
Number of employees at end of year_.........-...--...--.--.- 127 130 145 
Average GS grade and salary. .-.....--.....----.-.-- Sih apedwicies 5.6 $4,548 15.6 $5,127] 5.6 $5, 121 
01 Personal services: | 
Pertnanent pesos leh cciell cei dail Ries etal dls $608, 324 $653, 309 $725, 429 
Positions other than permanent._-...........---.----.-- 5, 228 3, 588 | 3, 697 
Other personal Serviocs.. . .< .........25..2 04 conceeny mip 2, 651 2, 703 | 6, 004 
Potal HersOAl GV. 66 nsnccsccnccsngnnaatnesscece 616, 203 659, 600 735, 130 
CB “"THGWGl oi cad ccd ccncecccnsccqmepaneinsselbeseneadsth hon 1, 196 2, 600 2, 600 
e-em RTIE OE TI votes chit m ons xk cneentsesscsces 77 490 490 
O04. Communication serviges. ..n.<cnpenaecanksoceuhpoenecences 12, 639 14, 400 14, 400 
06 Printing and reproduction -.-.....-...-..--.-------- APD 5, 337 3, 100 3, 100 
NG 55a ssi) cat ser... tee 27, 680 27, 300 31, 000 
67 Other contractual sarvinds.. ~ 1. +<49006)6<nsen-cce-seee aes 24, 180 24, 000 34, 270 
Services performed by other agencies_-........---.---. 15, 925 11, 000 13, 900 
Ge Bupies Ge WTI. Fe ete ecceccc 6, 330 6, 277 6, 623 
CO. TE os 5 bods pn cba gdte beeenkcccnedualaccotienesa 51, 075 41, 227 41, 281 
11 Grants, subsidies, and contributions-...-.........-..--.-.-- | 37, 848 42, 906 48, 106 
13 Refunds, awards, and indemnities_-.-........-..-...--...- 1, 832 1, 500 1, 500 
15 Taxes and assessments ._..........------ Shatatcoddcdeted 189 200 200 
1959 program obligated in 1958.....-.---..-.- pth ba dalteus. ue 2, 213 HRMS so ceve ssi 
IE IE, oc na nccsanecscnndrh snap dapadehadaen 803, 124 832, 387 | 932, 600 








Program and financing 





1958 actual 1959 estimate | 1960 estimate 


Program by activities: 
1, Agricultura) library services (total program costs!) - _- 
2. Relation of costs to obligations: 
Costs financed from obligations of other years, net 


Obligations incurred for costs of other years, net_..- 27, 102 


Total program (obligations).................-- 803, 124 

Financing: 
1959 appropriation available in 1958. _____- —2, 213 
Unobligated balance no longer av ailable_- 304 





New obligational authority 801, 215 


New oblivational authority: 
Appropriation - - 772, 000 
Transferred from ‘‘Conservation reserv ws? soil bank P 
grams (72 U.S. Code 243) -_-___- ae ; Sag 29, 215 


Appropriation (adjusted) ‘eae 
Proposed supplemental due to pay increases _ 


1 Includes capital outlay as follows: 1958, $1,343; 1959, $1,300; 1960, $1,300. 


Mr. Wuirren. We come now to the library of the Department of 
Agriculture. 


JUSTIFICATION OF THE ESTIMATE 


In that connection we would like pages 393, 394, and 398 through 
401 of the justification included in the record at this point. 
(The material referred to follows :) 


LIBRARY—PURPOSE STATEMENT 


Function.—The library, pursuant to the Department’s Organic Act of 1862, 
and under delegation from the Secretary, “procures and preserves all informa- 
tion concerning agriculture which can be obtained by means of books * * *.” 
Under the act establishing the Department, the library also serves as the Na- 
tional Agricultural Library. 

Activities—The library makes available to the research workers of the 
Department and the State agricultural colleges, as well as to the general public, 
the agricultural knowledge of the world that is contained in published litera- 
ture. This reduces duplication of effort and avoids wasted time by enabling 
scientists and administrators to know what has been done previously in their 
fields. In pursuance of the organic act, the library collects current and his- 
torical published material and organizes it for maximum service to the Depart- 
ment and to the public through reference services, loans of publications, biblio- 
graphical services, and photo-reproductions of library material. It issues a 
monthly Bibliography of Agriculture, in which is listed the agricultural litera- 
ture of the world. The book collection approximates 1,150,000 volumes. 

Organization.—The library serves as a staff office of the Secretary and, in 
addition, has operating responsibilities in the field of library and bibliographical 
services. There are six specialized field branches serving major field research 
installations. In addition, five State agencies provide library services to Depart- 
ment employees in designated geographical areas under cooperative agreements. 

On November 30, 1958, the library had 150 employees, of whom 137 were in 
Washington and 13 in the field. 


Appropriation 
Estimated available, 1959 
Budget estimate, 1960 
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Salaries and expenses 


mmriation. Att, 1900)... -cn<s<cenncstpcicessonsenytamenairenemmebiet $772, 000 
Proposed supplemental, 1959, for pay-act costs__..___..---.--------- 62, 600 















IRR SES cca. sachin ch: ninntbtrecipaccasadhalelons mi viastacecbeteteadle=aemce tlapanh bteian aad 
RE CN, Be eminerertegiensempenbintigimgeinaphitinbegranmmcipemaggell 
Increase 


SUMMARY OF INCREASES, 1960 









tocarry out a comprehensive review of the library collection to elimi- 
nate unnecessary material and to provide adequately for preserva- 
tion of valuable agricultural publications____.__._.__-__-_----------~-- +88, 000 
lo meet increased costs of land-grant college and university con- 
tract services 


Project statement 











Project 1958 1959 Increase 1960 


estimated estimated 












|, Agricultural library services: ! 





(a) General library services...........-.......... $528, 498 $550, 700 | +-$98, 000 $648, 700 
(b) Specialized services to research.............-- 272, 413 SE TIO Biccceccnudss 283, 900 
EN NE Se eee ee ee oe BEE i cccuandemasliodencnnexditebenaaee 
Total pay act cost (Public Law 85-462)-.......-.-...--- (29, 455) (62, 600) (+8, 000) (70, 600) 
Total available or estimate. -___...........---.---- 801, 215 2 834, 600 +98, 000 932, 600 
Transferred from ‘‘Conservation reserve, soil bank pro- 
nn eC oe on see a aaninaipe nines ae —29, 215 one n nee nn nnn 


Proposed supplemental due to pay increases............|....------.-- 





Total appropriation or estimate--............--.- 





















Represents obligations. The amount of $776,022 indicated for 1958 in the 1960 budget represents applied 
«sts. The difference of $24,889 reflects, primarily the excess of equipment and bibliographical material 
«dered in 1958 over such items used in that year. 

‘Includes $2,213 obligated in 1958 under the advance procurement authoriztion (Public Law 85-386). 






STATUS OF PROGRAM 
(urrent activities 


The primary function of the library is to collect current and historical publi- 
ations, and organize them for maximum service. It serves as the National 
4ricultural Library. The library makes available to the research workers of 
le Department, agricultural colleges and universities, other research and edu- 
ational institutions throughout the world, individual farmers, and the general 
liblie the agricultural knowledge of the world which is contained in its litera- 
we. This is accomplished through three major types of activity : 

Technical processes services, including selection, acquisition, classification, 
ataloging, and preparation for use of all books, journals, and other publica- 
tons added to the library collection in Washington and the field ; 

Bibliographic services, including bibliographic liaison with research and 
‘ehnical personnel, compilation and editing of special bibliographies and pro- 
‘sion of an index to the world literature on agriculture through the “Bibliogra- 
ty of Agriculture” ; and 
Reference and lending services, including individual reference and lending 
wrk, making photoprint or microfilm copies of articles, coordinating these 
‘vices for field personnel through branch libraries and contract agreements 
ith libraries of agricultural institutions, and preserving and maintaining the 
ation’s and world’s heritage of published knowledge in the field of agriculture. 
In addition, there are collections of books and journals located at certain 
eid installations. These collections, as well as other needed library facilities 
id services, are provided by the appropriate agencies of the Department as 
proved and supervised by the Director of the Library. 

These services are coordinated directly with the Librarian of Congress and 
ie Director, National Library of Medicine. 
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Selected examples of recent progress 


1. Acquisition of publications——A continuous intensive acquisition program 
has been carried on in an effort to provide the major agricultural publications 
needed by the Department’s workers, research personnel, farmers, and the public 
generally. The collection still lacks essential agricultural information pub. 
lished in foreign countries, as well as many important domestic publications 
The aggressive gifts and exchange program resulted in the acquisition of 
approximately 70 percent of the material received. A tabulation of major ac. 
quisition statistics for the past 5 years and estimates for 1959 and 1960 follows: 


Number of publications received 
from all sovrces (gifts, exchanges, 
and purchases) 








DAR Bee ain —— 
Year tions for | 
| publica- | | Number of periodical 
tions Volumes | issues | 
added to | ai nl ae | 
| collection | 
| Received | Retained 
_- ———_— _ ——__—_ — | ———— eS —$<$—_—— ——— } 
1954 © egies aie : $47, 839 | 34,461 | 594,646 | 274,695 | 
1955 ney es ab . ‘ 45, 366 | 21,451 | 603, 387 275, 12 
ee Set ed oa teosebe i, 44, 726 25,414. | 591, 791 293) 774 
ie ae a 2 E , ace 46, 288 | 23, 878 | 578, 265 272, 537 
TN a eee oe eee : a 46,174 | 19, 767 1 510, 893 252, 47 
1959 (estimated) -- Lu ° bi ‘ | 42, 000 20, 000 | 481, 000 260, 000 
1960 (estimated) __._--____-- | 42,000 | 22,000 | 450, 000 260, 000 





! Decrease results from a new program for weeding titles and reducing the number of copies of selected 
titles. 


Norte.—The figures in ‘“‘Volumes added to collection” exclude the backlog of unprocessed material com- 


prised of approximately 40,000 volumes at the end of 1958 which represents an increase of 11,000 volumes 
over 1957. 


2. Reference and lending services.—The following statistics indicate small 
increases in both reference and circulation services. 





| 
| Percent of 
1957 1958 | increase (+) 
| or de- 
crease (—) 
ea | 


Volume of loans and circulations: 
Washington__________- 338, 412 315, 956 -6.6 
PAI ai jain a Renee calc ; | 761, 612 | 803, 740 +5.0 








Total... | 1,100,024 | 1,119, 696 +1.5 
= ——— ——— Se = 


| 











Reference questions answered: 
Washington__.._.______- | 89, 009 79, 482 —10.7 
PUM ee a 49, 164 | 59, 168 +0.3 
le aistesansigtentinn tides ihe’ «| 138, 173 138, 650 +3 








3. Preparing published material for use—During 1958 11,337 titles were 
classified, cataloged, and arranged to make valuable information readily avail- 
able to Department workers. There were 252,547 serial publications recorded 
and made a part of the collection. 

4. Bibliographic services.—Included in the Bibliography of Agriculture dur 
ing 1958 were 101,351 items, an increase of 6,661 over the 1957 figure. 

There were 44 bibliographies, indexes and lists prepared on specialized sub- 
jects such as— 
(a) Index to the literature of American Economic Entomology. 

(b) Selected list of American agricultural books in print and agricul: 
tural periodicals. 

tc) List of selected references on small watersheds. 

(d) List of selected references (1907-55) on rice hulls and rice straw. 

(e) List of selected references (1955-57) on grading logs and trees for 
quality. 
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5. Preservation and maintenance of the collection—tThe library continues to 
have its binding done by a small business concern under a waiver issued by the 
Public Printer. Under the 1958 contract 5,147 volumes were bound for the 
main library and 1,284 volumes for various field branches. 

6. Photocopies in lieu of loans.—Photocopies in lieu of loans were supplied on 
8.660 loan requests, consisting of 61,290 pages of photoprint and 16,635 pages of 
microfilm. 


Overall volume of work statistics, fiscal years 1954-60 





Actual Esti- 


mated 


1954 1955 1956 1957 1958 1959 1960 



































16,295} 15,070] 15,260| 13,301] 11,837] 12,000] 12,000 
85,413) 71,519] 67,333 , 635| 56,865} 57,000} 57,000 
1, 145, 236/1, 148; 3801, 170, 965/1, 097; 220/1, 119; 696|1, 146, OOO}1, 116, 0GO 
180, 677 , 1 162| | 138, 650 000 

274, 695| 275, 112 


Titles cataloged __._______- 4 bceet 
New cards added to library catalog. . 
Loan of books or periodicals... ___- 
Reference questions answered. _____. -- 
Serial publications entered -.._.___---- 
Items indexed in ‘Bibliography of 


’ * , ’ 


293,774) 272,537) 252,547) 260,000) 260, 000 


ban sushstdebpereny = seeecys 95,670} 100,698} 97,202) 94,690) 101,351} 102,000), 162,000 
Volumes bound...____.__- : aa 9, 264 5, 893 6, 285 6, 241 6, 431 6, 900 8, 000 
Obligations for books, periodicals, ; 

newspapers and other publications..| $47,839) $45,366] $44,726] $46,288] $46,174) $42,000) $42,000 








Mr. Wurrren. Mr. Mohrhardt, we are glad to have you and your 
associates here. We will be glad to have your general statement if 
you care to proceed in that way. 

Mr. Monruarpr. Thank you very much. 

I would like to read a statement, since we are asking for an in- 
crease and I would like to justify our request if I may. 

Mr. Wuirren. Yes.. 


GENERAL STATEMENT 


Mr. Monruarpr. During the past year attention from many high 
sources has been focused on the dilemma of scientific libraries. Con- 
gressional committees, educators, scientists, and others have disclosed 
that scientific information must be made more readily available. In 
a speech on January 26, 1959, the Secretary of Agriculture stated : 


Technical and scientific discoveries are pouring forth from the lockers of 
science in such a flood as has never been known before. 

If we are to make wise use of these new techniques and of this advanced 
knowledge, our people must know more about what is going on and must learn it 
faster. We are moving much faster in producing knowledge than we are in 
producing ways to carry this knowledge effectively to the people. 

To put it bluntly, information is lagging too far behind research. This in 
itself is not new. What is new, it seems to me, is the growing danger that the 
gap between research and information may steadily widen. 


The President’s Science Advisory Committee in December 1958 
stated : 


Our very progress in science is dependent upon the free flow of scientific 
information, for the rate of scientific advance is determined in large measure 
by the speed with which research findings are disseminated among scientists 
who can use them in further research. 
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GROWTH IN SCIENTIFIC PUBLICATIONS 


Appearing before a congressional committee last year, an official 
of a large American corporation said: 

The volume of technical literature is approximately doubling every 10 years, 
In round numbers, this rate of growth means, according to G. G. M. Carr-Harris, 
of the National Research Council of Canada, that some 60 million pages are 
being added to the technical literature every year. Consequently, it is readily 
apparent that accessibility and utilization of technical information to fill the 
needs I have outlined is a problem that has reached the acute stage and threat- 
ens to become hopeless in the near future unless improvements in existing 
methods of information retrieval, evaluation, and dissemination are initiated 
promptly. 

The United States Department of Agriculture Library, as one of 
the Nation’s and the world’s primary sources of scientific informa- 
tion, provides rapid access to large fields of scientific research. Our 
library shelves contain over a million tightly packed volumes, over- 
flowing to the floors. 

Although the flood of scientific publications continues to increase 
each year, we try to meet the challenge of acquiring and servicing 
thousands of new publications from every part of the world. Agricul- 
ture, chemistry, and biology are our major responsibilities, 

Biological Abstracts has developed two charts showing the growth 
in scientific periodicals. They show rather conclusively what is called 
the explosive growth in scientific publications, particularly during the 
past 10 to 20 years. The charts primarily show that research pub- 
lications are doubling every 10 years in number. This chart (No. 1) 
shows scientific and technical publications in agriculture. 

(The chart referred to follows :) 
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Mr. Monruarpr. Then I have a second chart also from Biological 
Abstracts which shows the world’s specialized publications in the bio- 
logical sciences. This includes zoology, botany, and animal physiology, 
It is evident from this that this growth is one which is more than 
doubling every 10 years. 

(The chart referred to follows :) 
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Mr. Monruarpr. This is basically the problem that we have in the 
Department of Agriculture. How do we keep abreast? How do we 
keep even partly behind this tremendous growth in the world’s scien- 
tific publications ? 

Then I borrowed from the National Science Foundation several 
charts. This is the first one. This shows the relative production of 
gientific publications from the United States as compared to the rest 
ofthe world. 

(The chart referred to follows :) 








2066 


Mr. Monruarpt. Even if we covered fully only the important publi- 
cations in the sciences coming from the United States we have 98 
percent in the field of chemistry alone. 


WORKLOAD AND STAFF OUTPUT 


In the face of this mounting load of publications it has been neees- 
sary to decrease our staff 3314 percent during the past 10 years so as 
to provide for the absorption of pay raise costs and the increase in 
costs of books, magazines, and other items purchased. 

We have partially offset the reduction in personnel by mechaniza- 
tion, shortcuts, simplification, and management improvements. No 
other library has higher workload standards. In fact, we are regu- 
larly vieited by librarians from all parts of the world interested in 
our streamlined operations. Our output per staff member remains 
high, but both our reference and circulation services have dropped 
during the past 10 years as reflected in the following tabulation: 











Circulation Output per 
and Average staff 
reference staff member 
load 
I i i a dee 540, 114 225 2, 401 
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In other words, with the staff we have it is practically impossible 
for us to keep up with the demands for service even though we have 
used every improvement that we can yet devise. 

Although the number of significant publications has increased, we 
now bind only half as many as we did 10 years ago. Binding arrear- 
ages have reached a critical stage, particularly in view of the depend- 
ence of workers throughout the Nation on us for permanent files in 
agriculture and allied sciences. Scientists in the Department, in 
land-grant institutions and in industries concerned with agriculture 
look to us for the world’s publications in these fields. 

A recent spot check of users of our holdings showed that in addi- 
tion to workers throughout the Government, professors, veterinar- 
ians, agriculturists, botanists, geographers, and agricultural associ- 
ations, there continues to be heavy use by industry. 

Food processing firms, pharmaceutical companies, machinery 
manufacturers, chemical plants—practically every segment of Ameri- 
can industry relies upon us for research publications. Chemistry 18 
so basic to agriculture that over the past 100 years we have assembled 
what chemists assert to be one of the finest chemical libraries in the 
world. I would like to show the next chart which I have borrowed 
also from the National Science Foundation. That again shows what 
is called the explosive growth in scientific publications. 

(The chart referred to follows:) 
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. 

Mr. Monruarpr. This is in chemistry and related fields. I think 
it is evident from this that the amount of output is doubling about 
every 10 years, or as the chart says every 814 years. 

Although we acquire publications for specific agricultural needs, 
we make them available to workers in related fields in every part of 
the country. 

DEPARTMENT STUDY OF LIBRARY FUNCTIONS 


Recognizing that the facilities of this library were no longer ade- 
quate to meet the increasing impact of the needs of American scien- 
tists, the Secretary of Agriculture appointed a committee represent- 
ing the agencies of the Department to review the library’s functions 
and services. 

After a year’s study, the committee recommended an immediate 
strengthening of the library. Realizing that the total problem was 
serious, the Department decided to plan the library improvement 
program on a gradual basis. The first step in this program is the 
weeding, inventorying, and binding of the collection. This phase is 
urgent. 

WEEDING, INVENTORY, AND BINDING 


We are requesting an increase of $88,000 for fiscal year 1960, to 
carry out a comprehensive review of the library collection to elimi- 
nate unnecessary material and to provide adequately for preservation 
of valuable agricultural publications. 

Efficient library operation is impeded by overcrowded shelves and 
the lack of an inventory program. Publications are deteriorating 
as a result of srascrewdill shelves, piling on the floor, and lack of 
binding. Our inability to store and service the flood of scientific 
publications increases without adequate shelving, and without funds 
to bind materials before they are torn or misplaced. 


WEEDING 


The acuteness of the weeding problem results not only from the 
crowded shelves but also from a postponement of this activity for 
15 years. A weeding and inventory program was planned to follow 
the amalgamation of the bureau libraries into the one central library 
in 1942. Twenty separate bureau collections varying in size from 
1,000 to 100,000 volumes, totaling 500,000 volumes, were added to the 
main library. An immediate weeding and inventory was planned 
to eliminate duplicates and outdated editions. The pressure of war 
needs caused an immediate delay, and the impetus for this needed 
work was never regained although some weeding has been done from 
time to time and has been reported to this committee. An efficient 
library requires expansion room in every section of the stacks if books 
are to be properly arranged and preserved. Unneeded duplicate 
copies of the same book, books whose period of use has passed, and 
books in subjects no longer of Department interest will be withdrawn 
from the collection and discarded. 

The weeding process retraces to a degree the steps involved in cata- 
loging and shelving. All pertinent cards in the public catalog must 
be corrected or withdrawn and the publications removed from the 
shelves must be made available to places where they may be needed. 
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INVENTORY 


Simultaneously with the weeding, the proposed special staff will 
make an inventory of our collection for the first time since the merger. 
This will enable us to arrange all volumes in proper sequence, locate 
misplaced volumes, identify lost books, and generally determine that 
our public catalog accurately represents our holdings. It will also 
provide us with an accurate numerical count of our volumes. 

The inventory procedure entails checking every issue of unbound 
periodicals and journals on the shelves. It provides an economical 
opportunity to select and arrange volumes of journals for binding or 
microfilming. 

BINDING 


Over 160,000 volumes, one-seventh of our entire collection, are un- 
bound. The backlog increases at the rate of 5,000 unbound volumes 
per year. There is an urgent need, therefore, to inaugurate a pro- 
gram that will enable us to bind the volumes needed in our collection. 

The entire program, weeding, inventory, and binding preparation, 
is dependent upon manpower. Hence $81,000 of the $88,000 requested 
for this work is for a staff of 18 additional people required to com- 

lete the program in a 3-year period. The project would be headed 

y a GS-11 supervisory librarian, and the median grade of the em- 
ployees would be GS-4. 
he other estimated costs are binding $3,700; microfilming $2,900 ; 
and supplies $400. 
CRASH WEEDING PROGRAM 


I should like to report on a crash weeding program carried out soon 
after the study was completed by the Secretary’s special library com- 
mittee. Under the direction of the Office of Administrative Man- 
agement, a comprehensive study was made of the Department’s archive 
programs. It was decided that there was unnecessary duplication 
between the agencies and the library in preserving archival publica- 
tions of the Department. 

As a result, a Secretary’s memorandum was issued giving the agen- 
cies complete archival responsibility. This relieved the library of 
collecting and preserving such publications. A subsequent weeding 
has so far removed 353,975 separate issues of publications from the 
shelves and opened up 597 linear feet of shelf space. 


RESEARCH SAVINGS THROUGH EFFECTIVE LIBRARY SERVICE 


Industry is expanding its scientific libraries to keep pace with ac- 
celerated naneh, An estimate of the value of the USDA library 
was indicated in a statement recently made by Dr. Bryon T. Shaw, Ad- 
ministrator, Agricultural Research Service, before the House Sub- 
committee on Manpower Utilization: 

Next to the scientist himself the library is most important in research. It 
is most important that scientists have available what has been done by others 
or we will waste a lot of money. 

Actual data on research savings resulting from effective library 
service were presented at a Senate hearing last year by research ex- 
perts. I should like to close my testimony with several excerpts from 
these hearings. 
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Dr. Merritt L. Kastens of Stanford Research Institute quoted from 
an article in the Harvard Business Review. He reported that a study 
of some research organizations resulted in: 

* * * an estimate that from 30 to 85 percent of the research and development 
effort in the organization surveyed unwittingly duplicates work already done 
elsewhere because of defective access to technical information. 

He added further that: 

Thomas Vaughan, former vice president for research of Colgate-Palmolive 
Peet, has pointed out that for every 1 percent increase in efficiency of the pro- 
fessional people in industrial research—1 percent, an almost imperceptible in- 
crease in efficiency—you save about $25 million a year. I think we can save 
a lot more than 1 percent with a good technical information processing system 

I would like to show now the final chart which I also borrowed 
from the National Science Foundation which carries out the point 
which I just made that in a rather detailed research study they found 
that a scientist spent about 20 percent of his time searching the litera- 
ture before he did any research of any kind. 

(The chart referred to follows :) 
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Mr. Mouruarpr. The National Science Foundation has estimated 
that if the scientific libraries could be improved and could take over 
a fraction of this time spent, only 10 percent, it would add the equiva- 
lent of 5,000 research scientists and engineers to the manpower of the 
United States, 

This is a graphic adaptation of the point that Thomas Vaughan 
made. 

Then continuing with the quote from Mr. Kastens: 

Research expenditures are going up at about 10 percent a year. They have 
been on that trend line for over 20 years. It looks as if they are going to stay 
on it. 

Every time you add to research expenditure you imply that you are going to 
produce more research results, which means that much more paper, reports, 
publications, that much more index, that much more abstract, and so on and 
so forth. 

This is partly our problem. Research begets publications and pub- 
lications beget more publications and this 1s partly the basis for the 
problem that we in scientific libraries have. 

Dr. W. O. Baker, vice president, research, Bell Telephone Labora- 
tories, summarized at the same hearings: 

Indeed industry is more heavily dependent than universities or the Govern- 
ment, it seems to us, on this recorded knowledge, because industry’s intimate 
linkage between science and technology, and actual operations means that de- 
cisions which are evaluated without respect to previous experience, previous 
literature, or to the previous record, may quickly be converted into results of 
damaging redundancy or inadequacy. 

Accordingly, we are deeply concerned with the efficient use of the scientific 
and technical literature but customarily frustrated by our own deficiencies in 
dealing with the monstrous volume of this literature. 

If the Department of Agriculture Library is to continue carrying its 
national responsibility for collecting, organizing, indexing, and serv- 
icing publications in our subject fields, we must strengthen our pro- 
gram. ; 
STRENGTHENING OF LIBRARY SERVICES IN THE FIELD 


Mr. Roperrs. Mr. Chairman, if I may interrupt at this point, I 
would like to discuss with the committee a development I think is 
appropriate to comment on now in view of the fact that there is a fur- 
ther increase in the proposed budget for 1960 which Mr. Mohrhardt 
has not mentioned. 

There is in this budget an additional increase of $10,000 proposed 
to strengthen our library services in the field, primarily through pay- 
ing to five of the land-grant colleges with which we have had con- 
tracts additional sums to enable them to service our field library 
needs. 

I want to bring the committee up to date on a study which has re- 
cently been completed and which points up a serious problem in our 
field research library service—that 1s, field library service to research— 
and to outline a course of action we would like to take to correct it. 
It is a matter I would like to be sure the committee is aware of and 
knows about. 

You remember, Mr. Marshall, when the libraries were consolidated 
back in 1942 we had not only libraries here in the agencies in Wash- 
ington but we had a number of field libraries established at. research 
teld stations, at the utilization laboratories, and in Madison, Wis. 
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When the consolidation was made we merged not only the services 
here in Washington but we transferred the people who were perform- 
ing library services in the field from the agency in which they were 
then located to the administration of the Department library, and 
made them a part of the library staff although they were located in 
the field. 

As costs began to mount over the years, and salary increases took 
place, the cost of publications increased, and so on, curtailments be- 
came necessary to live within the budget for the library. Thus, some 
of these field and branch libraries were closed insofar as having a full- 
time librarian on the job is concerned. 

However, the stacks of publications were left there for the use of 
the people in the field. At about the same time contracts were entered 
into with five land-grant colleges to provide special bibliographical 
preparation and journal routing to geographical areas in their par- 
ticular parts of the country. 

Here again, because costs have increased, most of these five land- 
grant college libraries have indicated that to continue the service they 
must have more money than we are able to pay tothem. In many in- 
stances land-grant college libraries are prohibited by statute from 
spending State appropriations for services outside the State. 

Mr. Micuet. Which are the five? 

Mr. Roserts, California, Florida, Oklahoma State, Rhode Island, 
and Nebraska, but Nebraska canceled the contract on January 1, 1959, 
because they felt they could no longer continue at the present rate of 
payment. 

We recently set up a couple of teams of men through the services 
of the Office of Administrative Management and sent them out to take 
a look at our field library services. They confirmed what two or 
three of our agencies, that are deeply engaged in research, have as- 
serted. Although the research program of the Department has in- 
creased—it has doubled, as you know, in the last 6 years through the 
efforts of this committee and others—the library has remained pretty 
static with no fund increases. 

Thus, the research people in the field do not have adequate library 
services for bibliographical work, for reference services, for searches 
of existing material, and so on. It has reached the point where in 
the utilization and forest products laboratories at both Madison and 
New Orleans, the agencies have offered to put a person on their pay- 
roll in the library to assist the librarians there. ‘This has actually been 
done in New Orleans to meet the demands for library services. 

The Forest Service has also proposed that they put a person in their 
Asheville, N.C., station because the stacks there are maintained by 
some one who is not a librarian, and the research workers are required 
to do their own library research work. 

As we look at it, it would mean a very substantial increase in appro- 
priations to the library to do this field library work. Then there 1s 
a question of whether it can be kept in balance after that in view of 
the tremendous increases that come for research work. 

It is our thinking that it might be well to modify, in part, the action 
that was taken back in 1942. We would continue our consolidated 
library service here in Washington and at Beltsville. That has been 
working very well. But, at least, for the Forest Service and ARS 
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where the field problem is primarily at the present time, let the agen- 
cies conducting the research programs in the field provide whatever 
scientific library researches as are necessary. Let them, for example, 
provide personnel for whatever bibliographies are required for their 
field workers at research locations. Then consider that the Depart- 
ment library would provide only the departmental leadership, guid- 
ance, and establishment of library standards to be followed . these 
field installations, and to have a power of veto on any expansion of 
field library services without a complete review by the technicians in 
the library here in Washington. 

If this is done, effective July 1, we would propose to transfer back 
to the agencies affected about $70-odd thousand through adjustments 
in the 1961 budget. We would also discontinue the contracts with 
the remaining four land-grant college libraries. 

To the extent that the other agencies of the Department require 
journals and small bibliographic services we would try to do that 
from Washington. If this were done, we would hope that we might 
retain in the budget for 1960 the $10,000 increase but use it here in 
Washington to provide the journal routing, and so on, to the field 
that would be necessary over and above the requirements of the 
Agricultural Research Service or the Forest Service at the specific 
locations I have mentioned. 

There is another problem that is related to this in terms of utiliza- 
tion of funds, As you know the Civil Service Commission, in co- 
operation with the Special Libraries Association, made a careful study 
of classification standards for library jobs As a result of that study, 
in 1957 the Civil Service Commission came out with revised stand- 
ards for professional library positions. Under the Classification 
Act those standards are mandatory on the departments and agencies 
of Government, and most of the agencies of Government have already 
adjusted their salaries accordingly. 

We have not because of the stringency of the library appropriation. 
We also wanted to check the classifications carefully to determine 
what adjustments were warranted under the revised standards. Dur- 
ing the past summer and fall we had that review made, and it, in 
turn, has been audited by the Civil Service Commission. 

It now appears that there are about 69 library positions that re- 
quire adjustment under the revised classification standards. These 
adjustments will cost about $23,370. 

If we go ahead with the adjustment of the field library service along 
the lines that I have outlined, we would use some of the savings that 
result therefrom in meeting this reclassification that is mandatory 
under the law. 

By so doing we would avoid asking for any special increase in ap- 
propriation for that purpose either this year or next, and I hope get 
more adequate field library services for field researchers by letting 
the research programs themselves carry the burden and responsibility 
for the searches that are made for previous developments in particular 
research fields. 

Otherwise, I see no alternative but to provide substantial increases 
to the library to meet this need in the research agencies. Then, as I 
suid before, I have some qualms about the ability to keep it in balance 
since it is very difficult to get the kind of support for library services 
that one gets for research itself. 
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I want to emphasize again that this would not mean any change in 
our library services here in Washington or in Beltsville. 

Mr. Marsnuauy. How will the library be able to keep a supply of 
bulletins on hand that would be comparable with the ones that the 
Forest Service has at Asheville? 

Mr. Roserts. The library would still acquire whatever publications 
are necessary for the central library collection here. But the Forest 
Service, in a Forest Service location, or ARS in an ARS location, 
would be responsible for the acquisition of whatever publications are 
necessary to the research workers in a paticular field location. They 
are doing it right now, as I pointed out. 

Mr. Marsuaty. When they acquire a publication will they send a 
duplicate here ? 

Mr. Roserts. The orders will be placed by the library here where 
there is an advantage to central procurement. That is done now as 
a matter of fact. 

Mr. Marsnatyt. Dr. Mohrhardt, you mentioned your request here 
for $81,000 for the staff of 18 additional people the program you are 
contemplating in a 3-year period. What would be the difficulty if 
this were extended over a 6-year period instead of a 3-year period ? 

Mr. Monruarpr. Frankly just further delay, that is all. 

Mr. MarsHa.t. It would not be too serious? 

Mr. Monruarpt. We have lived with it since 1942. To be perfectly 
honest with you, although we need to get the space, we feel every time 
we delay it means eventually it can’t be done. If you want me to 
give you a technical reason for not doing it, I just don’t have any. 

Mr. Roserts. We thought a 3-year period was reasonable, and con- 


sidered these increases for this purpose as nonrecurring increases. 


UTILIZATION OF THE LIBRARY SERVICE 


Mr. Micnet. Who makes the bigger demand on the library service 
of the Department of Agriculture? Is it the Department of Agricul- 
ture personnel themselves? You mentioned private industry. How 
many requests does private industry make of the library ¢ 

Mr. Roserts. I think Mr. Mohrhardt has some figures on that. The 
big demand comes from Agriculture itself, of course. The thing I am 
talking about in the field is entirely for our own people. 

Mr. Monruarpt. I can give you a breakdown if you like. This is 
just for the Reference and Lending Division where they borrow pub- 
lications that we have that are unique in the country. This is the 
warehouse for them. 

Mr. Micnet. Does private industry or any individual or a univer- 
sity have the right to borrow publications from the Department of 
Agriculture library ? 

Mr. Monruarvr. Yes, sir. This is the Nation’s library for agricul- 
ture and the related sciences. 

We do have about the best collections in chemistry and biology that 
you can find in this country, in addition to agriculture. We made a 
spot check last year and found in the reference room 72 percent of 
our services was to Department of Agriculture employees, 6 percent 
to U.S. Government agencies—that is, we serve everybody across the 
board—and 22 percent for others. That included land-grant institu- 
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tions, which would be about half. The other half (11 percent) was 
provided to industry, individuals, research workers, authors, farm 
organizations, and groups of this kind. 

{r. Micuet. Would you have more in the field of agriculture than 
would the Library of Congress? 

Mr. Monruarpr. Yes, sir. There is no comparison. 

Mr. Micuet. Do you have everything that the Library of Congress 
has in the field of agriculture ? 

Mr. Mouruarpr.'We would, except for the unusual or rare. If 
something is very expensive or rare or of purely historical interest 
we do not spend our money on that. We have acquired some books 
of this type through a period of time by gifts and exchange. If I 
may answer your question through a different approach, ours is sup- 
posed to be the most complete agricultural library any place in the 
country and possibly in the world. 

The only publications which the Library of Congress duplicates are 
those which they feel they must have on hand for the use of Congress. 

Mr. Rozerts. We have an interchange agreement with the Con- 
gressional Library. If you were to call for a particular volume it 
might be shipped to you from Agriculture. 

Mr. Micuet. You mentioned the four utilization libraries. They 
have their own library at the Peoria lab; do they not? 

Mr. Monruarpt. Yes. 

Mr. Micuex. Then if this is not sufficient they draw upon your 
library ? 

Mr. Roserts. Let us be sure about this. The library at the Peoria 
lab is now run as a branch library of Mr. Mohrhardt’s library. 

Mr. Micueu. Of the big library here. 

Mr. Mouruarpr. Yes. But they still call upon us for the material 
they don’t have. It is impossible for them to have all the material. 

Mr. Micuert. Somebody from East Podunk asks for something 
from your main library and you don’t have it here, would it be pos- 
sible for it to have been decentralized and sent to Peoria, and, if so, 
how, then, do you handle that request ? 

Do you fire a notice out to the Peoria lab to send those people this 
particular material ? 

Mr. Monruarpr. It depends upon the kind of service requested. 
If it is a request to borrow something, we only send material through 
an interlibrary loan. ‘This is a common practice in libraries. You 
make sure they have exhausted their local resources before they come 
to you. In the case of a request to borrow, it would come through a 
library and they would know whether we have it or if Peoria had it. 

Generally, we do not refer a request to Peoria because they do not 
provide service in that geographical area. We would probably pro- 
vide it from here. 

Mr. Micuet. Was the University of Illinois ever asked to partici- 
pate as one of these other five colleges previously mentioned ? 

Mr. Monruarpr. This was done before I came here. 

Miss Brercaw. I don’t think so. 

Mr. Roserts. I was not in charge of this work either at the time, 
but I understand they cut the country up into five geographical sec- 
tions and then approached libraries that would most likely be able 
to serve those particular sections and areas of the country. 
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It is an extra service. It is not the service that you would expect 
a land-grant, college library to provide to agricultural scientists that 
are in immediate vicinity of the university and who can go and utilize 
the library services. All our land-grant colleges make their library 
service available to our people. 

Here they are routing journals and providing service to people out- 
side their own State, Again the Forest Service and ARS is one of the 
principal users of that service, and if we carry this out, then we pro- 
pose to take care of the remainder of the need from Washington. 

Mr. Micue.. This is my first subjection to this particular problem 
of the Department of Agriculture. I would say on the strength of 
the figures you cite of the increase in workload per employee that 
apparently the people are certainly living up to their obligation. I 
am wondering just what all these employees were doing before the 
time this workload became so compounded ¢ 

Mr. Monruarpr. I can quickly answer that. We had to mechanize 
and to refine the kind of work we were doing and simplify it. For 
instance, the type of cataloging we are doing is far less extensive than 
ever before. 

The type of services we give in terms of answers to reference ques- 
tions and length of bibliographies are far less in quality than ever 
before. Although quantitatively we have increased, the quality is not 
what is should be or has been. 

Mr. Roserts. Our research people are complaining about the ade- 
quacy and quality of the job that is being done now. 

Mr. Micuex. Because they would like to do a more thorough job 
than what we now have time and resources for ? 

Mr. Roserts. Than what we are now providing to them. 

Mr. Micuet. Would you say this discourages possibly the number 
of inquiries you do get? 

Mr. Mourwarpr. There is no question about it. Whenever we have 
gone out and talked to people in various parts of the country, they 
say “Why don’t you publicize your service? Why don’t you let us 
know it is available?” Wecan’t doit. Wecan’t handle what we have 
now. 

Mr. Micuet. So that possibly an additional expenditure here could 
very well compound itself in dollar benefit as you indicate by some 
of your graphs and charts? 

Mr. Monruarot. A recent survey by the National Science Founda- 
tion of libraries has indicated this. This is the reason they are so 
widely interested. The possibilities for aiding research not only in 
agriculture but all types of research being done are impeded by a lack 
of staff to get foreign publications, to make them available or to 
service them. 

Mr. Roserts. I should say, Mr. Chairman, that we did discuss this 
possible alternative way of meeting this research library problem in 
the field with the Budgeat Bureau and they concurred in this ap- 
proach. 

Mr. Marswauti. What percentage of loss do you have in docu- 
ments, books and soon. Do you have any estimates of that? 

Mr. Mouruarpr. I can answer practically any question you ask 
except that One. I am convinced in my own mind it is a minimum 
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loss but without an inventory program and control like you have in 
any business frankly I couldn’t tell you. 

Mr. Wuirren. Are there any further questions? 

If not, we wish to thank you for your presentation and we do have 
an understanding of the many problems that you have. The com- 
mittee will give attention to your recommendations. We thank you 
again. 

Orr. Mouruarpt. Thank you all, very much, 
Mr. Wuirren. The committee will now adjourn. 
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SALARIES AND EXPENSES 


Program and financing 


1958 actual | 1959 estimate 1960 estimate 


Program by activities: 








1. Agricultural credit and conservation _____- ; : $1, 506, 346 $1, 607, 500 $1, 607, 500 
2. Commodity credit, production, and adjustment pro- 
grams = ’ — 751, 663 818, 000 818, 000 
3. Marketing and regulatory laws Pei 499, 600 539, 000 614, 000 
4. Agricultural research and staff legal services__ 261, 120 | 271, 000 271, 000 
Total program costs !_ _ _- bene 3, 018, 729 | 3, 235, 500 3, 310, 500 
Relation of costs to obligations: Obligations incurred | 
for cost of other years, net_- ee | 3, 571 
———— -|-~-- +--+ -- ++ a 
Total program (obligations) __-- _ 8, 022, 300 | 3, 235, 500 | 3, 310, 500 
Financing: | | | 
Unobligated balance no longer available deatbut 5, 700 | 
| Scerecapeyintionddlcedi-sbabegateen~ teh binds ~dik dba! 
New obligational authority | 3, 028, 000 3, 235, 500 3, 310, 500 


New obligational authority: 
Appropriation. - ; ‘ a $2, 943, 000 $2, 968, 000 $3, 310, 500 
Transferred from ‘‘Conservation reserve,’’ soil bank programs 





(72 Stat. 243) 85, 000 
Appropriation (adjusted). .._............-...------- - 3, 028, 000 2, 968, 000 | 3, 310, 500 
Proposed supplemental due to pay increases______. 267, 500 |-------2-0=-- 

1 Includes capital outlay as follows; 1958, $17,784; 1959, $13,000; 1960, $13,375. 
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Object classification 


1958 actual 





1959 estimate | 1960 estimate 

























Total number of permanent positions-_-_-.........-.--- phn metric 438 406 410 
Full-time equivalent of all other positions.............-------- 4 as 4 
AVerase Gumiver of a) employees... .........-..-............. 393 399 401 
Number of employees at end of year__--...--.-.-------------- 411 403 406 
Doras GG arade and salary q - o.oo 5 5 os shcn oe ccccecen cn cee 8.2 $6, 208° n 1 $6,918 | 8.2 $7, 037 

















01 Personal services: 













RIN OUI i ned apni eadin $2, 565, 786 $2, 775, 443 $2, 829, 979 
Positions other than permanent-- opt ake ed 16, 824 17, 500 17, 500 
Other personal services. -.-.....---.------- Licisoaaraaee 13, 980 13, 982 25, 321 









































Total personal services_-_ -- cin ami cannes’ 2, 596, 590 2, 806, 925 2, 872, 800 

02 Travel-- Ae Pie Spo 99, 144 95, 000 98, 000 
03 Transportation of things_- 1,812 3, 000 3, 000 
04 Communication services sidiceleed ii . 37,151 38, 000 38, 300 
05 Rents and utility services_..............--- "i 11, 552 9, 000 9, 000 
06 Printing and reproduction - - Sdn dt mapeunbes ae amen 21, 072 21, 000 21, 000 
07 Other contractual services- --..- oe eck 16, 886 17, 370 17, 500 
Services performed by other agencies. ae - . 6, 903 6, 500 6, 500 

08 Supplies and materials.._...........----- “ 28, 833 30, 000 30, 300 
09 Equipment ict ktenaal 40, 920 30. 000 31, 100 
11 Grants, subsidies, and contributions. .-.---.-------------- 159, 263 176, 705 181, 000 
13 Refunds, awards, and indemnities---_..........---------- 1, 370 1, 500 1, 500 
ED Ween I 55555 65s 2 Facade cb ccacensossapeds 804 500 500 


Total obligations 





8, 235, 500 


3, 310, 500 











JUSTIFICATION 





OF THE ESTIMATES 


PuRPOSE STATEMENT 


The Office of the General Counsel, originally known as the Office of the 
Solicitor, was established in 1910 (5 U.S.C. 518) as the law office of the Depart- 
ment of Agriculture, and performs all of the legal work arising from the activi- 
ties of the Department. The General Counsel represents the Department in 
administrative proceedings for the promulgation of rules having the force and 
effect of law; in quasi-judicial hearings held in connection with the adminis- 
tration of various programs and acts; and in proceedings before the Interstate 
Commerce Commission involving freight rates and practices relating to farm 
commodities, including appeals from the decisions of the Commission to the 
courts. He serves as General Counsel for the Commodity Credit Corporation 
and the Federal Crop Insurance Corporation. He reviews criminal cases arising 
under the programs of the Department for referral to the Department of Justice. 

By special assignment of the Attorney General, the Assistant General Counsel 
for Litigation represents the Department in certain categories of cases before 
appellate courts, including the supreme courts of the States, U.S. court of 
appeals and the Supreme Court of the United States. The General Counsel 
issues both formal and informal opinions on legal questions arising in the ad- 
ministration of the Department’s programs; prepares and reviews administra- 
tive rules and regulations applicable to the public; assists in the drafting of 
proposed legislation; prepares, reviews, and interprets contracts, mortgages, 
leases, deeds, and similar documents; prosecutes patent applications for em- 
ployees of the Department; examines titles to lands to be acquired by the Gov- 
ernment or accepted as security for loans; and disposes of claims by and against 
the United States arising out of the Department’s activities. 

The legal work of the Office is conducted in Washington, under the direction 
of the General Counsel, the Deputy General Counsel, and four Assistant General 
oo The work in the field is performed by 15 field offices and 4 branch 
offices 

On November 30, 1958, the General Counsel’s Office had 408 employees, of 
whom 252 were in Washington and 156 in the field. 
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Appropriation 
Metinagiedl me wate. POO oid ond ckiktlccwedbecicnaeawdinnwesaeecie $3, 235, 500 
mages HORCERER - TO00s onusnenanibocnk scum cundoawnidencndniii mated 3, 310, 500 
Salaries and expenses 
PTO ARANUNL: (AGE, | SII cies cts cern enpe oo wh a dey maaigiich bg erat least $2, 968, 000 
Proposed supplemental, 1959, for pay act costs_.--_-----_----------- 267, 500 
BaS8 TOP’ Tice ocak ended be pighednd suey eam mtd 3, 235, 500 
UURIPESE CNCRNLIRO DO, NIN ns ocean ce tacos being ins erences caesar parananen 3, 310, 500 
TR nia a ee ee Chee +75, 000 


Summary of increases, 1960 


For legal services incident to— 
Mandatory inspection of poultry and poultry products_____--_~_ +20, 000 
Activities under the Packers and Stockyards Act________-----_-_ +55, 000 


Project statement 


| 
Project 1958 1959 Increases 1960 























|(estimated) (estimated) 
cl Shoat io eimeetied oa Ti a.  Sieetletiheaptstaiinte teat iaae aaa 
1. Agricultural credit and conservation __- nowmact om Boe, 208.) 61007, 800 1-.22.2.~...28 $1, 607, 500 
2, Commodity Credit, production and adjustment 
DIUINIE, p 68nd. s udu ton datodenesadcctasadwastin d 752, 671 S16, 000 1... 32220322: 818, 000 
3, Marketing and regulatory laws-_------.--..--..----- 500, 058 539, 000 +$75, 000 614, 000 
4. Agricultural research and staff legal services_-.----- 261, 405 BFEEOE Nancccwccadac 271, 000 
Subtotal !........... aches 6 ateiales UR Dab aeehets .| 3,022,300 | 3,235, 500 +75,000 | 3,310, 500 
mpolieeted DERMIS. ood esc lin ache cessawnsotubees SFOD lawicvwabapetladdcatsdubet]<tsendcbocwe 
Total pay act costs (Public Law 85-462) ._..-..--------- (121, 642) | (275, 000) (+6, 500) (281, 500) 
Total available or estimate__...............------ 3, 028, 000 3, 235, 500 +75,000 | 3,310, 500 
Transferred from ‘‘Conservation reserve, soil bank 
Sepereses, Agraonitenge Se —85, 000 eb ataretelacnl 
Proposed supplemental due to pay increase _ _--..-..-...|------------ — 267, 500 
Total appropriation or estimate_..........-..-...| 2,943,000 | 2,968, 000 





1 Represents obligations. The amount of $3,018,729 indicated for 1958 in the 1960 budget represents 
applied costs. The difference of $3,571 reflects, primarily, the excess of orders placed for equipment and 
transportation of household goods in 1958 over such goods and services received in that year. 


Mr. Wuirren. Now the committee will consider the testimony of 


the general counsel. 
Mr. Farrington, we will be glad to have your general statement. 


GENERAL STATEMENT 


Mr. Farrtneron. Mr. Chairman and members of the committee, 
my associates and I are pleased to have this opportunity to meet with 
you and discuss the work of our office and its financial needs for the 
fiscal year 1960. 

STATUS OF WORK 


Our work relating to the Forest Service, Commodity Credit Cor- 
poration and marketing and regulatory programs has required sub- 
stantially more attention during the past 18 months. 

In two areas (Farmers Home and crop insurance activities) some 
decrease has been experienced, particularly in the field. The use of 
local designated attorneys to examine title evidence in connection 
with real estate loans has contributed to the decrease in the Farmers 
Home work. 
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The number of referrals in connection with the crop insurance 
Rage dropped from 942 in 1957 to 613 in 1958. This decrease is 
due primarily to three factors. In December of 1956 the Federal 
Crop Insurance Corporation, after an intensive collection effort, wrote 
off the 1946 and 1947 claims as uncollectible. Secondly, the soil 
bank program resulted in a higher percentage of collections in 1958; 
and finally, the minimum amount of the claim to be referred for col- 
lection was raised from $100 to $150 in June of 1956. 


FORESTRY PROGRAMS 


The increase in the Forest Service work is due principally to work 
incident to determinations of surface rights on mining claims on the 
national forests under the Mineral Materials Act, as amended by the 
act of July 23, 1955, and the construction of access roads. 


COMMODITY CREDIT ACTIVITIES 


The increase in the Commodity Credit work results from the greater 
volume of referrals in connection with the disposal and export pro- 
grams and in claims and litigation arising out of the Corporation’s 
activities. During the fiscal year 1958, 677 cases were referred to the 
Department of Justice, as compared with 636 cases in the preceding 
year. At the beginning of fiscal year 1958 there were 1,261 cases in 
various stages of litigation in the Department of Justice or in the 
courts. At the close of fiscal year 1958 this number had risen to 1,289, 
involving approximately $20 million. On December 31, 1958, the 
number pending had been reduced to 1,172, but involved almost $26 
million. During the 6-month period ending December 31, 1958, 209 
cases were referred to the Department of Justice and 326 cases were 
closed. 

Substantial progress has been made in disposing of a number of 
very important cases which had been in litigation for several years. 
Some cases, most of them involving large sums of money, which had 
been pending for more than 5 years and which were closed during the 
fiscal year 1958 are: 

George D. Bates Elevators, Colorado: This claim totaled $382,386 
arising out of the warehouse shortage of CCC-owned wheat, barley, 
beans, and grain sorghum. A collection of $266,976 was made with 
the balance of $115,410 as uncollectible. 

Sycamore Mill & Supply Co., Ohio: This claim of $373,483, which 
arose out of a warehouse shortage of CCC-owned grain, was collected 
in full through installment payments. 

Tanners, Inc., Colorado: This claim, arising out of a warehouse 
shortage of CCC-owned dried edible beans, amounted to $1,115,844. 
$503,004 was collected from the surety and the bankrupt estate. An 
action is pending against the partners of the Potts-Wilson Co., pur- 
chaser of the beans, which if successful will increase the ultimate re- 
covery. 

Walton & Case, Ohio: This case was another involving a warehouse 
shortage of CCC-owned grain. The claim of $371,172 was collected 
in full through mstallment payments. 
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Walton & Myers Elevator, Ohio: This claim of $479,640, arising 
out of a warehouse shortage of CCC-owned corn, also was collected in 
full by installment payments. 


MARKETING AGREEMENTS AND ORDERS 


The demands for legal assistance under the marketing agreement 
and order programs continue to increase. At the close of fiscal year 
1958 there were 106 active marketing agreement and order programs 
(68 milk and 38 fruit, vegetable, and related orders) as compared with 
103 programs at the beginning of the fiscal year. The number of active 
programs has increased each year since 1949, when there were only 54 
active programs. The number of milk programs has more than 
doubled during this 10-year period, and the number of fruit and vege- 
table and related programs has increased by more than 70 percent. 
At the close of the fiscal year 1958 proceedings in connection with 12 
additional programs were pending as compared with 8 at the begin- 
ning of the fiscal year. 

An increase in the number of active programs is not the sole reason 
for increases. In many instances when existing programs are amended 
there follows an unusually heavy volume of enforcement and legal 

roceedings in addition to amendatory proceedings with respect to 
interrelated regulated markets. For example, in 1957, the New York 
milk order was amended to extend its territory and coverage to a large 
part of upstate New York and New Jersey. Asa result of this as 
ment 16 enforcement or review proceedings were initiated in fiscal 
year 1958 as compared with 5 in 1957 and 4 in 1956. During the first 
7 months of fiscal year 1959, 14 proceedings were initiated. 


PERISHABLE AGRICULTURAL COMMODITIES ACT 


The number of cases under the Perishable Agricultural Commodities 
Act has continued to increase. During the fiscal year ending June 30, 
1958, 296 reparation cases were disposed of as compared with 209 
during the preceding year. The number of reparation cases pending 
at the _ of 1958 was 177, however, as compared with 180 on June 
30, 1957. 

The work relating to the Packers and Stockyards Act and the Poul- 
try Products Inspection Act has increased substantially. Since we are 
requesting additional funds for fiscal year 1960 in this area, I should 
like to discuss them as a part of the budget request. 


1960 ESTIMATE 


The budget recommends an appropriation of $3,310,500 for the 
Office of the General Counsel in 1960. This is an increase of $75,000 
over the funds anticipated for the current year. The requested in- 
crease is to meet the needs for increased legal services in connection 
with the administration of the Poultry Products Inspection Act and 
the Packers and Stockyards Act. 


POULTRY INSPECTION AND PACKERS AND STOCKYARDS ACTS 


The new program for the compulsory inspection of poultry and poul- 
try products will present a number of problems requiring legal assist- 
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ance and interpretation. Based on the latest survey, it is estimated 
that there are about 950 plants subject to the act. The servicing of 
this program will require assistance in connection with rulemaking, 
public hearings, formal adjudicatory proceedings, and analysis of in- 
vestigation reports to determine if the case should be referred for 
criminal prosecution. We are asking $20,000 to take care of the 
increased work expected in 1960. 

The Department’s jurisdiction over the activities of parties sub- 
ject to the Packers and Stockyards Act was broadened substantially 
through the enactment of Public Law 85-909. Before this amend- 
ment, jurisdiction under title III was limited to activities at posted 
stockyards consisting of at least 20,000 square feet. The amend- 
ment removed the size limitation, and all public stockyards engaged 
in interstate commerce are now eligible for posting. Prior to this 
amendment, less than 1,000 stockyards were eligible for posting under 
the act of which 600 were posted on July 1, 1958. Of the estimated 
2.400 stockyards (terminal and auction) doing business, about 2,100 
are subject to the act as amended. It is planned that 1,100 of these 
yards will be posted by June 30, 1959, and almost all of the 2,100 now 
subject to the act will be posted by the end of fiscal year 1960. 

The Department’s jurisdiction was also extended to all livestock 
transactions in interstate commerce, and the act authorizes the re- 
quirement of registration of persons operating as market agencies 
or dealers away from posted stockyards. The amount of work repre- 
sented by the transfer to the Federal Trade Commission under this 
amendment of some matters formerly under title IT is far less than 
the increase in workload involving matters under title II remaining 
under the Department’s jurisdiction. 

The extent of this increase in enforcement work is reflected by : 
the following figures for fiscal year 1958 : 






July 1, 1957 | June 30, 1958 Increase 











Formal proceedings pending: 
Against packers under title IT._........_--- Raed en poe 3 12 9 
UN ot Bites Si ei eran wdued eben sb ana 40 91 51 





Total 


iach ie eee py naneac kere tp aintanh ano ons enaniens 43 103 | 60 
i Foo unbbioaS Bidaadt 19 | 46 | 27 


I should mention also an important rate proceeding under the 
Packers and Stockyards Act initiated during the fiscal year 1958 in 
connection with the operations of the yards i in St. Paul. This pro- 

ceeding involves a complete change in the prevailing theory of rate- 

making for stockyards. A substantial number of proceedings in- 
volving rates at other yards could result from the disposition of the 
St. Paul case. 

During the past year we followed our policy of detailing attorneys 
to work where the most urgent need became apparent regardless of 
their normal assignment ; h: vd we not done so, a greater backlog would 
have resulted. 

It is estimated that the work under the Packers and Stockyards Act 
will at least double. In order to provide the staff necessary to take 
sare of this work in 1960, we are requesting an increase of $55,000. In 
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1958 about $88,000 was spent in furnishing legal assistance in admis- 
tering the Packers and Stockyards Act. 

It is imperative, of course, that prompt action be given in enforce- 
ment actions under the marketing and regulatory programs. Delays 
in handling these enforcement actions impair the effectiveness of the 
program. The inability to handle these referrals promptly is a 
matter of concern not only to the Department but to the individuals 
regulated and those the programs are intended to benefit. Failure to 
provide proper attention very likely would result later in costly and 
time-consuming litigation, not only in this Department but in the 
Department of Justice, as well as substantial monetary loss to pro- 
ducers, handlers, and others concerned with the marketing of agri- 
cultural commodities. 

EMPLOYMENT 


The number and caliber of law students interested in work with our 
Office continues to be considerably higher than it was some years ago. 
We were able to recruit a number of well-qualified young law school 

raduates last summer. Based on that experience and on the interest 

isplayed so far this year, I am confident that this trend will con- 
tinue at least for several years to come. The number of applicants 
now gives us a degree of selectivity that the Office has not experienced 
since shortly after World War II. 

We will be pleased to try to answer any questions that you may 
have. 

Mr. Wurrren. Thank you, Mr. Farrington. 

How many lawyers do you have in your Office, and how many cler- 
ical or other type employees do you have? 

Mr. Farrtnatron. We have 196 lawyers, Mr. Chairman. We have 
213 nonprofessional personnel, a total of 409. 

Mr. Wuirren. Would you put in the record the setup you have, 
that is, the number that are in Washington, the number that might be 
stationed in other areas? Would that be lengthy ? 

Mr. Farrineron. No, sir. I can give you the figures here. We 
have 124 lawyers in Washington. We have 72 in the field. 

Mr. Wurrren. How are those located in the field? Do you have 
fixed locations? 

Mr. Farrineton. Yes, sir, we do. 

Mr. Wuirren. Is that a lengthy list or is it a relatively few 
locations ? 

Mr. Farrtneron. Sixteen field office locations, Mr. Chairman and 
4 offices which are branches of a field office or a Washington division. 

Mr. Wuirtten. We might have that in the record. 

Mr. Farrtneron. Yes, sir. 
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(The information referred to follows :) 





Employees on rolls, February 28, 1959 























Location | Attorneys Others Total 
| 

Wothingten, 1.0. .2- 5-220 sea ce. 124 | 126 250 
Albuquerque, N. Mex. a te ae eee Ere - 1} 1 2 
Atlanta, Ga_.... Renin panetcmmaban ts bee ee 6 | 11 17 
eS, RE ev ee ee ee eee | 7} 8 15 
a pene | 5 6 ll 
Pr CMDS. A StS dak -bhdeie de bimddotathcevadetansnant Q 9 18 
Harrisburg, (RE SP eee 4 6 10 
Honolulu, T.H. (part- -time) 4 1 1 2 
Kansas City, Mo-- Sa adhe dina 4 4 8 
Little Rock, Ark_...-- 6 8 14 
Los Angeles, Calif... 2) 2 4 
Milwaukee, Wis__- 2 5 7 
Missoula, Mont....._..- = ig : eae 2 2 4 
New York, N.Y..-.---. ‘ aes oe eee, eee eee a 1 
CIENT isis centers essences Sema acai 2 1 3 
a s wiemaie | 5 5 10 
MOI FI os fs - ede acces nshng 3354-55) 505- 2 | 2 4 
St. Paul, Minn. 4 5 9 
San Franciseo, Oalif..........-.-.-.-.--..-.----.------- rN 5 4 9 
ew eae ---| 1 2 8 
Stillwater, Okla....- js 3 5 8 

SI ire ar citieli-dstiecsos ceca eats deta dedehnclindirn si tie aniaaaealiaane captidinentegs | 196 213 409 


ASSIGNMENTS OF WORK 




















Mr. Wuirren. In your organizational setup how are they assigned ? 
Do you have a separate legal staff for the REA and another legal 
staff for the soil conservational district watershed program f Or do 
you shuffle from one to the other as need may arise? Do you have a 
breakdown showing how many lawyers are assigned to particular 
things? Ifso, could we have that? 

Mr. FarrincTon. Yes, you may, sir. It follows approximately the 
same organizational pattern as the Secretary’s office. We have one 
assistant General Counsel in charge of a certain area of work which 
corresponds as nearly as we can make it to the work of an Assistant 
Secretary on the Secretary’s staff. 

Now, Mr. Shulman, who is Deputy General Counsel, also serves 
as Assistant General Counsel in that he exercises supervision and 
jurisdiction over the Commodity Credit Corporation and the Pro- 
duction Adjustment Divisions. We can put that in the record, or 
I can give it here, sir. 

Mr. Wurrren. We would be glad to have it. . 
(The information referred to follows :) 


















Assignment of attorneys in Washington (as of Feb. 28, 1959) 


Organizational unit Number 
a neni dn eine aise 1 
I RNIN os  sictenscnenienel otcke bias Seca anamgt 3 
[oeeeenies erent IVINON. eee ee PEERED E>. 19 
Iara On Sak 00 BODINE NRIORLS, DDO io ni tse temenn amp ch one earensiees 9 
Assistant General Counsel for Agricultural Credit and Conservation________ 13 
I a discus sasacsacinnisipp at tse ckgror bier Seeman anaes 8 
I Tn ee eating ei sealants el oe 24 
Beet Gee: Comnee: for Taétivation....... <2 ncn menccecdacnna 2 
Assistant General Counsel for Marketing and Regulatory Laws_...--_---_-- 2 
Iam IC EPR ORRIN chic anaes cnt enldiinn uw Guanine 13 
a a) ccepaciians asnoaneabise. hdbscddavaacatenuawiaebdul 15 


Assistant General Counsel for Research and Staff Legal Services 


_ 
SOO a OOD 


- 


—F we wwe Se 8 ee A WO Se ee COS 
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ADDITIONAL SOURCES OF FUNDS 


Mr. Wurrren. In addition to your request for appropriations that 
are normally made, what other funds do you have from other sources 

Mr. Bawcomsr. This year we received $29,200 from the disaster 
loan revolving fund, $51,000 from the funds for conservation reserve, 
and $69,500 from the acreage reserve funds. 

Those are the only funds we have outside of the direct appropriation. 

Mr. Wurtrren. Could we have in the record the names of the lawyers 
that are assigned to those particular programs ¢ 

Mr. Bawcompsr. Yes. We can furnish that information for the 
record. 

(The information referred to follows :) 

The following attorneys have handled assignments relating to the acreage 


reserve, conservation reserve and disaster loan programs during the period 
July 1, 1958, to February 28, 1959: 


Attorney Acreage re- Conserva- Disaster 
serve tion reserve loan 





Washington, D.C.: 
Broderson, Charles E. 
Campbell, Howard V..- 
Coffman, Claude T.--_- 
King, LaBruce W---- 
Kirwan, Phil W., Jr_. 
Lowree, Robert T_-.-.- 
Pasierb, Eugene J -_-~_.--.-- 
Peery, Kenneth L- 
Rose, Carl P_.._-- 
Schoonover, Wear K... 
Stokes, William J_...._- 
Atlanta, Ga.: 
Bedford, John H_..._--- 
Foster, William Pens 
Harris, Fred W._-_---- 
NEE TN id. bine scien 
Chieago, I11.: 
Johnson, Robert W..-- 
Murphy, Casper M...-- 
Dallas, Tex.: 
Childress, Hiram O_...-.- 
Cole, Elbert A_____-- 
Toone, Thomas E-_--- 
Weltler, Walter J__.....-.-- 
Denver, Colo. 
Johnston, Robert L..-. 
Paul, Spurgeon E----- 
Robinson, Rogers N 
Smith, Gordon C__..-..---- 
Wallace, Blaine B---_--- : 
Wilkins, Thomas B : 

Harrisburg, Pa.: Bethards, William E., Jr. 

Kansas City, Mo.: ‘ E 
Chotena, Lyle A x 
Houske, Harold A xX 
Penstone, Giles H x 

Little Rock, Ark.: 

Berry, Dennis Uy... 2.06 nnccsccccescesccccccuceudesscnns | sewacesecsssen | 
RNR. CRINGE os viiin cite nc nnsecce semeciiqnindehansanehesaeciamaweta 5-|-----------=- 
Chisholm, Dan P Xx 
Kelley, Heiskell B x 
Murphy, Patrick C x 

Los Angales, Calif;:; Jennings, Wilbur W., ....-.02.<<-.--} 20a] s--5-p0---2-2-]b---52 ap 45e5—-- 

Milwaukee, Wis.: Kpaly, Robert Le... 22-2222. ecnen nce qecn| enn eqen ecm one] en ensnee=-=-0= 

Missoula, Mont.; Hankins, Morris C 

NOW YOrk, Ni X.! OC DONDE, SGM An os necccsccseccncscseds 

Portland, Oreg.: 

Carlson, C. Carlile ‘i 
Kern, Karl A_..-..--..-.---------------- 2 -- oo enn enn ee | one eee = += 2 - | oe eee eee 
Reifenberg, Arno 
Raleigh, N.C.: 
Kinde), Emily A... ccsss-cudvcscnoss A eeccudentsccessnss= 
Lacey, Robert H 
8t. Paul, Minn.: 
Springborg, George R 
Wales, Harry 


4 
1 


Pardes: 


| MAA 





Vata al atata! 
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Attorney 





Acreage re- Conserva- Disaster 
serve tion reserve ] 

San Francisco, Calif.: 

Anderson, William L 

Farr, Jesse R 


IMM OT Opt SNL ott) 8 te ee chee te ue ee 


Genter, F.m.: Merques; Lemuel... ... 5... ices gio ee eee ees 
Billwater, Okla.: 
Cnn Ms SoS SS Sock ds is Ss x x 
Smith, Thomas M x x 


Williams, Sidney D Lanne paeeee a eee x a 
Obligations—all objects July 1, 1958 to February 28, 1959_..._. 


SPECIAL ASSIGNMENTS 


Mr. Wutrren. In addition to this normal division, do you have 
a group of troubleshooters, so to speak, that you assign first to one 
thing or another when the demand arises. Or do you just remove a 
a coe REA to SCS as the work might shift from one to the 
other f 

Mr. Farrrncron. Mr. Chairman, we do not have a separate group of 
attorneys for that purpose. We meet this problem by making special 
assignments to the best qualified attorney available at the time. This 
is one of the ways we obtain the maximum use of our legal staff. We 
do have, however, a Division of Research and Staff Legal Services 
which is headed up by an Assistant General Counsel. Everything that 
doesn’t require a full-blown staff like Commodity Credit and REA 
is assigned into that area. That includes the legal work for the Ex- 
tension Service, the Farmers Cooperative Service, the research and 
patent activities and all the various procurement, fiscal, budget, per- 
sonnel and relationed questions. If a question arose, for example, in 
connection with the Commodity Credit Corporation we would assi 
a lawyer to that who would be familiar with the Commodity Credit 
Corporation programs. 

Mr. Wurrren. But you do have special lawyers available to meet ex- 
tra workloads. In assigning them to meet the extra workloads you of 
course try to pick the ones who are best qualified. 

Mr. Farrineton. That is right. 

Mr. Wuitren. How many lawyers do you have in that category! 

Mr. Farrtneton. In the office of Assistant General Counsel for Re- 
search and General Legal Services we have 15 lawyers and 12 non- 
professionals, 27 people in that particular division. They are busy on 
a lot of miscellaneous assignments that come in to us from day to day, 


questions affecting county committees and a member of operating 
matters. 


LEGAL WORK ON CONSERVATION RESERVE PROGRAM 


Mr. Wuirren. I believe the Congress, on the committee’s recom- 
mendation, set up special funds for the enforcement of this conser- 
vation reserve program ? 

Mr. Farrinoton. That is true, sir. We were allocated $51,000 with 
the understanding that at least 50 percent would be used in checking 
contracts with the conservation research program. 

Mr. Wurrren. Could we have reports from these lawyers that might 
have done that checking so we can see how much detail they went into? 
We would like to know whether it is just a check of the recorded con- 
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tract or whether behind it is any investigation by the Department 
lawyers. Do your lawyers stick to just the legal aspects of the writ- 
ten contract, or do they go into the question of whether there was 
really a determination as to a fair rental, as to whether there is any 
misrepresentation as to the production actually taken out, or whether 
there has been any division of land so as to defeat the limitations that 
exist in the program ? 

Mr. Farrineton. To a limited degree we do, Mr. Chairman. But 
it is a rather limited degree. Usually we act on the basis of the 
investigation reports made by the investigative staff of the Depart- 
ment sent to us from the field. However, in connection with this 
work on the conservation research we have made several trips to the 
field. Mr. Coffman, who handles that particular division for our 
office submitted a statement which is included at page 56 of part I 
of the record of the hearings that were held, I believe, on February 
3. It is part of the record. We will be glad to reinsert that here 
if you wish, Mr. Chairman. 

Mr. Wutrren. You have made reference to it there. 

Mr. Farrineton, Yes. 

Mr. Wuirren. That is page 56, I notice. 


NEW POSITIONS REQUESTED IN BUDGET 


Under your budget request how many new people would you expect 
toemploy during the coming year? 

Mr. Farrineton. The budget request for a total of seven additional 
lawyers, Mr. Chairman, and four nonprofessionals. 

Mr. Wurrren. Where will they be assigned ? 

Mr. Farrtneton. They will all be in Washington. Most of them 
will be in the General Regulatory Division where we have additional 
work under the Packers and Stockyards Act and Poultry Products 
Inspection Act. 

PACKERS AND STOCKYARDS ACT 


Mr. Wuritren. What is your function with respect to the Packers 
and Stockyards Act? Is it an increasing function in view of the 
change in that ? 

Mr. Farrineton. The change in law increased substantially the 
number of stockyards that come under our jurisdiction. 

Could I ask Mr. Bucy, assistant general counsel in charge of that, 
to respond to that question ? 

Mr. Buoy. The last Congress passed Public Law 909 which 
amended the Packers and Stockyards Act. Prior to that amend- 
ment the jurisdiction of the Department over stockyards was limited 
tostockyards in interstate commerce of over 20,000 square feet. Juris- 
diction with respect to livestock transactions in interstate commerce 
by persons other than packers was limited to their transactions on 
posted stockyards. This amendment eliminated the 20,000 square 
feet limitation on stockyards and in addition made the jurisdiction 
applicable to all transactions in livestock in interstate commerce by 
market agency or dealers. 

Mr. Wurrren. What do the lawyers have to do in connection with 
that? 
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Mr. Bucy. The first work that the lawyers had to do on this new 
legislation was in connection with amending the regulations so as to 
take in this additional area. 

Secondly, they have to handle the formal documents in connection 
with posting these additional stockyards, about 1,100 additional stock- 
yards throughout the country. 

Thirdly, the trade practices regulations now apply to these addi- 
tional stockyards as well as to country buying stations and all other 
livestock transactions in interstate commerce thereby increasing our 
administrative Pooeaee. and by far the heaviest load I think as 
any lawyer will recognize is when you get into litigation. When 
we get into administrative proceedings that is where our heavy load 
will be because our trade practice requirements will now apply to 
more than twice as many people in the livestock industry as they 
formerly applied to. 

We will also have to exercise jurisdiction over the rates of all 
these new yards that are now brought into the jurisdiction of the 
Department in connection with their rates and practices. 

Mr. Wuirren. If there is a violation of the Pair Trades and Prac- 
tices Act, or a violation of the Stockyards Act, what action does the 
Department take through your staff ? 

Mr. Bucy. Through our staff, if there is a violation, the admin- 
istrative officials charged with administering the act investigate it 
if there is a complaint. In addition to that, they conduct general 
investigations of marketing areas to determine whether there are 
violations of the act. When they discover those violations or feel 
that there are violations they refer them to our office. We then ex- 
amine the investigation to determine whether or not there is a 
violation. 

In the event there is, we initiate an administrative proceeding by 
preparing a complaint. That complaint is served on the party. 
Then we go through a normal proceeding before an examiner desig- 
nated under the Administrative Procedure Act, try the case, brief it 
and argue it before the judicial officer of the Department. 

In the event there is an appeal we handle the legal work in connee- 
tion with the judicial review of the Department’s order. That order 
may take the form of a cease and desist order or it may take the 
form of a suspension or revocation of the registration which is in 
the nature of a license to engage in business, according to the magni- 
tude of the violation involved. 

In addition to that, the act provides for reparation proceedings. 
Any shipper or anyone else who feels he is damaged by reason of @ 
violation of the act can file a complaint with the Department. That 
is Served on the other party and then our attorneys act in a quasi- 
judicial capacity and they preside at that trial and prepare the deei- 
sion as to whether or not the complainant is entitled to an award of 
money damages. 

Mr. Wurrren. How many such instances along that line have you 
had ? 

Mr. Bucy. The proceedings? 

Mr. Wurrren. Yes. Could we have that for the record? 

Mr. Bucy. Yes. Do you want those for the past fiscal year or up 
to date? 
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Mr. Wuirren. The past fiscal year up to date, to the point you 
have them. 

Mr. Bucy. Fine. We will take them for 1958 and then for the 9 
months following that. 

(The information referred to follows :) 


Administrative proceedings under the Packers and Stockyards Act (July 1, 1957- 
Mar. 19, 1959) 


Pending Initiated | Completed | Pending | Initiated 
July 1, 1957 | July 1, 1957- | July 1, 1957- | June 30, 1958 | July 1, 1958- 
June 30, 1958 | June 30, 1958 Mar. 19, 1959 


29 1 13 
Disciplinary ‘ 76 68 68 
Reparation 5 41 d 3+ 32 


103 113 


SOIL BANK PROGRAM 


Mr. Wuirren. I would like to have the same information with 
regard to actions that may have been taken in connection with the 
acreage reserve and conservation reserve programs. 

Mr. Farrrneron. Yes, sir. 

(The information referred to follows :) 


As pointed out in the statement on page 56 of part I of the hearings, a separate 
staff has been established in the Washington Office of the General Counsel 
under the supervision of Mr. Claude T. Coffman to perform the legal work in 
connection with the soil bank. This staff consists of three other attorneys 
besides Mr. Coffman. In addition to this separate staff, the services of other 
attorneys in the Washington office are drawn upon where the soil-bank work 
is interrelated with the work of other programs, such as the acreage allotment 
and marketing quota program and the agricultural conservation program. In 
the field, legal work in connection with the soil bank is handled by the field 
offices of the Office of the Géneral Counsel. The total average number of 
positions in the Washington office and the field offices presently involved in 
soil-bank work is nine lawyers and six nonprofessionals. 

AS a major new legislative enactment, the Soil Bank Act required substantial 
legal assistatice by this office in rendering advice in answering difficult legal ques- 
tions involving the initial interpretation and application of the act. In addition, 
a great deal of legal assistance was required in preparing the basic regulations 
governing both the acreage reserve program aiid the conservation reserve pro- 
gram, and the regulations establishing administrative procedures for handling 
violations under the soil bank. Legal assistance was also required in preparing 
the necessary contracts, instructions, forms, and procedures to implement the 
program. Many important interpretations of the Soil Bank Act had to be 
made in the formulation and development of the program. The program also 
required the rendering of opinions and advice with respect to a great many 
other novel and important legal problems. Attorneys of this office, both in 
Washington and the field, also rendered advice in connection with the day-to-day 
operations of the program. This included the consideration of a great many 
individual cases involving the determination of the rights of the Government 
and the producers concerned, and violations under the program, 

In connection with such work, a total of 686 written opinions and memoranda 
have been prepared by this office in Washington and the field, of which 496 
deal with the acreage reserve and 190 with the conservation reserve. In addi- 
tion, 923 letters and memoranda dealing with the soil bank were reviewed and 
approved or revised, of which 610 letters and memoranda deal with the acreage 
reserve and 313 letters and memoranda deal with the conservation reserve. 
Daily oral and informal written advice was given administrative officials. 

There was inserted on page 2099 a table showing the number of violation 
cases Which have arisen under the soil bank and the amounts involved. We do 
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not have a separate record showing the number of these cases in which this 
office participated or rendered Jegal advice. It can be stated, however, that 
legal advice and assistance were required in a number of these cases. 

Of the written opinions and memoranda prepared by this office, 371 have 
dealt with violations, questions of eligibility and other irregularities under the 
program, of which 249 concern the acreage reserve and 122 pertain to the con- 
servation reserve. 

This office reviews and checks conservation reserve contracts in cases referred 
to us in which it is indicated that actions may have been taken to exceed limi- 
tations in the act or administrative regulations, or where there may have been 
misrepresentations in establishing eligibility, or fixing rates or other contract 
terms. The cases reviewed are generally those cases which are referred to this 
office as the result of audits and investigations or other administrative review. 
Audits and investigations are carried out by the Internal Audit Division and 
the Compliance and Investigation Division of the Commodity Stabilzation Serv- 
ice. No investigative function is performed by this office to uncover cases of 
possible violations. 

Opinions have been prepared and letters and memoranda reviewed with re- 
gard to 91 cases involving the specific question of the application of the $3,000 
payment limitation in the acreage reserve and the $5,000 payment limitation 
in the conservation reserve, of which 30 cases concern the acreage-reserve limi- 
tation and 61 cases concern the conservation reserve limitation. 

Attorneys from this office have participated in 56 county and State committee 
hearings on soil-bank violations, of which 51 were acreage-reserve cases and 5 
were conservation reserve cases. 

A total of 59 cases have reached litigation of which 54 involve the acreage 
reserve and 5 involve the conservation reserve. Eighteen acreage reserve 
eases and two conservation reserve cases have been closed. There are pres- 
ently pending in the office in Washington and in the field for referral to the 
Department of Justice, 22 acreage reserve cases and 3 conservation reserve 
cases. 

As indicated above, the larger part of the legal work in connection with the 
soil-bank program to and including the 1958 program year has been performed 
in connection with the acreage reserve part of the program. Prior to the 1959 
signup, participation in the conservation reserve program had been compara- 
tively small. The 1959 signup was the first year in which participation was 
large. Moreover, participation in the conservation reserve program is under 
long-term contracts which result in a cumulative increase in the number of 
farms placed in the program. The closing of the acreage reserve program with 
the year 1958 has resulted in the placing of some land previously in that pro- 
gram in the conservation reserve program. Due to the shift in emphasis from 
the acreage reserve program to the conservation reserve program, it is antici- 
pated that an increase in violations and other irregularities under the program 
will result in substantial increases in the legal services necessary in connection 
with the conservation reserve program. 

Following is a copy of the opinion rendered by this office in connection with 
the conservation reserve contracts discussed in the investigation report of the 
committee staff with reference to the $5,000 payment limitation under the con- 
servation reserve program. As the opinion indicates, it is our conclusion that 
there was no violation of the payment limitation in the particular cases men- 
tioned, on the basis of the regulations that existed at the time the contracts 
were entered into. However, there have been other cases which this office has 
reviewed in which violations of the limitation have been found to exist, and the 
regulations have since been tightened up so that some of the cases considered 
in the opinion would be decided differently under the revised regulations. 
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U.S. DEPARTMENT OF AGRICULTURE, 
OFFICE OF THE GENERAL COUNSEL, 
Washington, D.C., January 12, 1959. 


(Op. Gen. Coun. No. 7i—Walter C. Berger, Administrator, CSS) 


SYLLABUS 


$5,000 payment limitation under the soil bank conservation reserve 
program 


A review of certain conservation reserve contracts discussed in an 
investigation report made to the House Committee on Appropriations 
(see Hearings Before the Subcommittee of the Committee on Appropria- 
tions, Department of Agriculture Appropriatons for 1959, Pt. 1, pp. 
342-378) indicates no violation of the payment limitation. In review- 
ing the contracts, the same principles were applied as those which have 
been followed in determining violations of the payment limitation under 
the agricultural conservation program. 


OPINION FOR WALTER C. BERGER, ADMINISTRATOR, COMMODITY STABILIZATION 
SERVICE 


DeaR Mr. Bercer: During the hearings before the House Subcommittee on 
Department of Agriculture and Related Agencies Appropriations, we were asked 
to review certain conservation reserve contracts discussed in an investigation 
report made to the House Committee on Appropriations (see Hearings Before 
the Subcommittee of the Committee on Appropriations, Department of Agri- 
culture Appropriations for 1959, Pt. 1, pp. 342-878) to determine their validity 
with reference to the $5,000 payment limitation prescribed in the regulations 
governing the conservation reserve program. In addition, in our memorandum 
to you of September 11, 1958, we requested that you refer to us for consideration 
any other cases in which there is a possibility of a violation of the payment 
limitation. 

Section 485.164 of the regulations provides in general that the total of all 
annual payments to any producer with respect to all farms in which he has an 
interest shall not exceed $5,000. As defined in section 485.150(q) of the regula- 
tions, “producer” means any person who is an owner or landlord, cash tenant, 
standing-rent tenant, fixed-rent tenant, share tenant, sharecropper, or, in the 
case of rice, a person who furnishes water for a share of the crop. “Person” is 
defined in section 485.150(1) and includes in its definition an individual, part- 
nership, firm, joint-stock company, corporation, association, trust, estate, or 
other legal entity, or a State, political subdivision of a State, or any agency 
thereof. 

Section 485.164 further provides that “all or any part of the annual payment 
which otherwise would be due any producer may be withheld, or required to be 
refunded, if he has adopted, or participated in adopting any scheme or device, 
including the dissolution, reorganization, revival, formation, or use of any cor- 
poration, partnership, estate, trust, or by any other means, designed to evade, 
or which has the effect of evading, the provisions of this section.” Section 
485.164 also provides that “a family trust created on or after August 16, 1956, 
will be considered a scheme or device * * * if it results in the settlor and bene- 
ficiaries of the trust receiving in the aggregate annual payments under the * * * 
program for any year of the contract period in excess of $5,000.” At the time 
the contracts in question were approved, the regulations provided that for pur- 
poses of this provision, members of the family included husband or wife of the 
settlor, children of the settlor, their husbands and wives, and members of the 
immediate household of the settlor. 

The $5,000 payment limitation is one that was imposed solely by administra- 
tive regulation, and not by statute. 

In administratively prescribing the maximum amount of compensation a pro- 
ducer may receive, the Secretary used language which is substantially identical 
With the language of the payment limitation provided for in the agricultural 
conservation program, Section 8(e) of the Soil Conservation and Domestic 
Allotment Act, as amended, prescribes $10,000 as the maximum payment which 
may be received under that program for any year. In addition, in some years, 
the Department of Agriculture appropriation acts have further limited the maxi- 


83913—59—pt. 3——_53 





2092 


mum payment which may be received. The regulations under the agricultura] 
conservation program contain a prohibition similar to that in the conservation 
reserve program against schemes or devices designed to evade the limitation, 
We understand that in using language which was the same as that used in the 
agricultural conservation program, it was also intended that such limitation 
should be applied in the same manner as the payment limitation had beep 
applied under the agricultural conservation program. Under the agricultural 
conservation program, certain principles have been followed over the years ip 
determining whether certain persons, or legal entities interested in farming 
operations as landowners, landlords, tenants, or sharecroppers were to be treated 
as one producer or as separate producers. 

In 1948, for example, this Office stated in an opinion dealing with the limitation 
of payments under the agricultural conservation program (and the naval stores 
conservation program) that “the test of evasion of a payment limitation js 
whether one person (individual, corporation, partnership, or other legal entity) 
has been enabled to receive for himself, directly or indirectly, an amount in 
excess of the maximum payment permitted, regardless of any intention to 
evade.” 

“This is not to say, however, that a producer may not change his operations 
without evading the * * * limitation provision. For example, he may decide 
to reduce the extent of his operations * * * [and] earn a payment under the 
program not in excess of the maximum, and * * * sell the rest of the holdings 
formerly operated. This is permissible so long as the * * * sale is bona fide 
and the new operator does not give back part or all of the payment he earns 
under the * * * program to the old operator so as to cause the latter to receive 
more than the * * * maximum payment.” Sol. Op. No. 5417 (Sept. 17, 1948). 

In instructions to the field, field offices were instructed in connection with the 
payment limitation under the agricultural conservation program that— 

“Any change in the method of operating a farm or performing practices 
should not be regarded as a device which would have the effect of evading the 
$500 payment limitation unless, as the result of the change, a person receives or 
would receive a total payment of more than $500. The change should not be 
questioned merely because, as a result of the change, more persons would share 
in the payments for a farm under the 1948 program than would have shared 
had the operating arrangements in effect during previous programs been con- 
tinued. ACP Memorandum—61, dated November 26, 1957.” 

Since the language used in limiting payments under the conservation reserve 
program, at the time these cases arose, was the same as the language used in 
limiting payments under the agricultural conservation program, and since it is 
our understanding that it was intended that the limitation should be applied 
in the same manner as the limitation under that program, we have applied the 
test stated above, and the other principles which have been followed in deter- 
mining violations of the payment limitation under the agricultural conserva- 
tion program in reviewing the contracts discussed in this opinion. 


1. Roberts case 


Mr. Albert F. Roberts, of Sabetha, Kans. and Adrian, Tex., owned a 3,392-acre 
farm located in Deaf Smith County, Tex. Mr. Roberts attempted to place 
sufficient acreage in the conservation reserve program to enable both him and his 
wife to abtain the $5,000 maximum payment. The Deaf Smith County Agricul- 
tural Stabilization and Conservation Office informed Mr. Roberts that it would 
only permit him to place enough acreage in the program to obtain one maximum 
payment of $5,000. 

Subsequently, Mr. Roberts conveyed to his wife, Irma Roberts, 640 acres of 
the farm. 

In another deed, Mr. Roberts and his wife conveyed to a third person 640 
acres of the farm which in turn was conveyed to Mrs. Roberts by that third 
person. 

In two other conveyances of land, Mr. Roberts and his wife conveyed 640 
acres of the farm to their daughter, Alice Roberts Barker, and 640 acres to 
their daughter-in-law, Harriet Blum Roberts. The daughter resides in Carmel, 
Calif., and the daughter-in-law in Sabetha, Kans. 

On November 5, 1956, Mr. Roberts placed 552.3 acres in the conservation reserve 
program for 10 years at an annual payment of $4,970.70. 

In early January 1957, Mr. Roberts, having been appointed an attorney in 
fact by his wife, daughter, and daughter-in-law, asked that the conservation re 
serve contract be revised in ardor ta nlaca in the program the 552.3 acres under 
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the original contract together with 1,666.5 acres of the land now owned as 
separate estates by his wife, daughter, and daughter-in-law. Under the revised 
agreement, the wife, daughter, and daughter-in-law would each receive an 
annual payment of $4,999.50. The agreement was approved after submission of 
the case to the Department in Washington. 

Each persons owns his tract of land separately. Except for Mrs. Roberts, 
who lives with Mr. Roberts, each resides in separate households. There is no 
evidence tending to show that Mr. Roberts is receiving the payments that are 
being made to the other parties. No one of the producers receives annual pay- 
ments in excess of $5,000. The payments that have been made have been 
made separately to each of the four parties. Therefore, the facts do not appear 
to constitute a scheme or device to evade the $5,000 payment limitation. The 
fact that Mr. Roberts conveyed part of his property to his wife after being denied 
permission to place more than enough acreage in the program to obtain one 
maximum payment of $5,000 was not considered a scheme or device to evade 
the limitation since the wife was eligible even before the conveyance to receive 
a separate $5,000 payment in accord with the ruling followed over the years in 
the agricultural conservation program to the effect that the wife in a community- 
property State may be treated as a separate producer in applying maximum pay- 
ment limitations. The wife in a community-property State has also been treated 
as a separate producer for purposes of voting for community ASC committeemen 
(Solicitor’s Opinion No. 5215, March 1, 1946), and for purposes of voting in 
marketing quota referendums (7 CFR pt. 717, 23 F.R. 3434). The rule that 
a wife may be treated as a separate producer from her husband in applying pay- 
ment limitations has consistently been followed since the beginning of the agri- 
cultural conservation program, and is presently carried as part 7, paragraph 
238D of ACPS Handbook. 


2. Mills case 


In the fall of 1956, Mr. Walter B. Mills and his wife, Bonnie, conveyed specific 
tracts of a farm owned by them and located in Deaf Smith County, Tex., to 
Bertie O. Bagwell, Donald L. Bagwell, Johnnye Bagwell Doshier, T. L. Leach, 
James Elliott Weeks, and James Elliott Weeks, Jr., for a reported consideration 
of $187,950. The tracts of land sold to the six persons are now being operated 
as one unit by the husband of Johnnye Bagwell Doshier. On November 21, 1956, 
the six grantees under the deeds of conveyance from Mr. Mills and his wife 
placed 1,914.6 acres in the conservation reserve program for 10 years under 
which the annual compensation payable to the six producers totals $17,231.40. 
Later, on December 20, 1956, these same persons placed an additional number of 
acres in the program, their agreement now covering 3,181.7 acres with annual 
payments totaling $28,635.30. 

Although all of the purchasers are related to each other by blood or marriage, 
none of them is related to Mr. Mills. Each person owns his tract of land sep- 
arately. No one of them is receiving annual payments under the program in 
excess of $5,000, and there is no evidence that any of them is receiving any 
part of the payments that are being made to the other parties. Therefore, the 
sac do not appear to constitute a scheme or device to evade the $5,000 payment 
imitation. 


8. Kromer case 


Mr. BE. H. Kromer owned a 2,692.6-acre farm located in Deaf Smith County, 
Tex. On October 24, 1956, Mr. Kromer placed 526.1 acres in the conservation 
reserve program for 10 years at an annual payment of $4,734.90. 

Some time in November 1956, Mr. Kromer and his wife, Nell, conveyed to their 
son, W. Keith Kromer, 640 acres of the farm for a reported consideration of 
$28,844.80, secured by a vendor’s lien for that amount at 4 percent interest to 
be paid in 10 equal installments. In addition, the son assumed his proportionate 
share ($9,555.20) of Mr. Kromer’s indebtedness on the farm. In a second deed, 
Mr. Kromer and his wife conveyed to their son-in-law, Bedford Harrison, Jr., 
640 acres of the farm under the same terms. 

Also, by a third deed, Mr. Kromer and his wife conveyed 640 acres to Thomas 
W. and Charlotte Risley for $22,444.80 and their proportionate share of Mr. 
Kromer’s indebtedness of $40,000 on the farm. The Risleys are not partici- 
pating in the conservation reserve program. 

On December 28, 1956, Mr. Kromer, his son, and his son-in-law entered into 
& revised contract under which Mr. Kromer placed the same acreage in the 
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program as he had under the original contract. In addition, W. Keith Kromer 
placed 325.8 acres in the program for 10 years at an annual payment of $2,932.20, 
while Bedford Harrison, Jr., placed 329.4 acres in the program for 5 years at 
an annual payment of $2,964.60. 

Since no one of the producers is receiving more than $5,000 and there is no 
evidence indicating that either of the three parties to the contract is receiving 
uny part of the payments that are being made to the others, it does not ap. 
pear that the facts constitute a scheme or device to evade the $5,000 payment 
limitation. 


4. Boyd case 


Mr. Tom J. Boyd in 1956 owned an 8,797.4-acre farm located in Deaf Smith 
County, Tex., and with his three sons—Richard B., Thomas B., and William D.— 
who were operating the farm, entered into a conservation reserve contract on 
November 23, 1956, placing 1,523.1 acres in the program for 10 years under 
which the annual payments to the producers totaled $13,707.90. Because of 
certain conveyances made by Mr. Tom J. Boyd and his wife, Cleo, the Boyd 
farm has now been reconstituted and the conservation reserve contract revised. 
The contract now covers 1,257.7 acres with annual payments to the Boyds total- 
ing $11,319.80, but with no one of them receiving annual payments in excess of 
$5,000. 

Mr. Boyd and his wife conveyed 640 acres of their farm to O. J. Cotton for a 
reported consideration of $33,600. Mr. Cotton, on June 4, 1957, placed 555.8 
acres in the program for 10 years at an annual payment of $5,000. 

Mr. Boyd and his wife also conveyed 640 acres which is being held in trust 
by R. H. Cotton for the benefit of the five grandchildren of T. Carr Forrest, Jr., 
and his wife, Ruth 

On June 4, 1957, R. H. Cotton placed 555.5 acres of the land in the program 
for 10 years at an annual payment of $4,999.50. 

Mr. Boyd and his wife also conveyed another 640 acres which is being held 
by R. H. Cotton as trustee for the benefit of the four children of James A. Cot- 
ton. (The Boyds received a reported consideration of $76,800 for the 1,280 
acres being held in trust by R. H. Cotton.) 

On June 4, 1957, R. H. Cotton placed 555.5 acres of the land he holds in trust 
for the Cotton children in the program for 10 years at an annual payment of 
$4,999.50. 

Mr. Boyd and his wife also conveyed 1,600 acres to W. P. Barnes for a re- 
ported consideration of $96,000. Mr. Barnes and his wife then conveyed 555 
acres of this land in trust to R. H. Cotton for the benefit of their daughter, 
Naida L. Barnes. Under the terms of the trust, the trustee is required to pay 
Mr. Barnes $23,000 with interest in 10 equal installments and $9,000 at 4 per- 
eent interest on or before 10 years from the date of the creation of the trust. 
Likewise, Mr. Barnes and his wife conveyed 555 acres of the land in trust for 
the benefit of their son, John L. Barnes, under the same terms. They also con- 
veyed 490 acres of the land in trust for the benefit of their daughter, Jeanette 
B. Tower, under similar terms. R.H. Cotton was named as trustee in each case. 
However, R. H. Cotton has now conveyed the land he held for Jeanette Tower to 
her as her separate estate. 

On June 4, 1957, R. H. Cotton, acting as trustee for Naida L. Barnes and 
John L. Barnes and as an attorney-in-fact for Jeanette B. Tower, placed 1,101.2 
acres of land in the program for 10 years at an annual payment totaling $9, 
910.80. Mrs. Tower receives one-half of the compensation with the two trusts 
dividing the remainder. 

No one of the producers connected with the land formerly owned or now 
owned by the Boyds is receiving annual payments in excess of $5,000. As pointed 
out earlier, section 485.164 of the regulations contains specific provisions deal- 
ing with family trusts which prohibit the settlor and beneficiaries of such a trust 
from receiving more than $5,000 in the aggregate. It was known at the time 
the limitation on family trusts was adopted that some family trusts had been set 
up and that the trustees had applied for conservation reserve contracts. Ap 
proval of such applications was held up until the regulations were amended to 
deal specifically with family trusts. The provisions adopted with resnect to 
family trusts state that a family trust created on or after August 16, 1956 (the 
date on which the regulations governing the conservation reserve program were 
first issued) will be considered a scheme or device to evade the limitation if it 
results in the settlor and beneficiaries of the trust receiving more than $5,000 in 
the aggregate. A family trust was defined as including husband or wife of the 
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settlor, children of the settlor, their husbands and wives, and members of the 
immediate household. By the same token, trusts which did not fall within this 
definition would not constitute a scheme or device solely because they resulted 
in the settlor and beneficiaries receiving more than one $5,000 annual payment. 

It does not appear from the facts as recited in the foregoing cases that there 
is any case in which the settlor and beneficiaries of the trust are receiving more 
than $5,000 in the aggregate. Accordingly, the facts do not appear to consti- 
tute a scheme or device to evade the limitation. 


5. Turner case 


By two deeds, one B. Sherrod conveyed 3,520 acres of farmland located in 
Deaf Smith County, Tex., to Hubert L. Turner in the fall of 1956 for a reported 
consideration of $156,590. Mr. Turner is not participating in the conservation 
reserve program. 

Mr. Turner and his wife conveyed 556 acres of the land to their son-in-law 
W. C. Johnson for a reported consideration of $33,360. 

In another deed, Mr. Turner and his wife conveyed another 556 acres to their 
son-in-law, Billy Doyle Walls, under similar terms. 

Also, Mr. Turner and his wife conveyed to John T. Boyd in separate trusts 
for— 

(1) their son Beverly Joe, 556 acres, for a reported consideration of 
$33,360 ; 

(2) their grandson, Doyle Wesley Walls, 572 acres, for a reported consid- 
eration of $34,320; 

(3) their granddaughter, Deborah J. Johnson, 556 acres, for a reported 
consideration of $33,360; and 

(4) their granddaughter, Amelia Ann Johnson, 168 acres, for a reported 
consideration of $10,080. 

Boyd, as trustee under the separate trusts, and Billy Doyle Walls and W. C. 
Johnson on June 5, 1957, placed 2,777.5 acres of land in the program for 10 years 
with annual payments as follows: 


W. C. Johnson $4, 999. 50 
Billy Doyle Walls 4, 999. 50 
Deborah J. Johnson and Amelia Ann Johnson trusts__....--...______ 4, 999. 50 
Doyle Wesley Walls trust 4, 999. 50 
Beverly Joe Turner trust 4, 999. 50 


Neither Mr. Walls nor Mr. Johnson is receiving annual payments in excess of 
$5,000. Mr. Turner and his wife, the settlors of the several trusts, are not 
participating in the program. Since Beverly Joe, their son, is the only member 
of the family covered by the limitation on family trusts at the time their con- 
tract was entered into, the aggregate amount received by the settlor and the bene- 
ficiary was the $4,999.50 received by the beneficiary. The other trusts were 
established in favor of grandchildren of the settlor and were not covered by the 
regulations as they existed at the time the contracts were entered into. There- 
fore, the facts do not appear to constitute a scheme or device to evade the $5,000 
payment limitation. 


6. Guseman case 


In 1956, Mr. C. T. Guseman operated a 22,247-acre farm located in Deaf Smith 
County, Tex. His wife Genevieve held title to part of the land as her separate 
estate. 

Sometime in the fall of 1956, Mr. Guseman conveyed 640 acres of the land to his 
daughter Cecilia J. Timberlake for a reported consideration of $22,400. 

In another deed, Mr. Guseman conveyed 1,280 acres of the farm to his wife 
Genevieve for a reported consideration of $38,400. 

Also, Mr. Guseman conveyed 320 acres to Mrs. G. EB. Pinkerton for a reported 
consideration of $16,800. 

In November 1956, Mr. Guseman, his wife, his daughter, and Mrs. Pinkerton 
Placed 1,892.3 acres in the program with annual payments to the four producers 
totaling $16,700.50 (with the contract period being 5 years except for 312.2 acres 
placed in the program for 10 years). 

Mr. Guseman and his wife also conveyed 640 acres of the farm to W. B. Renfro 
for a reported consideration of $32,000. Mr. Renfro at a later date conveyed 
320 acres of this land to his niece Elizabeth Cesar and 320 acres to her husband 
Fain G. Cesar, receiving a reported consideration of $32,000. 
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The Cesars have placed 604 acres of their land in the program for 10 years, 
Elizabeth Cesar receives an annual payment of $2,880, and Fain Cesar receives an 
annual payment of $2,556. 

Mr. Guseman conveyed 1,280 acres of the farm to W. W. Shields for a reported 
consideration of $68,800. Mr. Shields in turn, for a reported consideration of 
$52,800, conveyed to W. R. Potter in trust for (1) his son John Thomas Shields, 
640 acres, and (2) his daughter Nancy K. Hardin, 640 acres. 

The land conveyed in trust for the benefit of Nancy K. Hardin was subsequently 
conveyed to her by the trustee. (Mr. Shields is not participating in the program.) 

On January 7, 1957, Mrs. Hardin and W. R. Potter, as trustee for John Thomas 
Shields, placed 1,111.0 acres of land in the program for 10 years. Mrs. Hardin 
receives $4,999.50 annually, and the trustee receives an equal amount. 

No one of the producers connected with the land formerly owned or now owned 
by the Gusemans is receiving annual payments in excess of $5,000. There is no 
evidence that any of them is receiving any part of the payments that are being 
made to the other parties. Therefore, the facts do not appear to constitute a 
scheme or device to evade the $5,000 payment limitation. 


7. Wicks case 


In 1956, Mr. Gordon Wicks and his former wife Mavis Wicks Snow were the 
owners of a 13,522-acre farm located in Curry County, N. Mex., the farm being 
operated under the name of Wicks & Sons. On October 8, 1956, Wicks & Sons 
placed 556.2 acres in the conservation reserve program for 10 years at an annual 
payment of $5,000. (The Wicks farm has since been reconstituted and Wicks & 
Sons now have 601.2 acres in the program at an annual payment of $5,000.) 

In April 1957, Mr. Wicks and his former wife entered into contracts with 12 
persons for the sale of a certain amount of the land they own, deeds to be 
given after payment had been made according to the terms of the contracts. 
(For this land Wicks and his former wife will receive a reported consideration 
of $400.710. ) 

Charles E. Green, of Clovis, N. Mex., purchased 660 acres of the Wicks farm 
and has placed 535.7 acres in the program for 10 years at an annual payment 
of $4,821.30. 

Joe B. Sisler, of Clovis, likewise purchased 660 acres and has placed 556 
acres in the program for 10 years at an annual payment of $5,000. 

B. V. Martin, of Clovis, purchased 480 acres and has placed 384 acres in the 
program for 10 years at an annual payment of $3,456. 

Lynn L. Martin, of Clovis, purchased 270 acres and has placed 232 acres in the 
program for 10 years at an annual payment of $2,088. 

Gene Pettigrew, of Clovis, purchased a certain number of acres of the Wicks 
farm. He owned or operated other land prior to this purchase and now operates 
an 800-acre farm. He has placed 549.3 acres in the program for 10 years at an 
annual payment of $4,943.70. He shares this compensation with Bertha Settle 
mire. 

Andrew D. McCasland, of Clovis, purchased 810 acres and has placed 556 
acres in the program for 10 years at an annual payment of $5,000. 

Billy M. McCasland, of Clovis, purchased 795 acres and has placed 556 acres 
in the program for 10 years at an annual payment of $5,000. 

Paul F. Reed, of Clovis, purchased 640 acres and has placed 535.6 acres in 
the program for 10 years at an annual payment of $4,820.40. 

Gerald D. Hastin, of Clovis, purchased 320 acres and has placed 275.2 acres 
in the program for 10 years at an annual payment of $2,476.80. 

F. D. Stout, of Broadview, N. Mex., purchased 490 acres and has placed 3253 
acres in the program for 10 years at an annual payment of $2,927.70. 

Wayne Stout, of Broadview, purchased 480 acres and has placed 264.6 acres 
in the program for 10 years at an annual payment of $2,381.40. 

Victor Stout, of Portales, N. Mex., purchased 490 acres and has placed 420.9 
acres in the program for 10 years at an annual payment of $3,788.10. 

Each person buying land from Mr. Wicks and his former wife is individually 
responsible for making his annual installment payment. Although by the terms 
of the purchase agreement each person agreed to place a certain number of 
acres in the conservation reserve program and assign a portion of the compensa- 
tion theréfor sufficient to cover the annual installment payment due, the pur- 
chase contract will not necessarily be terminated if the conservation reserve 
contract should be conceled. The vendee retains the option of continuing to 
make installment payments and, upon completing payment of the purchase price, 
will receive a warranty deed. 
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The deeds to the separate tracts of land were delivered “in escrow” and are 
peing held by the First Federal Savings & Loan Co. at Clovis, N. Mex. The 
sales contracts therselves are recorded in the Curry County clerk’s office. No 
one of the purchasers is receiving annual payments under the conservation 
reserve program in excess of $5,000, and there is no evidence that any of them 
is receiving any part of the payments that are being made to the other parties. 
Therefore, the facts do not appear to constitute a scheme or device to evade 
the $5,000 payment limitation. 


8. Gano properties case 

In 1956, Harold N. Hobart, Sr., Harold N. Hobart, Jr., and Gano Hobart 
Tschudy owned a considerable amount of land in Kiowa County, Colo., their 
farm being operated under the name of Gano Properties. 

Sometime in April 1957, the Hobarts and Tschudy entered into a sales con- 
tract with George Fuller of Arlington, Colo. Mr. Fuller purchased 640 acres 
and has placed 407 acres of the land in the conservation reserve program at an 
annual compensation of $2,849. 

Other persons—including Harry Griswould of Arlington, Colo.; Preston D. 

Brewer, of Booker, Tex.; O. G. Henderson of Beaver, Okla.; Z. J. Harmon, of 
Fowler, Kans.; and Thomas W. Johnson, of Portales, N, Mex.—have purchased 
Gano properties land in Kiowa County and have placed portions of it in the 
rogram. 
: The Hobarts and Mrs. Tschudy also owned as tenants in common a 30,000- 
acre farm in Crowley County, Colo. This property was purchased at an exec- 
utor’s sale by Harold N. Hobart, Sr., on December 30, 1953. On January 7, 
1954, Harold N. Hobart, Sr., and his wife, conveyed an undivided two-fifths’ 
interest each in this property to Harold N. Hobart, Jr., and Gano Hobart 
Tschudy, and retained an undivided one-fifth interest. 

The Hobarts and Mrs. Tschudy have entered into sales contracts for some 
of this farm with nine individuals—Frank Gregory, of Ordway, Colo.; John 
Bauer, of Sugar City, Colo.; Reuben Bauer, of Sugar City; Benjamin Bauer, 
of Sugar City; Earl Proctor of Sugar City; Joe Bauer, of Sugar City; Nathan 
Schlegel, of Rocky Ford, Colo.; Solomon J. Schlegel, of Rocky Ford; and Gilbert 
Proctor, of Springfield, Colo.—who have placed portions of the land they pur- 
chased in the program. 

No one of the purchasers is receiving annual payments under the program 
in excess of $5,000, and there is no evidence that any of them is receiving any 
part of the payments that are being made to the other parties. Therefore, the 
facts do not appear to constitute a scheme or device to evade the $5,000 pay- 
ment limitation. 

Sometime in April 1957, Mr. Hobart, his son, and Mrs. Tschudy also agreed 
to a voluntary partition of a certain portion of the land which since 1954 they, 
as tenants in common, owned in Crowley County, with each one now holding 
title to a separate farm. Each one has placed a certain number of acres in 
the conservation reserve program. (They also placed under contract a 390- 
acre tract which they still hold as tenants in common.) Each person receives 
the maximum annual payment of $5,000. The contracts were not approved 
initially by the Crowley County ASC Committee upon the ground that the Gano 
Properties were entitled to only one $5,000 maximum annual payment. How- 
ever, upon Submission of the matter to the Department at Washington, it was 
concluded that the parties were eligible to participate separately. The fact 
that the parties partitioned the land was not considered a scheme or device 
to evade the limitation since, prior to the partition, as tenants in common, the 
Hobarts and Mrs. Tschudy were separate producers for purposes of applying 
the payment limitation, and the partition of the land did not affect their status 
within the meaning of the conservation reserve program regulations. The 
ruling that each of the tenants in common would be treated as a separate person 
in applying the limitation followed the ruling which has been followed since 
1940 in applying the limitation in ACP payments. Thus, in Solicitor’s Opinion 
2109, Feb. 3, 1940, this office stated : 

“It is the opinion of this office that the $10,000 limitation on payments is not 
applicable to the aggregate payment due the joint owners of these farms. Where 
title to property is held by persons as tenants in common, it is our opinion that 
each of such persons is entitled to earn a payment up to, but not in excess of, 
$10,000. The limitation provided in section 8(e) is on the amount of payment 
to a person and not on the amount of payment computed for a farm. A tenant 
in common, though owner of an undivided share in property, holds by a several 
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and distinct title, and, except for the fact that he has not the exclusive posses- 
sion, he has the same rights with respect to his share as a tenant in severality 
(Tiffany, The Law of Real Property, 3d ed., section 426). Accordingly, for the 
purpose of applying the limitation, it appears that each tenant in common should 
be treated as a distinct person.” 


SUMMARY AND CONCLUSION 


As indicated in the foregoing discussion, we do not believe that any of the 
several cases considered in this opinion constitutes a violation of the payment 
limitation. The facts do not indicate that any of the producers involved in 
the cases considered in this opinion is receiving annual payments in excess of 
$5,000. There is no evidence tending to show that any of the sales were not 
valid or that any producer who is participating in the program and who has 
cohyeyed property to other producers is receiving any part of the payments 
being made to his transferees who have placed land in the program. On the 
basis of the evidence available, therefore, it appears that at the time the several 
contracts were executed, they satisfied all of the requirements of the then exist- 
ing regulations. Of course, if any evidence should come to light tending to 
show that any of the transfers were not valid or that any part of the annual 
payment is being paid over to the transferor, the matter should be brought 
to our attention for further consideration. 

A ruling in a case that four people can participate instead of one does not 
mean, of course, that the Government will be paying four times $5,000 or 
$20,000 for the performance it could get from one producer for only $5,000. 
Rather it means that each of the four persons is eligible to participate in the 
program to the extent of $5,000, ie., that each of the persons can place an 
amount of land in the program sufficient to earn a payment of $5,000. In other 
words, the Government does not pay out an amount in excess of the participa- 
tion which it receives. 

As we have said, at the time the several contracts discussed were executed, 
it is our opinion that they satisfied all of the requirements of the then existing 
regulations. However, as you know, the regulations governing the application 
of the payment limitation have since been extensively revised. New rules 
have been issued to be followed by State and county committees in determining 
whether certain individuals interested in farming operations as landowners, 
landlords, tenants or sharecroppers are to be treated as one producer or separate 
producers. For example, husband and wife are now treated as one producer 
for purposes of applying the limitation. Individuals on the same farm having 
any family relationship are treated as one producer unless such individuals 
operated as separate producers during the year before the contract is entered 
into. Tenants in common are treated as one producer. In addition, the limi- 
tations on family trusts have been extended to cover grandchildren of the 
settlor, stepchildren of a child of the settlor, and any other minor related to 
the settlor by blood or marriage. Further, the regulations have been amended 
to provide that farms under new ownership shall not be eligible to be placed 
in the conservation reserve during the first 12 months of the new ownership 
unless the county committee determines that the farm would continue to be 
farmed by the new owner in the absence of the soil bank program. Of necessity, 
therefore, our opinion as to the application of the payment limitation to facts 
similar to those contained in some of the cases discussed above would be differ- 
ent under the revised regulations. 

Sincerely yours, 
R. L. FarRineton, General Counsel. 

Mr. Wurrren. Also, I would like to have a report as to what action 
was taken by the Solicitor’s Office in connection with the cases called 
to your attention in our investigating reports which appeared in the 
hearings last year and the year before. 

Mr. Farrrneron. We made a special report on that, Mr. Chairman, 
which we will submit. 

Mr. Wuirren. Yes. 

Mr. Farrrneron. Mr. Chairman, off the record a minute. 

(Discussion off the record.) 

Mr. Farrrneron. Mr. Chairman, I have a schedule showing the 
total number of violation cases which were reported under the acreage 
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VIOLATIONS UNDER ACREAGE RESERVE AND CONSERVATION RESERVE PROGRAM 


reserve and conservation reserve programs, the total amount of pay- 
ments forfeited, total amount of refunds requested, the total amount 
of refunds collected, and other information in connection with viola- 
tions under those two programs which I would lke to put in the 
record, 

Mr. Wurirren. We will be glad to have it in the record at this point, 
together with such other information as you might have as to par- 
ticipation, and so forth. 

(The information referred to follows :) 


Acreage reserve 


Total number of violation cases reported_______----_-_-------- 6, 992 
Total amount of payment. TOrtehteG one cg in wwe nnnen $1, 484, 113. 39 
Total amount of refunds requested__._..........--__----~--~--.- $314, 898. 24 
Tate) amount. Of POTURGS COLIN inert Shoes nem eeepeere een $186, 399. 06 
Total number of cases of civil penalty assessed__.___._-_------_---- 1,519 
Total amount of civil penalty assessed__...__..--.--_------~~~ $465, O89. 51 
Total amount of civil penalty collected._____.._-__-----_---~~--- $338, 356. 33 


Conservation reserve 


Total number of violation cases reported__._.._.-------------~-- 794 
Total amount involved, including civil penalty____-.__-__------- $318, 127. 68 
Total amount collected, including civil penalties___-____.------- $176, 033. 18 
Cele (OM GIEION COMBO on ncopiieysaipnmertnmerergre gracias mpe amon ae $54, 796. 54 


Mr. Wuitren. Now, I pointed out when the Secretary was here 
that the Comptroller General reported that a mistake of $800,000 was 
made by the Texas State Committee in connection with the lands in 
Texas under the conservation reserve. 

Are you familiar with that and could you advise us what action 
you have taken or plan to take to correct that contract ? 

Mr. Farrineton. I am not familiar with it at all. 


COMPTROLLER GENERAL’S REPORT ON PAYMENT RATES IN TEXAS 


Mr. Wuirren. The Comptroller General reported to the Depart- 
ment that an error was apparently made by the Texas State Com- 
mittee, and that it would cost the Government about $800,000. 

If that hasn’t come to your attention, I would be glad to have you 
check it and see what action you have taken and what action you con- 
template. 

Mr. Farrincron. We will be pleased to do that, Mr. Chairman. I 
was not informed on that. 

(The information is as follows:) 


STATEMENT OF THE GENERAL COUNSEL 


The situation with regard to the mistake in calculation is described in the 
report of the audit of the soil bank program by the Comptroller General as 
follows: 

“In computing the annual payment rates, the Soil Bank Division made a mis- 
calculation which resulted in assigning State annual payment rates of $10 an 
acre to Texas and $8 an acre to New Mexico. Had the miscalculation not been 
made, both States would have been assigned the rate of $9 an acre consistent 
with the procedure of rounding the rate to the nearest dollar. On the basis 
of the percentage difference between the $9 rate and the rates, assigned, and 
the higher participation in Texas, we calculated that up to about $800,000 might 
have been paid in rental payments during 1957 in excess of what would have 
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been paid had the miscalculation not been made. The Acting Administrator, 
CSS, in a letter dated August 1, 1958, informed us that all conservation reserve 
rates are being redetermined for 1959 and, therefore, new contracts signed in 
1959 and thereafter will not be affected by this miscalculation. However, the 
monetary effects of this miscalculation will continue in varying degrees, de- 
pendent on the relative participation of these two States, throughout the terms 
of the contracts entered into prior to 1959. 

“These rates have been administratively confirmed by the Secretary of Ag- 
riculture and promulgated in the Federal Register (21 F.R. 6289, Aug. 22, 
1956). Payments made under contracts with the individual producers in ac- 
cordance with these rates, and otherwise proper, cannot be questioned by the 
General Accounting Office in view of the discretionary authority of the Secre- 
tary in section 107(b)(2) of the Soil Bank Act to establish the rates and the 
provisions in section 121 of that act that the facts constituting the basis for any 
payment or compensation, or the amount thereof, under applicable conditions, 
shall be final and conclusive and not reviewable by any other officer or agency 
of the Government. 

“The only statutory requirement with respect to conservation reserve rates 
is contained in section 107 of the Soil Bank Act and is in general terms: ‘The 
rate or rates of the annual payment to be provided for in the contracts shall 
be established on such basis as the Secretary determines will provide producers 
with a fair and reasonable annual return on the land established in protective 
vegetative cover or water storage facilities, or other soil-, water-, wildlife-, or 
forest-conserving uses, taking into consideration the value of the land for the 
production of commodities customarily grown on such kind of land in the 
county or area, the prevailing rates for cash rentals for similar land in the 
county or area, the incentive necessary to obtain contracts covering sufficient 
acreage for the substantial accomplishment of the purposes of the conserva- 
tion reserve program, and such other factors as he deems appropriate. Such 
rate or rates my be determined on an individual farm basis, a county or area 
basis, or such other basis as the Secretary determines will facilitate the prac 
tical administration of the program.’ 

“The payment with respect to an individual farm was determined as follows: A 
rate calculated by the Soil Bank Division for each State was promulgated in the 
regulations issued by the Secretary. Section 485.163, 21 Federal Register 6289. 
The State committee, in turn, established county rates (taking into account 
certain criteria specified in the regulations) which when weighted by the 
acreage of cropland for the respective counties equalled the State rate. The 
county rate became the farm payment rate for the farm unless the county com- 
mittee determined that the land on the farm had a lower productivity, cash 
value, or rental rate than the average of the land in the county. 

“The error in calculation occurred in arriving at the State rates. A national 
rate of $10 an acre was used in arriving at the State rates. The rates assigned 
to the individual States ranged from $7 to $13 an acre. The State rates were 
determined as follows: 

“1. A constant base rate of $5 an acre was set administratively for each State. 

“2. To the constant base rate for each State was added a variable amount com- 
puted to limit the average of the variable amounts to the additional $5 remaining 
in the predetermined $10 national average rate. The variable amount assigned 
was based on each State’s comparative position within a composite index com- 
puted on the basis of the factors of productivity and dryland value. The produc- 
tivity factor, which was given a weight of 3 in the index, was calculated on the 
1944 to 1953 average production (converted into corn feed equivalent) of non- 
irrigated acres of oats, barley, sorghum grains, cowpeas, velvet beans, and six 
types of hay. Dryland values, which were given a weight of 1 in the index, 
were based on 1954 farm values obtained from the Bureau of the Census but 
were limited to a maximum of $200 an acre for purposes of this calculation. 

“The State rates so established, but not the method of arriving at such rates, 
were promulgated by the Secretary of Agriculture as part of the regulations (sec. 
485.163, 21 F.R. 6289). 

“Neither the specific national annual rate of $10 an acre nor the particular 
basis used for determining State rates was required to be used by the statute or 
the regulations. Both were merely internal guides used in arriving at State 
rates which would produce farm rates felt to be fair and reasonable. The only 
effective legal rates were those which were promulgated by the Secretary and 
made a part of the regulations. Since the contracts were made in accordance 
with the official rates approved by the Secretary and published as a part of the 
regulations, no basis exists for reducing the rates specified in the contracts. As 
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indicated by the Comptroller General, payments made under these contracts with 
the individual producers in accordance with these rates and otherwise proper, 
cannot be questioned. Regulations validly prescribed by a Government admin- 
istrator are binding upon him as well as the citizen. Accardi v. Shaughnessy, 347 
U.S. 260; Service v. Dulles, 354 U.S. 363. See also, Sheridan-Wyoming Coal Co. 
y. Krug, 172 F. 2d 282. 


Mr. Wutrren. Mr. Marshall. 
ST. PAUL RATE PROCEEDING 


Mr. Marsuarz. Mr. Farrington, I notice that in your statement 
you say: 

I should mention also an important rate proceeding under the Packers and 
Stockyards Act initiated during the fiscal year 1958 in connection with the 
operations of the yards in St. Paul. This proceeding involves a complete change 
in the prevailing theory of ratemaking for stockyards. 

Can you tell me very briefly what is involved 

Mr. Farrington. 

Mr. Farrrneton. Yes, sir. That stockyard was built some time 
ago, and it is my understanding that they have asked for a rate based 
on the cost of reproduction of the yard, not the original cost of the 
yard plus additions, but what the rate would be if they had to build 
this whole yard now at present prices. 

Mr. Marsnaty. Which would have a tendency to increase the per- 
cent of cost that would be charged back to the farmer for use of the 

ard. 

‘ Mr. Farrtneron. That is correct, sir. 

Mr. Marsuaty. Have you progressed far enough so that you could 
give some indication as to how much the increase of rate to shippers 
would be? 

Mr. Farrrncton. Let me ask Mr. Bucy to go into that. 

_Mr. Bucy. We are not ina nosition, ot course, to state that at this 
time because the proceeding is still pending. It would result, if the 
application were granted, in a substantial increase in the rate base and 
then of course the yard is entitled to a reasonable return on that rate 
base. The Department is opposing the contention of the stockyard 
owners. We do not feel that they are entitled to the increase in rates 
which would result from their proposal. 

The hearing has been completed, the briefs are being prepared at 
the present time, and then it will go before the examiner who will file 
a report, recommending what rates he thinks are supported by the 
record and then the judicial officer will determine that. So we are not 
in a position to say just how much is involved because it is susceptible 
to adjudication at this time. 

Mr. Marsnatt. Would you be able to give any indication as to the 
approximate time that this proceeding will be closed ? 

Mr. Bucy. I would say that they would be at least another 3 to 4 
months anyway, because the parties still have several months for brief- 
ing and then that whole record has to be analyzed and the recom- 
mended decision made. This may well take a couple of months and 
then exceptions can be filed to that. There will probably be a 30-day 
time for exceptions and after they are filed the parties may request 
an oral argument before the judici! officer. guess probably 6 
months is nearer to it than 3 months Uc !ore a final decision. 

Mr. Marsuaty. Thank you. 

Mr. Wurrten. Mr. Horan. 
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RECRUITING LAW SCHOOL GRADUATES 


Mr. Horan. I notice here a healthy sign, that you are able to recruit 
promising young law school graduates now. 

Mr. Farrineron. Yes. We have been very fortunate, we think, in 
the last year or two. We got out some 3 years ago a brochure which 
described the importance of agriculture in a brief way and the varieties 
of work we had in our office. We were able to get that on the bulletin 
boards of a great number of law schools in this country and it has 
been of tremendous help to us. We are now getting a “much better 

caliber of applicants than we did shortly after the war. 

Mr. Horan. Is there anything you would like to add to that at this 
time ¢ 

Mr. Farrrneton. I believe not, Mr. Horan. Thank you. 

Mr. Horan. That is all, Mr. Chairman. 

Mr. Wurrren. We wish to thank you, Mr. Farrington. We ap- 
preciate the information you gave us. 


LANGUAGE CHANGES AND GENERAL PROVISIONS 
WITNESS 


CHARLES L. GRANT, DIRECTOR OF FINANCE AND BUDGET OFFICER, 
DEPARTMENT OF AGRICULTURE 


Mr. Warren. Mr. Grant, we will be glad to have you discuss the 
language changes affecting the various items in the budget. We are 
particularly interested in the 425 new passenger vehicles requested, 
Go through the bill, if you will, and discuss each language change that 
is maagested 

Mr. Grant. All right, Mr. Chairman. 

I am going to use the subcommittee print, which might facilitate 
identifying these changes. 

Some of these changes are relatively unimportant. I can just men- 
tion them briefly in the interest of saving time and put material in the 
record if you like, or cover each one in detail. 


Mr. Wuirren. All right. 
AGRICULTURAL RESEARCH SERVICE 


Mr. Grant. The first change is on page 1 under “Agricultural Re- 
search Service.” It is to insert the words “home economics.” This 
is not a substantive change. AI it —. is recognize that within the 
appropriation research is “conducted on home economics and that it is 
not included in utilization research. 

The next change is on that same page, which deletes the authority 
for the purchase of an airplane for agricultural research purposes. 
It was provided in the 1959 act. They are buying the plane this year 
and authority will not be needed next year. 

On page 2, the first change involves language which would permit 
the Department to use funds for reimbursement to the Department 
of the Axmy for the transfer of lands in Orlando, That has br iefly 
been discussed in the hearings. I do not believe we need go into it 
any further unless you have some questions. 
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The second change on page 2, involving the Agricultural Research 
Service, is to permit the use of not to exceed $639,000 for the con- 
struction and alteration of buildings and to authorize the Depart- 
ment to acquire the necessary land by donation for this building. 

The amount of $639,000 includes $600,000 for the Crops Research 
Laboratory at Logan, Utah, and $39,000 for two residences at the Na- 
tional Arboretum here in Washington. 

The language relating to donaton of lands is to enable us to accept 
title to the land to be furnished by the Utah State College for the 
building at Logan. 

Let me say it this way: The law requires that we obtain specific 
authority in order to acquire lands whether by purchase or by do- 
nation. 

The residences at the Arboretum are for the head guard and the 
greenhouse propagator, because it is necessary to have those people 
on the facility at all times. 

The next change at the bottom of page 2 is related to that at the 
the top of page 3. 

As you know, for a number of years we have been cooperating in 
joint commission on the prevention of foot-and-mouth disease in 
Mexico. We have been making contributions which amount to about 
$20,000 a year from funds derived from the sale of équipment used 
in the eradication program several years. Now it appears that source 
of funds will be exhausted in 1960. The change proposed at the top 
of page 3 is to enable us to make payments to this Commission which 
was authorized by the 1947 act of February 28, 1947, using our regu- 
lar funds. And at the bottom of page 2, insertion of the words “not 
otherwise provided for” is necessary so that in the event there is an 
emergency we would not be precluded from using the “diseases of 
animals” appropriation for the emergency. 

The other changes on page 3 have to do with deleting language 
included in the Supplemental Appropriation Act, 1959, and is not re- 
quired in 1960. 

The next change, on page 13, proposes to delete the word “Alaska.” 
But we now need to delete the rand “Hawaii” as well in view of the 
recent act of Congress and approval of the law extending statehood 
to Hawaii. 

On page 15, the next change—about the middle of the page, deletes 
the limitation on the use of $1 million under this appropriation for 
eradication of vesicular exanthema of swine. This, as you know, we 
og fe to finance in the regular appropriation for 1960, so we will 
no longer need to use transfers of Commodity Credit Corporation 
funds. 

The next change is on page 17. Again, it involves the deletion of 
the word “Alaska,” in two places. Again also, we need to delete the 
word “Hawaii.” 


AGRICULTURAL CONSERVATION PROGRAM SERVICE 


The changes on page 42 have to do with items which have already 
been discussed. 

On page 43, about the middle of the page, it is proposed to delete 
the language providing that no change shall be made in the 1959 pro- 
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gram restricting eligible requirements unless such change is recom- 
mended by the county committee and earn by the State committee, 

I believe this proposal was discussed at some hearing earlier. 

Mr. Anpersen. Let me ask you, Mr. Grant, why is it proposed to 
delete that? You feel it is no longer necessary; is that it? 

Mr. Grant. As I understand it, Mr. Andersen, the proposal is made 
because we feel that the development of the ACP program is a joint 
operation including extension service people, the soil conservation dis- 
tricts, the other State organizations, including the Forest Service of 
the Federal Government; and that this would tend to preclude the 
development of a program which reflects the feeling of this interested 
group. It is believed that this broader group should continue to de- 
velop this program to meet State needs, and that the State and county 
committees would still have the authority to include in their pro- 
grams whatever they felt they should have. 

Mr. AnpERsEN. Well, now, in other words, you are doing away 
with the item as agreed to last year; is that it? 

Mr. Grant. That is the proposal ; yes, sir. 

Mr. AnpERSEN. I would have to object to that, Mr. Chairman. 

Mr. Wuirten. You do not object to him proposing it, do you? 

Mr. Anversen. To the proposal to strike? 

Mr. Wuirten. You do not object to him proposing it? 

Mr. Anversen. That is his privilege. 

Mr. Grant. It tends to complicate the system of administration. 

Mr. Anpversen. I understand the system very well, Mr. Grant. 

Mr. Wurrren. In connection with that, I would like to ask you this 
question. It has been reported to this committee, as you have heard, 
that in some States the State committees have in effect vetoed that 
directive by reducing the allocation of funds to counties that do not 
follow the State committee’s advice. 

Now, for that language which I presume the committee will insist 
on keeping, if we were to write it as follows: 

Provided further, That no change shall be made in such 1960 program in alloea- 
tion of funds or otherwise which will have the effect— 
and so forth. Would that have the effect of preventing them from 
cutting down money ? 

Mr. Grant. I believe it would, Mr. Chairman. 

Mr. Wurrren. I want you to give more thorough thought to it and 
advise us as to whether that language will meet the need. 

Mr. Grant. I believe it would have that effect. 

Mr. Wuirren. Yes. You may proceed. 


EMERGENCY CONSERVATION MEASURES 


Mr. Grant. The next change is on page 49 under “Emergency con- 
servation measures.” ‘The Supplemental Appropriation Act of 1959 
included a provision extending the availability of emergency conserva- 
tion measuresmoney. Thissimply deletes that authority. 

The next change is under the “Agricultural Marketing Service” on 
page 51-—— 

Mr. AnpersEN. Just aminute,now. Just what does that do? 

Mr. Grant. The provision in the Supplemental Appropriation Act 
of 1959, Mr. Andersen, made these funds available until expended. 
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They are available without time limit now. So the deletion of these 
words has no effect; the funds remain available until they are ex- 
ended. ' 
7 Mr. Anpersen. In other words, the language is superfluous, is that 
it? 

Mr. Grant. It is now; yes, sir. , 

Mr. Anpersen. It has no effect on whether or not the money is 
kept available ¢ ; 

Mr. Grant. It has no effect whatsoever. It remains available 


until expended. 


AGRICULTURAL MARKETING SERVICE 


On page 51 under the “Agricultural Marketing Service,” it is 
proposed to delete the words “ascertaining, collating, or” and the 
words “a report stating the intention of farmers as to the acreage to 
be planted in cotton.” 

This change comes about because Public Law 85-430, approved 
May 29, 1958, authorizes the Department to provide preplanning esti- 
mates of growers’ acreage plans for cotton on the same basis as has 
been regularly reported in March for 17 other important crops. The 
yrovision in the appropriation act and the basic law heretofore 
oe prevented that. On this basis cotton farmers in making their 
final planting decisions for the season would have the benefit. of a 
systematic preseason appraisal of total cotton planting plans in the 
same manner as the producers of most other major crops. 

This is simply to make the change in the appropriation language 
consistent with Public Law 85-430. 

The next change, under the “School lunch program” on page 59, 
is the proposal to delete the language relating to the transfer of $35 
million from section 32 funds, which has been discussed previously. 


FOREIGN AGRICULTURAL SERVICE 


Under the “Foreign Agricultural Service,” page 67, new language 
is proposed which would provide for the transfer of not to exceed 
$2,593,000 of section 32 funds to be merged with the funds available 
and appropriated under salaries and expenses. 

The amounts being transferred primarily for market development 
activities and administration of Public Law 480 are for activities 
which are somewhat similar in nature to the activities financed under 
the salaries and expenses appropriation. This proposed merger will 
facilitate budgetary review of the total scope of related activities 
and will simplify accounting and other administrative work. 


LIMITATION ON USE OF FOREIGN CURRENCIES 


The second proviso proposed to be added would set a limit on the 
dollar equivalent of foreign currencies generated under Public Law 
480, which can be used for expenses of agricultural attaché service 
and for general operating expenses of the Foreign Agricultural 
Service. } 

Mr. Anpersen. Now, Mr. Grant, what is the need for that lan- 
guage? In the first place we all recognize that that foreign currency 
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is practically worthless as far as our Nation is concerned. We own 
it over there and cannot spend it. It is not worth a dime to us un- 
less we can make use of it in market development abroad. 

I don’t see any reason to put this limitation on there. We may 
decide that we could very profitably spend more than that amount for 
the expenses and work of the agricultural attachés of some foreign 
country. What is the objection. to being liberal with foreign cuz- 
rency in that regard? Why that limitation ? Why that $560. ),0002 

Mr. Grant. The $560,000 includes about $200,000 for the agricul- 
tural attachés and $360,000 for the expenses ‘of the Foreign Agr icul- 
tural Service in administer ing the title I market development projects 
overseas. The purpose in including the language in this way was to 
let. the Congress know how much is being ‘used for those purposes, 
which are similar to the general purposes for which the salaries and 
expenses appropr iation is used, to show the total picture of the funds 
used in this area so that the Congress could pass on the proposal as 
a whole. That is the only purpose for this proposal. 

Mr. Anpersen. Did you find any misuse of these local cv “rencies 
this past year? 

Mr. Grant. I know of no misuse of them, no, sir. 

Mr. Anpersen. I think here is one of the best places in the world 
where we could utilize some of these francs and pounds and so forth. 

Mr. Wuirten. I appreciate the question my colleague asked. But 
on the other hand, the total amount of currency that 1s generated is of 
sufficient size that I think the Congress should exercise some control 
over how much ought to be used here. 

Mr. Anpersen. I agree, Mr. Chairman, but let us not be too restric- 
tive. 

Mr. Wuirren. Unless we do that we will run into this problem we 
had on the floor when this bill came up sometime before. Nobody 
would pay any attention to what use was made of these funds and we 
could run into serious trouble. So I clearly think we should ride herd 
on this. 

Now, as to how far we should go, it is a matter of opinion based on 
the evidence as to what they expected to do. 

Mr. Grant: I would like to make clear that this is $560,000 dollar 
equivalent; this is not dollars but simply the equivalent of dollars. 

Mr. AnpersENn. I understand that, Mr. Grant. 

Mr. Grant. This ineludes only the types of foreign currency ex- 

yenses which are similar to those which the Foreign Agricultural 

Service pays from its dollar appropriation. In addition the Foreign 
Agricultural Service is planning to spend several millions of dollars 
on market development projects for the projects themselves. These 
amounts are not covered by the limitation proposed in the language. 

Mr. Wuirren. I am aware of that. 

Mr. Grant. That is not in this limitation. 

Mr. Wurrrten. That is right. 

Mr. ANpERSEN. My objection, Mr. Grant, is that of placing these 
people in the straitjacket without a very careful study of what they 
can legitimately use. I agree with the Chairman that it would be well 
to put a Hmitation in there but to me w hy did you say $200,000? 

Mr. Grant. $200,000 for the attaché service itself. 
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Mr. AnpersEN. For expenses in the field in connection with their 
work in those particular countries. 

Mr. Grant. That is correct, sir. 

Mr. AnprersEN. When that is scattered between 50 some countries 
it does not leave much of a fund in each country, does it? I might 
draw you a little picture. We observed some very good work down 
in Brazil last year. We observed there several good attachés, deputy 
attachés, assistant attachés, and it seemed to me that their work was 
more or less hamstrung in the fact that they were not enabled to take 
advantage of the hiring of new additional native assistants to help 
them in certain fields where it would be very beneficial. For the life 
of me I cannot see why we should be too coneerned about the con- 
serving of what you term foreign currency which in the final analysis 
may not have any value as far as the American taxpayer is concerned. 
Of course we must keep an accounting of it. 

Mr. Grant. Yes. 

Mr. ANDERSEN. We do not want to see it squandered. 

Mr. Grant. Right. 

Mr, AnprrseN. My objection here obtains as far as the amount 
given. I would want to go into very careful study on that amount, 
Mr. Grant, before agreeing to any figure. That is all I ask, Mr. 
Chairman. 

Mr. Chairman, the main point I am trying to bring out is that I 
want to be sure that we have the right amount in there for the limita- 
tion because after all it is a limitation. 

Mr. Wurrren. It is, and I think that we should accept that, unless 
we go along and ask the Foreign Agricultural Service to come back 
and justify it on a larger basis. This is the figure that has been 
determined to fit their plans. 

Mr. Grant. That is correct. 

Mr. Wuirren. And this is in addition to the regularly appropriated 
funds that you have here. 

Mr. Grant. That is correct. 

One of the problems is, Mr. Andersen, these currencies are not always 
available in the countries where the attachés are located. 

Mr. AnperseEn. I realize that. 

Mr. Grant. Another point, if more of the expenses of the attaché 
service are _— from foreign currencies it builds up a greater pro- 
portion of the service financed in that manner. If foreign currencies 
give out some day or are completely exhausted, it would mean a cut- 
back in the attaché service or would require an increase in the dollar 
appropriation. 

Mr, ANprrsEN. I want to see good work performed through the use 
of those currencies and work for the country involved, Mr. Grant. 

Mr. Wurrren. We might proceed. 


CONSERVATION RESERVE 


Mr. Grant. The next change is under the “Conservation reserve 
program” on page V7. 

It is proposed to delete that portion of the proviso regarding the 
restriction of annual rental payments to not in excess of 20 percent 
of the value of the lands placed under contract, such value to be 
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determined without regard to physical improvements thereon or 
geographic location. 

Again this is an item that was discussed at some length a day or two 
ago. 

ie. Wuirren. As far as the local level was concerned, having had 
notice that the Department was raising rates, and then having this 
language follow it up without any notation as to intention, I think 
that the end result was to raise rentals and not to do as the committee 
and the Congress intended. 

I would hope that we would go along with striking this language 
out but substitute for it other language which might reach the point 
that we have had in mind, such as some reasonable rental for the pro- 
duction actually removed or something of that nature. 

Mr. Grant. I have not seen the material which the Commodity 
Stabilization Service is developing, but perhaps it will help in this 
matter. 

Mr. Marsuaty. Mr. Chairman, it seems to me that your point is 
well taken. It is a matter that this program has been so lax in some 
instances that I believe it is going to be necessary for us to put some 
kind of amendments in the bill because it is going to go to the floor 
and we are going to be faced with that kind of criticism from the 
Members. 

Mr. Wuirren. The way this thing worked is this: The Department, 
after this language was written, announced they were going to raise 
the average national rate. That was announced to all the State and 
county committees. Then they got the language in which we spell out 
what they should do. They put the two together. 

If we were to put in this bill a provision that no funds should be 
used to pay a rental beyond the fair annual rental for the production 
actually removed, then it would put the burden on the Department to 
make those determinations. 

Mr. Horan. Very definitely. I think we ought to give this a lot of 
thought. 

Mr. Wurirren. Because I do think the end result was bad, because 
of the notice in the papers, the announcement that the average annual 
rate was to be raised, and the language in the regulations. I think 
the two together will end up with a raise instead if aha we intended. 
We will give thought to that. 

Tuurspay, Marcu 26, 1959, 


We shall now return to consideration of the “Language changes.” I 
believe we are at page 80 of the committee print. 
Mr. Grant, you might proceed. 


ACREAGE RESERVE PROGRAM 


Mr. Grant. Mr. Chairman, we have covered a number of the 
changes. The first one which we have not mentioned is on page 80 
of the committee prin¢ and concerns the acreage reserve program. 
This change converts this item to the basis of providing only for the 
expenses of liquidating the program, including the settlement of all 
claims and the necessary audits and completion of the records. The 
language which provided a supplemental appropriation earlier this 
year is also proposed for deletion. 
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Mr. Wuirren. Mr. Grant, you might limit yourself to significant 
changes and unless we ask questions, you might just proceed. 

Mr. Grant. I am leaving out those that involve only changes in 
amounts and limitations. 


FARMERS HOME ADMINISTRATION 


The next one, on page 98 of the committee print, involves the Joan 
authorizations for the Farmers Home Administration. This change 
proposes the deletion of language inserted in the bill last year pro- 
viding for a contingency authorization of $20 million for farm own- 
ership loans and for farm operating loans. It is proposed to delete 
this language since the 1960 budget does not anticipate the need for 
a contingency fund in the fiscal year 1960. 

The next change is on page 103 in the item for salaries and expenses 
of the Farmers Home Ktnaiietration, where it is proposed to in- 
crease the limitation on the transfer of fees and administrative ex- 

nse charges from the farm tenant mortgage insurance fund from 
i million to $1.1 million. Increased receipts to this fund are antici- 
pated as a result of increased activity with respect to insured loans. 
The proposed change would permit the transfer of the increased fees 
and administrative expense charges to the appropriation for adminis- 
tration of FHA programs. 


OFFICE OF INFORMATION 


The next change is under the Office of Information at page 121. 
Because of the admission of Alaska and Hawaii as States, a change 
is needed in the language for this item to provide for the printing of 
additional copies of the ‘hoeghent Yearbook.” The lan- 
guage as proposed in the printed budget was to make the necessa 
provision for Alaska. We are now proposing revised language whic 
would authorize the additional copies of the yearbook necessitated 
by the admission of Hawaii as a State. This revision would increase 
the number of copies to 33,050 for the use of the Senate and House of 
Representatives. The copies now available to the Delegates from 
Alaska and Hawaii will be made available to the Representatives 
from the new States. So, the only change needed is to provide copies 
for the additional four Senators. 


FEDERAL CROP INSURANCE CORPORATION 


The next change is under the Federal Crop Insurance Corporation 
on page 126. I want to mention this one specifically because it is 
somewhat different from other increases in limitations which are be- 
ing proposed. In order to provide the funds required for adminis- 
trative and operating expenses in 1960, it is proposed to increase the 
limitation on administrative expenses which can be paid from capital 
funds by $330,000. That is to provide for Pay Act costs for the Fed- 
eral Crop Insurance Corporation. 
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REIMBURSEMENT TO CCC FOR SPECIAL ACTIVITIES 


The next change is on pages 156 and 157. This is a new item for 
reimbursement to the Commodity Credit Corporation for the cost 
of special activities. 

There was no similar item in the bill last year because reimburse- 
ment to the Commodity Credit Corporation was provided in a supple- 
mental appropriation. 

Under the current situation, it is proposed—the supplemental bill 
passed the House last week and includes an appropriation to reim- 
burse the Commodity Credit Corporation for the 1958 cost of these 
programs—that this appropriation provide for reimbursing the CCC 
for the estimated 1959 fiscal year costs, thereby accelerating the reim- 
bursements by 1 year in order to lessen the burden on the Commodity 
Credit Corporation borrowing authority to be sure there are sufficient 
funds available for price-support activities. To the extent that the 
estimate may not exactly provide the amount needed when the costs 
are finally determined, any additional amounts required will be 
requested in subsequent year. If the appropriation happens to be 
in excess of the amount actually needed, such excess would remain 
unobligated. 

Mr. Wuirren. How much under present conditions do they esti- 
mate? There was a change a few years ago. I wonder how you go 
about your buildup of investments here ? 

Mr. Grant. Mr. Chairman, this does not involve the appropriation 
for restoring the capital impairment of the Commodity Credit Cor- 
poration. 

Mr. Wuirren. This is for those programs they are directed to 
carry out, such as the International Wheat Agreement, Public Law 
480, and so on. 

Mr. Grant. This item includes the International Wheat Agree- 
ment, Public Law 480, the barter program, and similar special activ- 
ities, Mr. Chairman. 

Mr. Wurrren. You estimate the size that those programs will 
reach ? 

Mr. Grant. That is correct. The appropriation for restoration 
of capital impairment of CCC is still on the basis of actual realized 
losses. The appropriation requested for that purpose in 1960 covers 
the actual losses through fiscal year 1958. 

Mr. Wuirren. Proceed. 


GENERAL PROVISIONS 


Mr. Grant. The remaining changes have to do with “General Pro- 
visions,” beginning on page 171. 


PASSENGER MOTOR VEHICLES 


We propose to acquire in 1960, 425 passenger vehicles, of which 
423 would be for replacement, and 2 would be additional cars. This 
is a reduction of 41 below the number approved for fiscal year 1959. 
The Department is making very good progress in getting its total 
number of vehicles in good operating condition. The replacements 
will all be within the standards providing that cars must be at least 
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6 years old, or have been driven 60,000 miles, unless the car has been 
in an accident or, for some other reason, is unserviceable. 

Mr. Wuirren. What is your price range on cars now ? 

Mr. Grant. It is approximately $1,500 for regular passenger cars 
and $1,950 for station wagons. 

Against the price we apply the resale or trade-in value of the old 
vehicle. 

Mr. Wuirren. What about these two extra cars you are buying? 

Mr, Grant. They are both for the Agricultural Research Service. 
One is needed at the Northern Utilization Research and Develop- 
ment Laboratory in Peoria. It isa station wagon to accommodate 
official travelers with their luggage where several employees are mak- 
ing a trip together, such as travel for industrial contacts in the area. 
The vehicle is also needed to provide space for carrying samples, 
supplies, and materials frequently too bulky for passenger cars but 
not warranting the use of a truck. 

The other one is a bus for transportation of employees at the Plum 
Island Animal Disease Research Laboratory. The employees live on 
Long Island and their transportation from the ferry landing on Plum 
Island to the laboratory buildings is a distance of about a mile. That 
is on Government time and the five buses now available for such 
transportation are inadequate to carry the employees arriving on the 
ferry, even though the buses are filled to standing-room capacity. 
That sometimes means a delay of up to 30 minutes of the employees’ 
_ and there are from 15 to 20 employees having to wait at the 
erry. 

Mr. Wuirren. Do you have authority in the existing law to pay 
for the buses ? 

Mr. Grant. Yes, sir. 

Mr. Wuirren. Is there no limitation on the money ? 

Mr. Grant. The limitation is on passenger automobiles, but does 
not apply to buses. 


CONTRACTS FOR RESEARCH AND SERVICE WORK 


There is one other change, Mr. Chairman, on page 172 in sec- 
tion 406 of the “General Provisions,” it is proposed to insert refer- 
ence to the act of September 6, 1958, and to insert the word “grants”. 

This provision is to provide that not less than $1,500,000 of the 
appropriations for research and service work of the Department shall 
be used for contracts. This would extend the provision to grants 
in accordance with the act of September 6, 1958 (Public Law 85- 
934). 

It is the Department’s feeling that for basic research the use of 
grants is preferable to contracts, because it is difficult in the case of 
basic research to spell out in a contract the objectives and the specific 
requirements of the work to be carried out. Under a grant the pro- 
visions do not have to be as specific as under a contract. 

Mr. Wuirren. Do we have a copy of that law available where we 
might study it? 

Mr. Grant. Here is one, Mr. Chairman. I also have the committee 
reports. 

Mr. Wuitren. We will be glad to have them. 
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EMPLOYMENT AND OBLIGATIONS 


We would like to have inserted in the record at this point a table 
showing the employment as of February 28, 1959, by organizational 
unit—full time and other. 

We would also like a table on the amounts available and obliga- 
tions through February 28, 1959, by appropriation item. 

Mr. Grant. I will be glad to furnish those tables, Mr. Chairman. 

(The material referred to follows :) 


Monthly report of paid employment as of end of February 1959 inside and outside 
Washington, D.C., metropolitan area ! 


Part time 
Agencies Full time and inter- 
mittent 


69, 311 


Office of the Secretary: 
Imm. Office of the Secretary 
Office of Budget and Finance...-......-.-...---......-... 
Office of Personnel 
Office of Plant and Operations__...................--...-- 
Working capital fund 
Office of Administrative Management 
Office of Hearing Examiners 
Office of Information 
Office of Information working capital fund 
Library 
Office of the General Counsel 
Agricultural Conservation Program Service 
Agricultural Research Service 
Farmers Cooperative Service 
Federal Extension Service--........-.-----. saiiebebaiacianapinimeeenmansa 
I a emnlgninngunaed 
Soil Conservation Service 
Agricultural Marketing Service 
Commodity Exchange Authority 
I aC sain cininamenitiphesonbenihinans 
Commodity Stabilization Service 
Federal Crop Insurance Corporation 
Farmers Home Administration. 
Rural Electrification Administration 


' SRA Ria 


- 
al 
4 
. 
4 
= 
7 
t 
. 


1 Includes employees outside the continental United States. 
+ Includes 6,064 FHA State and county committeemen who performed service during the month. 
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Mr. Wuirren. Mr. Grant, thank you again. You make our work 
much easier than it would otherwise be. You do your job very well 
indeed. 

I think the Department has had outstanding men as budget officers, 
I say that from the first day I served here, having worked with Mr, 
Jump, Mr. Roberts, Mr. Wheeler, and yourself. You carry on ina 
very fine way. 

Mr. Grant. Thank you very much, Mr. Chairman. 
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Turspay, Marcu 17, 1959. 
SOIL BANK PROGRAMS 


WITNESSES 


MARVIN L. McLAIN, ASSISTANT SECRETARY OF AGRICULTURE 

WALTER C. BERGER, ADMINISTRATOR, COMMODITY STABILIZA- 
TION SERVICE 

H. LAURENCE MANWARING, DEPUTY ADMINISTRATOR, PRODUC- 
TION ADJUSTMENT, COMMODITY STABILIZATION SERVICE 

THOMAS E. HAMILTON, DIRECTOR, SOIL BANK DIVISION, COM- 
MODITY STABILIZATION SERVICE 

ROBERT P. BEACH, ASSISTANT DEPUTY ADMINISTRATOR, OPERA- 
TIONS, COMMODITY STABILIZATION SERVICE 

CLAUDE T. COFFMAN, ASSISTANT FOR SOIL BAND AND FOREIGN 
AGRICULTURE, OFFICE OF THE GENERAL COUNSEL 

R. W. HEINEN, ASSISTANT TO THE ADMINISTRATOR, SOIL CON- 
SERVATION SERVICE 

LAURENCE E. LYMAN, CHIEF, BUDGET BRANCH, SOIL CONSERVA- 
TION SERVICE 

FRED G. RITCHIE, DEPUTY ADMINISTRATOR, AGRICULTURAL CON- 
SERVATION PROGRAM SERVICE 

W. S. SWINGLER, ASSISTANT CHIEF, FOREST SERVICE 

CHARLES L. GRANT, DIRECTOR OF FINANCE AND BUDGET OFFICER, 
DEPARTMENT OF AGRICULTURE 


CONSERVATION RESERVE 


Program and financing 





1958 actual | 1959 estimate |1960 estimate 























= pega - - | 
| 
Program by activities: Conservation reserve (total obli- 
a ES Bt Ee a aS $134, 077, 353 | $145,000,000 | $360, 370, 000 
Financing: U nobligs ited balance no longer available__.......-- 19, 110, 169 Tem 
Now obligational authority. 5 ncscknncceccccccocsunsssne 153, 187, 522 _™, 000; 600 360, 370, 000 
New obligational authority: 
DOITIOGINE tin... «.0Jsu0 diainGeninnsdpaeneemntiniiiuuiis 162, 940,000 | 200, 000, 000 360, 370, 000 
Transferred (72 Stat. 243) to— 
“Salaries and expenses,’? Agricultural Research 

I snes <a on catien ke dess Gated acai Sr Is a ican li 
“Salaries and expenses,” F armer Cooperative Service- EE Vichabndiseewtaw i 
“Conservation oper ations,” Soil Conservation Service. nD OO BID No ira cnicdcans aaa 
“Marketing research and service,’’ Agricultural 

DE REOUINE HRD V IR in cn cuiowscsuneces semdiresnambe PCM Uo niaon aiagitivicbntlic Gotrd eds acl datnnn 
‘Salaries and expenses,’’ Foreign Agricultural Service. PONG MUU | sacs Liv ov iagatst cs rcel igs dncoenapanediedace 
“Salaries and expenses, ’”> Commodity Exchange Au- | 

NN. =n oncanmieiscenuaaand benaniee abamaanens PS I I ht inside ie ais 
“Acreage allotments and marketing quotas, ” Com- 

modity Stabilization Se hn a RE ee <O59R, SOP Li cenwwsichenenalecectdeseseens 
“Salaries and expenses,”’ Rural Electrification Admin- 

Astration a ee ee eee SENET. .caeucceudans COT TN 
“Salaries and expenses,’’ Farmers Home Administra- 

NR  canadts éddemetenmendbandsdaud «oknbuiimka ph, BERGEN lesinsnen chs selschicnissaneunie 
“Salaries and expenses,’’ Office of the General Counsel. RE Cah intincpnahhenalieiieaniaas anaes 
“Salaries and expenses,’’ Office of the Secretary_...-.- EE, MP tac tcncbatinstetouGetibnaesnes 
‘Salaries and expenses,’’ Office of Information. --.-.--- WE to cnasnsndgenentnehanncanhiks 
“Salaries and expenses,’’ Library-.-.-.-......-......-.. 9 Dee lo seiccadsnnd dhbdesacuante 
“Forest protection and utilization,’’ Forest Service....| —2, 211,305 |_.......-....- bidawesapedwece 

Appbepridtion: (HAIMGIG) w 6b ocwcadescnnssccnscsnces 153, 187, 522 200, 000, 000 360, 370, 000 
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Obdject classification 
ssc stn ein in ati nein 


1958 actual | 1959 estimate | 1960 estimate 














—. 


COMMODITY STABILIZATION SERVICE 


03 Transportation of things.............-..- ial acre aaah dl Oh BUR hic accngetnnsl acca cee 
G6 Printing atid reprodwotion . .. 262s cce ccc csc cc ceo cscs 59, 904 $100, 000 $125, 000 
07 Other contractual services: Advanced to— 
“Administrative expenses, sec. 392, Agricultural 
Adjustment Act of 1938’ (7 U.S.C. 1392)_._.......-- 2, 000, 000 1, 960, 107 2, 346, 000 
“Local administration, sec. 388, Agricultural Adjust- 
ment Act of 1938, Agriculture” (7 U.S.C. 1388)_..... 12, 000, 000 12, 836, 900 15, 171, 90 
11 Grants, subsidies, and contributions: Conservation 
Ce Oe INS dactnuce-debaocetconencseseusenacn 114, 933, 508 126, 722, 169 339, 052, 000 











Total, Commodity Stabilization Service. .............-. 128, 997, 715 141, 619, 176 356, 694, 900 





ALLOTMENT ACCOUNTS 
































Total number of permanent positions_.................-..---. J 50 7 
Full-time equivalent of all other positions._............-..-.-- 18 26 2» 
Average number of all employees. --.......-.------.---.---..- 151 125 157 
Number of employees at end of year--...............-...--.--. 61 50 vi 
Average GS grade and salary-...........--...---...-.--..-.-- 6.5 $4,974|6.8 $5,608) 6.9 $5,605 
01 Personal services: 
I sal seamen $833, 051 $732, 797 $806, 373 
Positions other than permanent-_-_.__-....- bhatt 56, 535 79, 630 94, 872 
OURNOE SION, BOERNE oo 6 nnn nnnccensncncseccsune 3, 969 2, 186 3, 71 
Total personal services.............. sndetiininedily telat decacets 893, 555 814, 613 995, 016 
a oe eakmsbadesedaaeaiaeawe 34, 095 42, 300 7, 700 
SS Transportation of things.................20.5-20cssce kus 852 800 700 
O64 Commimicntion esrvieess os. cies ccecn cn. cscs esd nies 24,175 11, 000 11, 20 
Ne ee cccwkcoukencninomsinn se 3, 391 3, 000 3, 500 
06. Printing and reproduction... ............5..-..-...2-.... 20, 224 4, 200 2, 800 
Gy Utner Contractual services... . .............-...eeneeneoss 55, 557 55, 840 51,940 
Services performed by other r age wien... sedan kts 153, 397 16, 152 13, 952 
a acs weiner eiiddacaionblssmions 18, 293 20, 397 21, 20 
I a lec ls 4, 563 2, 400 1,850 
ae ee enn IR on 88s banca cneenaucnnscmene fee eee 
11 Grants, subsidies, and contributions_-...............-.-.-.- 3, 847, 223 2, 408, 272 2, 523, 042 
13 Refunds, awards, and indemnities...............-..-..... 435 10 3 
oe ene ee I oe ca onwetmecewomesen 2, 327 1, 840 2, 125 
ciel leas docs td Vacciatied,  elpriails bs dilhdiduacdinedsolaenadennewiel 5, 079, 731 3, 380, 824 3, 675, 10 
Deduct quarters and subsistence charges................-..-.- 93 |-------------- .ineus agli 
OCs, GiOOI, GOOUTINGE. nics escnduccemasecsctessss 5, 079, 638 3, 380, 824 3, 675, 100 
IN id ds ei Dien cid Rnicncnccctedannniees 134, 077,353 | 145, 000, 000 360, 370, 000 
Obligations are distributed as follows: 
Commodity Stabilization Service......................... 128, 997, 715 141, 619, 176 356, 604, 900 
Agricultural Conservation Program Service...........--.-- 8, 547 21, 424 14, 0 
I i 4, 243, 267 2, 596, 000 2, 716, 000 
as Ghee wetinns Gree. ek ann nccecccnnennns 776, 967 703, 500 820, 000 
SpueOe 8 Glen CIGINOTEE CORIIEL |... ob. oc conenneacces 43, 337 51, 000 116, 000 
Pan Or SURI oa Sacco subi eerdcadctbee ’ 8, 900 8, 90 











ACREAGE RESERVE 


Program and financing 


1958 actual | 1959 estimate | 1960 estimate 


Program by activities: Acreage reserve (total obligations) ...__| $522, 185,383 | $609, 450, 000 $1, 050, 000 
Financing: Unobligated balance no longer available 64, 



















New obligational authority. __...........-......-..-.---| 522, 250,000 | 609, 450, 000° 1, 050, 000 












New obligational authority: 
AIR cote oes ah Tene 600, 250,000 | 609, 450, 000 1, 050, 000 
Transferred to “Commodity Credit Coie fund’ 

(ya end. Bi). 2.2 e. pu hes erase ee Cruse tec ensues WN OTE Tocnccsceaesns 












Appropriation (adjusted). _....._--- bier keane ae 522, 250,000 | 609, 450, 000 1, 050, 000 


iain ia aimee ta i i iia tallies italia laa iter made 
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ostimate 
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Object classification 





1958 actual | 1959 estimate | 1960 estimate 





COMMODITY STABILIZATION SERVICE 





























ie en OE Oo cs nas uciemcnheeperiecensnwenen $5, 726 Gros ctes nak 
06 Printing and reproduction. _-_-..............--.-.--.----- 200, 342 | gd ies eee 
07 Other contractual services: Advanced to— 
“Administrative expenses, sec. 392, Agricultural Ad- 
justment Act of 1938” (7 U.S.C. 1392)_..-_..-.----.. 3, 640, 000 4, 302, 058 $200, 000 
“Local administration, sec. 388, Agricultural Adjust- 
ment Act of 1938, Agriculture” (7 U.S.C. 1388) __-_-- 30, 749, 000 14, 511, 492 800, 000 
11 Grants, subsidies, and contributions: Acreage reserve pay- 
iia: sanerdadanevetuanecncadsdenyouseegentenaueuaes 487, 534,315 | 590, 453, 550 |_............. 
Total, Commodity Stabilization Service. -.-......---.- 522, 129,383 | 609, 367, 100 1, 000, 000 
ALLOTMENT ACCOUNTS : 
Total number of permanent positions--_.-.........-.-.-.-.---- 14 14 7 
Average number of all employees. -..-..........-.-..---.----- 8 10 6 
Number of employees at end of year__-....--....---.--------- 6 10 6 
Average GS grade and salary. ............-.---.-------------- “8.1 $6,111 | 8.0 $6,833 | 82 $7,037 
01 Personal services: 
SII III 6 <n iectnt siesmipabininadinimuiadhoamenaincd $48, 298 $70, 265 $42, 325 
Positions other than permanent--...-..-.......------- 153 324 330 
Tel SIGIR BEET asics vases accs ncekegnléctanens 48, 451 70, 589 42, 655 
WD RRO none nc encthtibndevisdond dddbwontutt eddie didn 1, 445 3, 725 3, 500 
OD “Deer CRO 08 TINO wo nsiauces dls siden cy ght oiddamneSuabsereprnosti’ it icine qiniasiane 
ee REREEOND GWE occ canncnscsncouewnennneuaeein 142 550 500 
@ Printing end reproduction... =. . <2. 2.2... ssc cceceecceee 675 800 200 
07 Other contractual services. .................--....-....... 228 300 225 
Services performed by other agencies............-.---- 1, 009 Dig his inncns antenieensane 
ie: RR SE SN a ss oonccctctgrabadnehagannaeaaaie 71 721 150 
iP) PNG, ne co cwnicncavessncrsnnscektobbenullbameuhedsed 949 Se 
ll Grants, subsidies, and contributions. -_-............-..--.- 3, 030 4, 665 2,770 
Total, allotment Qo0numts ng... .nicnccnvdiccucocceccstieucee 56, 000 82, 900 50, 000 
I eg aah ail  §22, 185,383 | 609, 450, 000 1, 050, 000 
Obligations are distributed as follows: ae Ci > A: 
Commodity Stabilization Service _..............-...------ 522, 129,383 | 609, 367, 100 1, 000, 000 
‘pence Of the Gemeres COUNIG oni itn eco cctddnddsmddee 43, 285 69, 500 50, 000 
CE OE SE iiinico nck hn cde debencadsuesesnsaunes 12, 715 We teibctunaawwaue 





Mr. Wurrten. The committee will come to order. 
We have with us today Assistant Secretary of Agriculture McLain 
and his associates who have to do with the soil bank program. 


JUSTIFICATION OF THE EstTIMATES FOR CONSERVATION RESERVE PROGRAM 


With reference to the conservation reserve program, I would like 
to put in the record pages 169 through 171 and pages 177 through 190 
of the justifications. 

(The pages referred to follow :) 


CONSERVATION RESERVE 
PURPOSE STATEMENT 


Conservation reserve programs are authorized for 5 calendar years from 1956 
through 1960. The objective of the program is to help adjust total crop acreage 
more nearly in line with demand by withdrawing from 30 to 35 million acres of 
cropland from production and to establish and maintain sound conservation 
practices on the land placed in the conservation reserve. It is a voluntary pro- 
gram under which farmers sign contracts, and the Government, in return, 
assists producers by sharing the cost of establishing conservation practices, 
and by making annual payments during the term of the contract. The Soil 
Bank Act provides that the Secretary may not enter into contracts with pro- 
ducers which would require payments to producers in excess of $450 million in 
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any calendar year. The 1959 Appropriation Act changed this limitation to $375 
million for the calendar year 1959. The 1960 budget estimate proposes to con- 
tinue this limitation of $375 million for the calendar year 1960. 

Producers participating in the program receive up to 80 percent of the cost 
of establishing permanent conservation practices on the land and an additional 
annual rental for the land placed in the reserve. The annual payment, of about 
$13.50 an acre nationally, is based on the value of the land for producing crops, 
land rent rates in the locality, and necessary incentive to encourage participa- 
tion. The payments are made by negotiable sight drafts which are redeemed by 
the Commodity Credit Corporation. 








Appropriation 
I ol i nscale nage ap ces ec on voice vn ane ms oo epn $200, 000, 000 
Ie CIN pO a tide iecenatin pk Stic cs ea asda ahdmedalissiaindin a oemadonRIea te 360, 370, 000 
Conservation reserve 
IRE TRIN PON ee ene $200, 000, 000 
SPUN. TOON lect imaicrie nn aiid aie NES SR Aa, walk gs simmer aetonsax aetna —55, 000, 000 
NN a i i reine erie maennineiaed 145, 000, 000 
Rr TINCT, TI i ie ess rhea eis enn en 360, 370, 000 
RN a ath mentite (honasissininccmmbien +215, 370, 000 


Summary of increases, 1960 


Increase in program payments to producers under 1959 pro- 
gram of $375,000,000 compared with the 1958 program of 


rN ne san ca ecules ani On aR EEO + $212, 348, 181 
Increase in operating expenses due to expanded activities______ +3, 021, 819 


Project statement 














Project 1958 1959 (esti- | Incres ase (+) or | 1960 (esti- 
| mated) decrease (—) mated) 

‘cntieietiaieetiiaih ilashiiaaabiphsaiieteatesaidiateinatendaiae tore ences a woman nies 
1. Conservation reserve: 

(a) Program payments. - - ----| $118, 401,941 | $128, 703,819 | +$212, 348, 181 $341, 052, 000 

(L) Operating expenses. - --- 15, 675, 412 | 16, 296, 181 | +3, 021, 819 19, 318, 000 

(c) Reserve-__-- (adn By | 55, 000, 000 | — 55, 000, 000 ba cawaeccossee 

. | on —E———EEee _ — — | eS 
Total, conservation re- e 

serve | 134, 077, 353 L. 200,000,000 | +160, 370,000 360, 370, 000 

Unobligated balance_ ---- | 19, 110, 169 : ; = 

Total pay act costs (Public Law 85-462). (113, 509] | [236, 780) | [+-40, 320) | (277, 100] 

Total available or estimate- | 153, 187, 522 | 200, 000, 000 | 4-160, 370, 000 | 360, 370, 000 

Transferred to other agencies for pay | | 
act costs (72 Stat. 243-244)._.......- 9, 752, 478 . enfeonsahusacacses ee 
Total appropriation. --.......----] Peale | P= Ee 2 3 | na Le ; — ama een 


The following table outlines the estimated financial requirements of the con- 
servation reserve prorams, and shows the distribution of these requirements by 
fiscal years. 
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Estimated requirements, conservation reserve program, 1956 through 1959 programs 
in fiscal years 1958 through 1960 


eee —-?Ss—O—OoOon0seerhe_73OS ooo 


Fiscal year 


1958 | 1959 1960 


emo ey 


Type of expense 


Program expenses: 
Annual rental payments: 
po , iatanieetec pail aoa $56, 587,873 | $87, 785, 000 $87, 785, 000 
BR DON iss cgon an eeege st conpetanerend=dp agus —ekvesenenp aso sal egpesin:t div ies aeape 201, 000, 000 





Total, annual rental payments_..............-..---- 56, 587, 873 87, 785, 000 288, 785, 000 
Practice payments: 
Re Ns ais ia pgs tras we De cin fied sasha ; aim 58, 345, 725 
1056-09 COMSTACES..... oc cnccnenensckecueness 
SSM DUNO. cnc miininsoniubidnaens : 
Reserve-- awe eee = weré hace RM 55, 000, 0CO 





























Production of forest tree se eedlings Dike aud aan teers : g 468, 343 1, 981, 650 2, 000, 000 
Total, program expenses (including reserve)-.......-..--- 118, 401, 941 183, 703, 819 341, , 052, 000 
Operating expenses: 
Commodity Stabilization Service: 
National and ASC State committees (sec. 392)_......- 2, 064, 117 2, 060, 107 2, 471, 000 
ASC county committees (sec. 388). .........-..--.-... 12) 000, 000 12, 836, 900 15, 171, 900 
Subtotal, Commodity Stabilization Service_.......- 14, 064, 117 14, 897, 007 17, 642, 900 
Agricultural Conservation Program Service i as 8, 547 21, 424 14, 200 
Forest Service - - - patie Ac edearrs iA coda 774, 924 614, 350 716, 000 
Soil Conservation Service ae a chang Sete codialed 776, 967 703, 500 820, 000 
Office of the General Counsel enna dis incnmaaaa aaa 43, 337 51, 000 116, 000 
Seen ast SHURE... oss onic ks midddeneceeeammeamenadie 7, 520 8, 900 8, 900 
Total, operating expemsecs.....< .... 5. 6cc ssi secs cseee 15, 675, 412 | 16, 296, 181 19, 318, 000 
eel, COVLINE Gabon TOROTUG...... .cccsaccvcacuchodsuse a 07, 353 200, 000, 000 360, 370, 000 
Unobligated balance ete oon tae 19, 110, UY Vise dreseac anes tadl seein 
Transferred to other agencies for pay costs. oan eli ssl eee 9, 752, 478 Diaanecnpddtindiatink sande 
Total appropriation or estimate-__ 


ana aque wight 162, 940, 000 200, 000, 000 360, 370, 000 


STATUS OF PROGRAM 


Major provisions of program 

1. Objective—The conservation reserve program is part of the overall program 
to prevent the production of excessive supplies of agricultural commodities. Its 
purpose is to (1) adjust crop acreage more nearly in line with demands by 
withdrawing cropland from production, and (2) establish and maintain sound 
conservation practices on the land withdrawn. The Government assists farmers 
agreeing to withdraw land for a specified period of years by sharing in the cost 


of establishing long-term conservation practices and by making annual rental 
payments to farmers cooperating in the program. 

2. Size of program.—The Soil Bank Act provides that the Secretary shall not 
enter into contracts which would require payments to producers in excess of 
$450 million in any calendar year. The 1958 Appropriation Act limited use of 
the funds appropriated to the making of contracts with producers which with 
those already entered into would require payments to producers not in excess 
of $325 million in any calendar year and provided that for purposes of applying 
this limitation, practice payments shall be chargeable to the first year of the 
contract period. The 1959 Appropriation Act provides a $375 million program 
authorization in any calendar year. 

3. Removing land from production.—A produc er who wishes to participate in 
the conservation reserve program must sign a contract in which he agrees to 
remove cropland from the production of crops and devote it exclusively to conser- 
vation uses. This land is placed in the conservation reserve. The producer may 
be paid 50 to 80 percent of what it costs to establish protective cover or certain 
other conservation practices, or may be furnished with materials and services 
for carrying out such practices. The annual payment paid to a producer for 
acres placed in the reserve compensates in part for the income a producer may 
expect to receive had crops been grown. 


33913—59—pt. 3——_55 
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4. Use of land in conservation reserve.—A producer participating in the pro- 
gram agrees, among other things, (@) to establish or maintain protective cover 
(grasses, legumes, or trees), water storage or some other approved conservation 
practice on designated acres, ()) not to harvest any crops from these acres, ex- 
cept timber in keeping with good forestry management, (c) not to pasture these 
acres during the contract period, except as may be approved by the Secretary, 
and (d) to limit the crop acreage on the farm to what is known as the soil bank 
base established by the ASC county committee. In general, the soil bank base is 
the acreage that normally produces soil bank base crops such as grain sorghum, 
wheat, cotton, soybeans, potatoes, sugar beets, seed crops, and so forth. 

5. Duration of program and length of contracts.—Producers may negotiate 
contracts during a period of 5 calendar years from 1956 through 1960. The 
minimum conservation reserve contract is for 3 years, the maximum 10 years, 
except for tree cover which may be 15 years. Three-year contracts apply 
only to land on which adequate protective cover exists and no cost-sharing 
practices are required. 

6. General provisions.—Among other things (@) producers must be in com- 
pliance with all acreage allotments and the farm soil bank base, except that 
if the wheat allotment is less than 15 acres the farm may not have more than 
15 acres of wheat, unless participating in the feed wheat program which allows 
up to 30 acres, or if the peanut allotment is less than 1 acre, the farm may not 
have more than 1 acre of peanuts; (0b) tenants and sharecroppers have full 
right to share in benefits; and (c) a farmer’s historical acreage for allotment 
purposes will be protected. 

7. Advances to Commodity Credit Corporation.—The Soil Bank Act author- 
izes the Secretary to use the facilities of the Commodity Credit Corporation 
in administering the soil bank programs. Payments to producers are made by 
the issuance of sight drafts which are redeemed by the Corporation. The act 
specifies that after June 30, 1957, the Commodity Credit Corporation shall not 
make any payments for the soil bank programs unless it has received in ad- 
vance funds from appropriations made for this purpose. 

The amount of payments due under each program is based on approved con- 
tracts and agreements. The timing of the payments by fiscal years is more dif- 
ficult to predict and is dependent upon the producer’s completion of per- 
formance. 

The $114,933,598 advanced to the Commodity Credit Corporation during the 
fiscal year 1958 was $19,932,525 in excess of the payments made to producers. 
This latter amount, therefore, was available for program payments after June 
30, 1958. The excess of funds advanced from the conservation reserve program 
to the Corporation in the fiscal year 1959 which will inevitably exceed the actual 
value of sight drafts issued, will be retained in the Corporation to cover the 
issuance of sight drafts in the fiscal year 1960. 

8. Payments.—Two kinds of payments are made under the conservation re 
serve program. They are— 

(a) A cost-sharing payment to assist in the establishment of soil and 
water conservation practices on the land designated for the conservation re 
serve. This payment, determined by State and county ASC committees, 
ranges from 50 to 80 percent of such costs, except that practices for the es 
tablishment of water and marsh management and the construction of dams 
and ponds are on a sliding scale from 80 to 20 percent of the cost, and the 
practice of establishing cover beneficial to wildlife is based on the cost of 
other specified practices. Cost-sharing payments are made only in case of 
contracts covering a period of at least 5 years. 

(6) An annual payment on the land put in the conservation reserve. 
This is a per acre rate multiplied by the number of acres put in the con- 
servation reserve. The national average approved per acre rate for the 
1956, 1957, and 1958 programs was $10 and for the 1959 program is $13.50 
for the reserve acreage representing a reduction in the soil bank base crops. 
This varied among States and counties. For the 1956-58 programs the 
annual payment per acre was 30 percent of the above rate where the re 
serve acreage provides no reduction in soil bank base crops, and for the 
1959 program 50 percent. Total annual payment to any farm producer it 
any: year was limited to $5,000. Under certain conditions the Secretary 
has authority to approve payments in excess of $5,000, but for the 1956, 
1957, and 1958 programs this authority was not exercised. 

(c) Accomplishments in the calendar year 1957 under the 1956 and 1957 
programs are as shown in the following tables I, II, and ITI. 
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TasBLE 1.—Participating farms, payees, and amount of assistance, 1956 and 1957 
contracts only, calendar year 1957 


























































































Individuals} Individuals Amount of payment ! 
Participat-| receiving | receiving A 
ing farms annual practice 

payments | payments Annual Practice Total 
oS ees | 
Number Number Number 
824 838 411 $197, 445 $454, 910 $652, 355 
38 38 27 1, 342 6, 911 8, 253 
131 132 86 6, 232 18, 218 24, 450 
14 14 6 1, 884 2, 509 4, 393 
6 6 3 611 632 1, 243 
2, 192 2, 215 1, 322 678, 969 1, 085, 217 1, 764, 186 
165 | 165 63 60, 799 46, 431 107, 230 
1,166 | 1,195 404 328, 807 169, 820 498, 627 
4, 536 | 4, 603 2,322 | 1,276,089 | 1,784,648 3, 060, 737 
1, 260 1, 298 674 374, 470 306, 751 681, 221 
683 708 428 211, 484 280, 652 492, 136 
313 344 209 126, 317 183, 228 309, 545 
2, 743 2, 795 1,175 803, 536 642, 974 1, 446, 510 
3, 129 3, 188 1, 288 1, 036, 363 754, 268 1, 790, 631 
7, S41 | 8, 281 5, 853 5, 181, 832 2, 451, 479 7, 633, 311 
1, 192 1, 280 903 560, 210 378, 250 938, 460 
1,871 | 1, 963 1,478 564, 156 1, 789, 310 2, 353, 466 
3, 595 | 4,417 3, 677 4, 579, 418 2, 590, 766 7, 170, 184 
3,914 4, 724 3, 918 3, 536, 265 2, 787, 958 6, 324, 223 
1, 619 | 1, 954 1, 306 862, 711 574, 993 1, 437, 704 
2, 853 3, 501 2, 348 2, 131, 596 1, 143, 071 3, 274, 667 
31,013 34, 453 23, 257 | 19, 968, 358 | 13, 883, 700 33, 852, 058 
23 25 20 10, 747 18, 816 29, 563 
318 332 168 123, 243 109, 801 233, 044 
292 296 228 54, 796 68, 646 123, 442 
57 | 57 25 7,079 6, 013 13, 092 
1, 235 | 1, 267 1, 024 258, 525 351, 792 610, 317 
2, 774 | 2, 834 1, 686 879, 305 489, 676 1, 368, 981 
4, 434 4,618 2, 788 1, 681, 531 1, 158, 850 2, 840, 381 
891 903 772 453, 197 468, 814 922, 011 
10, 024 10, 332 6, 711 3, 468, 423 2, 672, 408 6, 140, 831 
651 672 406 166, 997 302, 089 469, 086 
1, 291 1, 338 1, 104 339, 569 718, 928 1, 058, 497 
2, 004 2, 065 1, 360 429,981 | 488, 055 918, 036 
1,412 1, 434 895 465, 868 | 469, 689 935, 557 
1, 420 | 1, 507 1, 030 466, 877 545, 042 1, 011, 919 
518 | 538 | 320 132, 704 72, 082 24, 786 
5, 296 6, 107 4, 426 3, 257, 461 1, 341, 267 4, 598, 728 
14, 357 17,477 | 12, 227 | 15, 344, 213 7,497, 712 22, 841, 925 
26, 949 | 31, 138 21,768 | 20,603,670 | 11, 434, 864 32, 038, 534 
455 | 507 | 401 670, 509 285, 905 956, 414 
246 291 204 333, 798 169, 612 503, 410 
193 216 155 225, 762 72, 574 298, 336 
2, 294 2, 754 1, 041 3, 377, 822 | 443, 057 3, 820, 879 
2,775 3, 496 2, 233 5, 288, 964 1, 493, 000 6, 781, 964 
57 70 58 93, 864 53, 273 147, 137 
442 497 375 | 657,071 | 384, 853 1, 041, 924 
1 1 |} 1 91 | 226 | 317 
187 210 130 177, 623 108, 811 | 286, 434 
441 494 261 420, 023 249, 441 | 669, 464 
178 195 64 265, 046 109, 205 | 374, 251 
7, 269 8, 731 4,923 | 11, 510, 573 3, 369, 957 14, 880, 530 
79, 791 89, 257 58, 981 | 56,827,113 | 33,145,577 | 89,972, 690 


' Excludes $311,732 of annual payment and $65,322 of practice payments, withheld, refunded, or forfeited 
due to contract violations or other reasons. 
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9. Term contracts.—The conservation reserve program, because of the term 
contracts, accumulates its accomplishments each year that new contracts are 


accepted. 


The program in the calendar year 1958 not only includes the new 


contracts signed under the 1958 program but also the acreage contracted under 


the 1956 and 1957 programs. 


10. Participation in 1958 program.—The following tables IV and IV—a are 
tabular statements showing the participation during the 1958 program year. 
Table V shows the payments made during the fiscal year 1958, and Table VI 
shows the practices carried out in the 1957 program year on new 1958 contracts. 


PROGRESS REPORT AS OF JULY 15, 


1958 


TaBLE IV.—Number of contracts, total acreage under contract, annual payment 
obligations for the 1958 program and cumulative practice obligations 









































Contracts Annual Practice Total an- 
signed— Acres payment payment nual and 
Cumula- under obliga- obliga- practice 
State and region tive, 1956, | contract— | tions—1958 | tions—Cu- | payment 
| 1957, and cumula- program mulative obliga- 
| 1958 tive year 1956, 1957, | tions—Cu- 
and 1958! | mulative 
Number Acres 
GL: «+ tec eo lk buenneab ampopawcmanke 1, 490 58, 415 $453, 196 $941, 835 $1, 395, 031 
SG a eee ae ee ee 114 | 1, 994 | 14, 531 63, 615 78, 146 
DEE. ctiacannmdiambennea aohmeneeaced 305 | 6, 060 45,175 | 151, 661 196, 836 
EE ts) uc cckcucsaccotenduemes 31 519 4, 571 | 14, 578 19, 149 
IR not ee ener a Son eredanaee : a ee Sth eee 
a 12 277 2, 404 | 3, 844 | 6, 248 
I ic hadk te retake dina ini csc won doar caemcai 3, 533 135, 855 1, 201, 690 2, 475, 137 3, 676, 827 
C2 0... (toe assandac@ndwoawdad | 211 7, 469 84, 809 125, 329 210, 138 
PEE TORN pivvccancoteadagescuonus~ascse 1,812 | 56, 214 512, 077 429, 697 | 941, 774 
Total, North Atlantic. .............. 7, 508 266, 803 2, 318, 453 4, 205, 696 6, 524, 149 
a a a i a ch ad eth airtel 1,77 51, 936 544, 276 | 549, 280 1, 093, 556 
i a ee 968 29, 265 309, 283 458, 769 768, 052 
lle Ea ae Se ee ae 456 15, 835 177, 156 346, 925 524, 081 
nS. Siem ecena cui 4,019 169, 137 1, 255, 303 1, 418, 417 2, 673, 720 
OR gs 8 - 4, 382 | 163, 319 1, 458, 944 1, 288, O89 2, 747, 033 
Minnesota .........--- ea ia 13,145 | 1,028,191 9, 444, 339 4, 967, 167 14, 411, 506 
lowa. weaned ainebitie has = autebine king 1, 687 73, 369 821, 768 673, 173 1, 494, 941 
Missouri ae erase alma 3, 433 135, 601 1, 133, 850 5, 235, 567 6, 369, 417 
I I ewauenn | 5, 773 799, 144 7,545,772 | 3,910, 769 11, 456, 541 
a i ionic eared 5, 609 610, 972 5, 349, 178 4, 337, 732 9, 686, 910 
Nebraska _...__- ; Suds dene one 2, 212 154, 167 1, 228, 631 1, 191, 159 2, 419, 790 
I ce REN SS et A 5, 716 437, 153 4, 411, 756 6, 474, 609 10, 886, 365 
Total, North Central.............- ‘ 49,171 3, 668, O89 | 33, 680,256 | 30,851, 656 64, 531, 912 
|—_—_—_—— CO  —————————— a | rs i 5 __- 
a ha hse chemi ainsi | 42 1, 597 18, 575 33, 479 52, 054 
Maryland - er a 455 | 16, 667 180, 586 194, 588 375. 174 
Virginia shecisiat lili cleats edsiabeiia 480 | 10, 334 | 88, 723 | 142, 196 | 240, 919 
West Virginia. ........-- = denis etcbtaliedaeiaieatan 141 | 3, 793 | 32, 670 | 75, 044 107,714 
I em ceiail | 2, 502 | 56, 348 | 554, 507 945, 450 1, 499, 957 
TIEN a ee aeaitakwon | 5, 247 192, 193 1, 673,315 | 1,797, 482 3, 470, 797 
RE <5 a eee ee Sd. ees 7,710 384, 926 2,979,572 | 4,016, 343 6, 995, 915 
| ‘ a depen areas 1, 246 96, 063 699, 771 894, 766 1, 594, 537 
Total, South Atlantic. .............. 17, 823 | 761, 921 6, 227, 719 8,099,348 | 14, 327, 067 
je - | = =] = —|———- 
Kentucky alenipansuhnkasccntnwewien 989 29, 793 260, 77 709, 233 970, 007 
NI = a a NS 2, 506 83, 986 785, 820 1, 898, 936 | 2, 684, 756 
aS p scceculbitecinabetaal 3, 259 105, 777 792, 596 1, 337, 794 | 2, 130, 390 
Mississippi LR ten ee Ee 2, 897 108, 150 1, 095, 290 1, 066, 277 | 2, 161, 567 
I og oh ga a 3, 002 139, 356 1, 106, 101 1, 587, 933 | 2, 694, 034 
Ne ES Ree B.S | 1, 357 63, 677 575, 787 445, 719 | 1, 021, 506 
NSE OR eae 8, 608 609,413 | 5,317,625 | 4,828,028 | 10, 145, 653 
RS hn ara Se ates Le | 19, 568 2, 108, 753 | 20, 216,598 | 17,975,983 | 38, 192, 581 
Total, South Central.__......-.---- 42,186 | 3, 248,905 | 30, 150,591 | 29,849,903 | 60, 000, 494 
St a ae 676 118, 818 961, 661 | 541, 514 1, 503, 175 
a ee oa ae 346 62, 431 477,821 | 396, 046 873, 867 
NSS 5M at eres as aa to i 250 39, 435 289, 871 108, 003 397, 874 
Colorado Ath dnleceehiche mixin neacdaladabicatnteletcacee 3, 116 659, 039 4, 625, 869 3, 657, 810 8, 283, 679 
New I a ee a ae ae Se 3, 298 792, 204 6, 409, 264 5, 298, 348 11, 707, 612 
I 5 Schaerer ha Se Ee | 67 7, 905 | 106, 211 64, 086 | 170, 297 


See footnote at end of table. 


ae = mee as «eRe = atte eds & 
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PROGRESS REPORT AS OF JULY 15, 1958 


TaBLeE IV.—Number of contracts, total acreage under contract, annual payment 
obligations for the 1958 program and cumulative practice obligations—Continued 


Contracts | Annual Practice Total an- 

signed Acres payment payment nual and 

Cumula- under obliga- obliga- | practice 

State and region tive, 1956, | contract— | tions—1958 | tions—Cu-| payment 

1957, and cumula- | program mulative |  obliga- 

1958 tive | year 1956, 1957, | tions—Cu- 

| |} and 1958! | mulative 
* : : aa : oa | age 

Number | Acres | 

1 ip te a : oa 512 100,028 | 2811,373 588,713 | — 1, 400, 086 
Nevada...... i l 13 91 226 | 317 
Washington .__. , i pelea 471 | 56, 658 547, 555 | 478, 319 1, 025, 874 
Oregon a a cg : 810 72, 804 752, 337 811, 839 1, 564, 176 
California ‘ : a 280 | 44,013 425, 701 342, 714 768, 415 
Total, West_- . eal a 9, 827 1, 953, 348 | 15, 407, 754 2, "287, 618 | 27, 695, 372 
Total, United States____- aie 126, 515 9, 899,066 | 87,784,773 | 85, 294, 221 | 173, 078, 994 


1 Includes funds already expended for practice completion. 
2? Payment reduced by $1,874 due to $5,000 limitation. 


TaBLeE [1Va.—1956, 1957, and 1958 conservation reserve programs—Extent of 
conservation practices performed 





Practice | Extent | Payment Estimated 
| obligations | cost per unit 








Establishment of permanent veget: re; cover, A-2 (acres 7 300, 881 $66, 783, 815 $9.4 
Establishment of trees and shrubs, A-7 (acres) -- - _| 1, 072, 556 12, 264, 343 | 11.4 
Establishment of trees and shrubs to prevent wind and water| 

erosion, A-8 (acres) _- 8, 000 | 107, 065 33, 69 
Establishment and management of cover specifics ally beneficial | | 

to wildlife, G-1 (acres) | 32, 202 364, 208 | 11.31 
Water and marsh management to benefit fish and wil llife, G-2 

(acres) 4, 844 222, 966 | 46, 8B 


Construction of dams, pits, or ‘ponds for protecting v veget: ative 


| 

cover, B-7 (structures 3, 227 1, 867, 908 | 579. 0 
Construction of dams, pits, or ponds for irrigation wate r, , C-14 | | 

(structures) - ; 382 218, 841 | 573.0 
Construction of dams and ponds for fish, G-3 (structures) --.-- 1, 049 656, 306 | 626. 0 
Establishment of vegetative cover for winter protection from 

erosion, D-1 (acres) --- ag 189, 868 904, 998 4.77 
Estab lishment of vegets itive cover for summer protection from | 

SUNN ND esis omnea nie 575, 191 1, 903, 771 | 3.31 






| 





a yment 
inued 


‘otal an- 
ual and 
wractice 

ayment 
obliga- 

mns—Cu- 
nulative 


, 400, 086 
317 

, 025, 874 
, 564, 176 
768, 415 
27, 695, 372 


73, 078, 904 


nt of 


stimated 
| per unit 





$9.4 
11. 43 


11.31 
46. 08 
579. 00 


573. 0 
626. 00 


4.77 





em er 


* Towa 
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Taste V.—Payments made to producers through June 30, 1958, fiscal year 1958 








State 


DUEL, « ca occcendncenecsendnaesensgeccndesensbapanécasenss 


BOO. cticeececncenconsssnccaqucsccnscce= 


BEIIE, 6 6a otic nec cb weds dadecqcesncvecsgubcsndupeaduecesess 


California 
Colorado 
(OS ee 
Pt . csccenuapaudecuus 
a dtcicmdcone ia a ote 
BR ca cwnesccoshwucbes 


Idaho_..---- ee nw 


Illinois jan 
Indiana 


Kansas : ap 
Kentucky - Saat nel 


Louisiana... abceieebbwneng 


Maine - - peace 
Maryland. -..---- : 
Massachusetts 

Michigan Seo 
Minnesota.. 
Mississippi. - - 
Missouri 

Montana 
Nebraska 

Nevada 

New Hampshire _- 
New Jersey 

New Mexico-_-. 
New York 

North Carolina 
North Dakota. - 
Ohio 

Oklahoma. - 
Oregon . 
Pennsylvania 
South Carolina 
South Dakota 
Tennessee . . . 
Texas 

Utah... gees 
Vermont... _.-- 
ice eo ccus 
Washington...._- 
West Virginia 
Wisconsin 
Wyoming 





Subtotal 


Grand total_.._.-. ae cea pate 


Annual 
payments 


$438, 433 
92, 679 
461, 582 
252, 708 
3, 362, 835 
649 

10, 748 
436, 565 

1, 684, 066 
332, 065 
126, 549 
223, 316 
455, 512 

2, 115, 310 
171, 505 





a 132, 933 | 


192, 600 
| 121, 674 
2, 324 
837, 907 
152, 705 
474, 877 
560, 352 
670, 160 
862, 365 
91 

1, 469 
54, 669 
5, 344, 290 
668, 013 
251, 338 
4, 562, 445 


o 


, 037,714 
218, 012 


56, 587, 873 


_ 


| 656, 587, 873 





—_> 





| 





Payments 
for practices 


$568, 725 
52, 490 
704, 806 
132, 384 
885, 342 
2, 372 

25, 945 
400, 076 

1, 763, 374 
188, 141 
200, 547 
236, 129 
485, 566 

1, 895, 963 


328, 858 | 


115, 573 
456, 857 
102, 169 

3, 517 

770, 275 
2, 509, 345 
412, 059 

, 970, 379 
283, 225 


677, 021 


_ 





696, 298 
75, 276 


38, 337, 222 
75, 978 


38, 413, 200 





Total 
payments 


$1, 007, 158 
145, 169 

1, 166, 388 
385, 092 

4, 248, 177 
3, 021 

36, 693 
836, 641 

3, 447, 440 
520, 206 
327, 096 
459, 445 
941, 078 
, O11, 273 
500, 363 
248, 506 
649, 457 
223, 843 
5, 841 
608, 182 
662, 050 
886, 936 
2, 530, 731 


-_ 


~~ 


1, 734, 012 
293, 288 


94, 925, 095 


75, 978 


95, 001, 073 


10. 1958 practices carried out.—Following is a statement of the practices car- 
ried out in the calendar year 1957 on the contracts signed under the 1958 


program. 





ceenreee 
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TaBLeE VI.—Summary of conservation practices carried out under the conservation 
reserve program, 1958 contracts only, calendar year 1957 ! 





| 
Areas included Extent Amount of assist- 
ance 
Report |____ sa 
Practice number | | 
| Coun-| Average 
\States| ties | Farms Unit Number | rate per | Total 


unit 








Num-|Num-| Num- | 
ber ber ber 
Permanent cover for soil pro- | A-2 (15)| (32)} (86)| Acre_..- RB ies ceecens ($102,368) 

tection or land-use adjust- | 
ment (summary). | 
Complete. .--- 2s ished od 15} 31) = = 11, 855 $8.18 96, 976 
ND caiiidenn on conns ; : ee EE 396 13. 62 5, 392 
Lime to permit the use of leg- | A-4(A) 1 eee eee 24 10. 62 255 


| 
umes and grasses. | | 
oe . 2, 539 9.04 22, 953 





Dams, pits, or ponds to im-| B- 
(3)|-..do....- GDh. o-sie | (1, 568) 
gation water (summary). | 


prove vegetative cover. i 
| 
Complete.........--- a! Se eee | 1] 1 | 2 MR aa 2| 603.00 1, 206 
SNCS fel sas cn dubTeadace 1} 1 | ie Se 1 362. 00 362 
Water and marsh management | G-2 1 | 1 | oi Aere.....--] 8 | 2143.62 1, 149 











Planting trees or shrubs. ......| A-7 | 13] 54] 115 
7 7 9 | Structure - 9 76. 00 6, 085 
Dams, pits, or ponds for irri- | C-14 (2)} (2)] 
| 
to benefit fish and wildlife. | 


Constructing dams or ponds | G-3 | (4) (| (5) Structure | | RES (4, 158) 

for fish (summary). | | ] 
Complete--_----- oct. 7 3 | 4) Pc einae 4) 830.00 3, 319 
DED codon et 1} 839.00} 839 








Incomplete. .-_- pee edet eth EL 








NN i pi cist seis Gat | saan wh TE BT BOO nn dinasainnbocesbanparhete sense 
! | | | 


| 


1 Includes data only with respect to practices performed in 1957, on 1958 contracts approved in the fall 
of 1957. 

2 Includes assistance for necessary structures. 

For certain practices a “summary” and a breakdown into ‘‘complete’”’ and ‘‘incomplete’”’ are shown, 
Data shown as “‘complete’’ represent practices for which all components have been performed. Dats 
for “incomplete” practices represent work done which does not constitute a complete practice, but does 
represent completed components of a package practice for which assistance was given. 


1959 conservation reserve program 

1. Annual payments.—The basic State rates for annual payments under con- 
tracts beginning in 1959 are average rates based on a national average of $13.50 
an acre. This compares with a national average of $10 for prior programs. On 
the basis of the State rates the State ASC offices will set average rates for 
their counties. The county rates will vary on the basis of land productivity, 
rental values, and fixed costs farms will have to meet to comply with the pro- 
gram. Individual farm rates within a county will vary along the same lines, 
except that in compliance with recent legislation no farm payment may exceed 
20 percent of the land value. The basic State rates for the 1959 program and 
those in effect in former years are shown in table VII which follows. 





ervation 


ee 


of assist- 
ce 





Total 





($102,368) 


96, 976 
5, 392 
255 


22, 953 
6, 085 


| (1, 568) 
1,206 
362 

1, 149 
(4, 158) 
3, 319 
839 


-| 138, 536 








in the fall 


ire shown. 
ied. Dats 
, but does 


der con- 
f $13.50 
ms. On 
ates for 
uctivity, 
the pro- 
ne lines, 
y exceed 
ram and 
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TaBLe VII.—1969 State basic rates compared with rates for 1956-58 programs 














State 1959 basic 1956-58 basic State 1959 basic | 1956-58 basic 
State rate State rate State rate State rate 

CS ee $12. 00 $8.00 || Nevada. ............. $10. 00 $7. 00 
ArigemO- 5... 52 10. 00 9.00 || New Hampshire.__... 13. 00 10. 00 
ee ee 13. 50 9.00 || New Jersey.........-- 19. 00 15. 00 
California...........-. 16. 00 12.00 || New Mexico........-. 8. 00 8. 00 
DER wikclsncstes 9. 00 8.00 || New York...........- 15. 00 11. 00 
Connecticut.......... 20. 00 13.00 || North Carolina...___- 16. 00 10. 00 
I ait dinin 16. 00 12.00 || North Dakota...._..- 10. 50 9.00 
cc iscacresentire eatin 12. 00 5 OR Wii cactdaiioncataan 19. 00 12. 00 
eB. 12. 00 8.00 || Oklahoma..-...--..-- 12. 00 9. 00 
SD. dbedoWddplomn 14. 50 11.00 || Oregom.......-...-.-- 16. 00 12. 00 
SG ctmscsivan xine 19. 00 12.00 || Pennsylvania_........ 16. 00 11. 00 
eee 19. 00 12.00 || Rhode Island_._..___- 19. 00 12. 00 
Re bs Sd eence 19. 00 12.00 || South Carolina. _____- 13. 50 9. 00 
Kansas. - .-.-- 12. 50 10.00 || South Dakota....-._. 11. 00 9.00 
Kentucky - --.. 15. 00 10.00 || Tennessee. ....-....-- 14. 00 10. 00 
DEEEINB.*. fb265see2~ 14. 00 Be ews coteieinerties 12. 00 10. 00 
ee eer ee 12. 00 9. 00 WU A colds e cckses 12. 00 11. 00 
Maryland..........-. 17. 00 | 12.00 |} Vermont..-.........-- 14. 00 10. 00 
Massachusetts.......-. 19. 00 13.00 || Virginia.............. 16. 00 10. 00 
Michigan........-...- 15. 00 11. 00 Washington. -_..----- 16. 00 13. 00 
Minnesota_.........-- 14. 50 11.00 || West Virginia... 14. 00 10. 00 
Mississippi_-......-.. 14. 00 10.00 || Wisconsin. _.....-...- 15. 00 11.00 
SE Gad pioenntan 14. 00 9.00 |} Wyoming...........-. 9. 00 8.00 
eee ae 10. 00 9. 00 
Rs . ontienseg 12. 50 9. 00 National average. -. 13. 50 10. 00 


2 State goals and program authorization.—The national goal for the 1959 
program is to increase the acreage in the program by 12,500,000. Table VIII 
shows the distribution between States of the national goal and each State’s 
share of total program authorization. 


TaBLe VIII.—1959 conservation reserve program State goals for new acres and 
allocations of program authorization funds 








[In thousands] 
Goal Allocation Goal Allocation 
State for new | of program State for new | of program 
acres authoriza- acres authoriza- 
tion ! tion ! 
a a cae dalle 205 $5,900 |} New Mexico.............-.- 115 7, 721 
a 20 Rs te DT CE iics ncitinbmniatinsy 191 7,000 
CE rt on ew 240 6, 702 || North Carolina...__.._..__- 155 5, 202 
SSA ae 175 3, 203 |} North Dakota_._........--- 600 21, 208 
a 607 BD, 700 Wr Gia odin cn es 200 7, 506 
eementient.. ono eee 10 S00 Fi ND sea ccemicnne 565 16, 023 
rene eee ee 15 ee icc emeccnirteeweinen 154 4, 158 
ara 50 2,086 || Pennsylvania.............-- 174 4, 583 
SN 525 é:ceccncteamieheimmsce weds 400 12,727 || Rhode Island_...__._..__--- 2 2 
eg ee eS 135 3, 367 || South Carolina............. 201 8, 183 
MS ot cbkeaeetenckces 400 14, 806 || South Dakota_............. 500 16, 393 
RRS fui talk eh Od 324 10, 622 || Tennessee _____._..._._-.-- 296 10, 418 
RRs ant 4scdbeudbareeenr 475 S000 Uh TOMB 5 onic esd wcnnen 1, 244 43, 631 
MR ee cdwat somsaecet, 850 We SN Ori cccicnnnioecdnapdcheien 55 2, 062 
NN 260 RO WIIG. 6 ooo cacmccmeenee 36 1, 036 
Louisiana ~aqibtphad sw 100 Wet Wate. ee 75 1, 969 
a 41 1, 349 || Washington. ............... 225 5. 585 
PPM  ececeece 47 1, 462 || West Virginia. ............- 26 875 
Massachusetts_...._________ 15 120 || Wisconsin__................ 439 8, 975 
ONIN igo eviuhahbied Atten 349 eh, rarer 63 1,021 
OD cnn estinnienin is 1, 000 23, 458 || To Forest Service for pro- 
Mississippi. __._____- 225 5, 569 duction of tree seedlings___|_......._- 2, 000 
| PEA sols 381 17, 259 || Reestablishment of unsuc- 
OU ir 300 5, 134 cessful practices and for 
idling 506 10, 726 GRUB OCI ig aicinics ~ act Siwnn castes 999 
ee ee eA 14 0 —_—— 
New Hampshire... _______- 14 456 Wet 3 se eS 12, 500 375, 000 
Sy... nn cec 26 949 





' Covers 1959 annual payments on existing contracts plus annual and practice payment obligations for 
hew acres to be signed for 1959. 
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8. Maximum and other rates of payment.—The regular maximum payment 
rate may be earned by putting in the program land which, during the past 2 
years (1957 and 1958), has been in soil bank base crops (grains, oilseeds, and row 
crops) or from which tame hay has been harvested for hay or silage during the 
same period and a corresponding reduction is made in soil bank base crops. 

A lower rate of per acre payment, 50 percent of the regular maximum rate for 
the farm, may be earned by putting additional nondiversion land in the program. 
This does not require a corresponding reduction of soil bank base crops. 

On farms with a soil bank base of over 30 acres for each acre put in the reserve 
at the regular rental rate 1 acre of land may be entered at the nondiversion rate, 

Farmers who put all their eligible land under a conservation reserve contract 
for 5 years or more will earn the full regular rate they accept for their farms 
for both soil bank base land and nondiversion land. In addition, they will receive 
the extra 10 percent payment for whole farm participation. 

The maximum regular rate or the higher rate for whole farm participation 
will be the ceiling rate for a farm. On farms where only part of the eligible 
land is put in the program, the annual rental rate is lower than this ceiling 
if the land designated for the reserve is below the average of the farm in 
productivity. 

4. Applications for 1959 conservation reserve contracts.—The closing date for 
the initial signup under the 1959 conservation reserve program was October 24, 
1958. Over 20 million acres of cropland were offered against a goal for 1959 of 
12.5 million acres. The program authorization is $3875 million, of which $898 
million is required for annual payments on prior year programs and for forest 
tree seedling production. The balance of the program authorization of $2852 
million is available for new contract obligations. To accept all contracts offered 
(see table No. IX) would require $418.4 million or 147 percent of the authoriza- 
tion for new contracts. Of the 232,401 applications for contracts received, about 
168,000 are for whole farm units, representing about 75 percent of the 20 million 
acres offered. To stay within the program authorizations, a priority system for 
offering contracts was established. 

Within the funds available to a county, contracts will be awarded in the follew- 
ing order of priority : 

(a) Farmers who had all of their eligible land in the acreage reserve and the 
conservation reserve together in 1958, and are now offering to put the acreage 
which was in the acreage reserve into the conservation reserve. 

(0) Contracts will be offered next to applicants offering land at less than the 
maximum payment rate established for their farms. In this group contracts 
will first be offered to the applicant offering this land at the lowest percentage 
of the productivity value established for such land. (Productivity value is the 
productivity index established for the farm times the county average payment 
rate.) In case there are applications at the same priority percentage rating of 
the maximum applicable farm rate, priority will be given in the following order: 

(1) Applications with the lower farm payment rate per acre. 

(2) Applications offering all of the remaining eligible land on the farm 
as conservation reserve for 1959. 

(3) Applications offering land for the longest contract period. 

(c) Next, contracts will be offered to applicants who offer land at the maxi 
mum farm payment rate. In case there are applications at the same priority 
percentage rating of the maximum applicable farm rate, priority will be given 
in the following order: 

(1) Applications with the lower farm payment rate per acre. 

(2) Applications offering all of the remaining eligible land on the farm 
as conservation reserve for 1959. 

(3) Applications offering land for the longest contract period. 

If applications of equal priority under the above factors remain for considera 
tion, the final priority will be determined by lot at public drawing. 

Firm contracts will be offered producers as soon as the acreage on the farms 
is measured. The program authorizations shown in the last column of table 

VIII have been adjusted since the close of the fall signup to reflect the estimated 
payments under contracts that will be accepted. 

The program planning and other factors in five States were such that the 
producers could not take full advantage of the fall signup. A spring signup 
in these States (Connecticut, Illinois, Massachusetts, New Hampshire, and Ver 
mont) will afford producers an equal opportunity to participate in the 1959 
program. 
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TaBLE IX.—Applications for 1959 conservation reserve contracts 


ET ee ee ee et ee eee ee ae ee ee ee See ee ee 


New acreage in 1959 Funds for new acreage 
(in thousands) 




















Applica- a a ee 
State tions for 
contracts Goal Offered on | Amount | Estimated 
(acres) applica- available | for all ap- 
tions (acres) plications 
fd ail 

NE. i cna ddwdanenoutweweanddntabeteues 6, 154 205, 000 314, 424 $5, 107 $7, 694 
BOD. . 6: ica sudenktueenbgnns ncn pies = «ae 7 20, 000 351 12 8 
SEE. 2 ccct cudcasceavesassasdbehmelenn 8, 000 240, 000 590, 950 5, 595 9, 988 
Ep cuands dncetakneganandisbeanmed 844 175, 000 154, 590 2,777 2, 983 
i aa 2, 906 607, 000 664, 192 8, 150 9, 087 
ND so o.s ens kddedctnakeonsinbwhuuie 166 10, 000 4, 064 247 118 
EES es ee ee 331 15, 000 21, 133 490 587 
DIC b cane andehinscenuauecemaas seas 1, 282 50, 000 138, 132 1, 386 2, 805 
iso cneweh ee neawakauhgeeeewekaan 10, 378 400, 000 689, 517 9, 748 17, 676 
IN sae ee ee eee ee ae 1, 410 135, 000 252, 165 2, 889 4, 549 
DINE, nduubscaccaces.wrededeesdnee wauen 4, 538 400, 000 356, 744 14, 629 8, 343 
ae ee cc aein en 7, 123 324, 000 465, 642 10, 313 15, 108 
I Soe kn see et oteccon bec cues 8,237 | 475, 000 711, 234 12, 838 16, 326 
IN = 1.3, = ch nahi gsleence is aieniiaden england See 8, 347 | 850, 000 837, 060 20, 020 21,317 
NINES nao cetera aiieaets minaapeatdie arate diagnes 7,021 | 260, 000 538, 264 8, 574 16, 224 
en ee emai 2, 509 100, 000 211, 219 2, 125 3, 828 
a Kn aaub wens Gpubise baiamas 891 41, 000 | 51, 406 896 1, 015 
INE Do c3 iin wcseneonemme dune wckhmaate 1, 294 47, 000 82, 810 1, 280 2, 078 
DD .< secitieniniiveehvenunedued 49 15, 000 1, 627 115 35 
PT toi. .ta Gh a ddgaddedbinedas eh osteae 7, 279 349, 000 455, 385 8, 022 9, 184 
0 EE a a vpvidnewitaid 13, 005 1, 000, 000 1, 029, 550 14, 014 16, 472 
Mississippi Te ee i te es 4, 233 225, 000 272, 627 4, 474 5, 506 
oe. 6s cinti cain iil 14, 025 381, 000 1, 204, 236 | 16, 125 42, 069 
Montana aien wanes draenei 1, 618 300, 000 | 484, 395 | 4,172 5, 852 
Nebraska......-- 7 PS cwstaundbuwaaend 7, 300 | 506, 000 730, 561 | 9, 497 14, 595 
ST PEAS i ics Sesacanpeilid NOE iar sts shibesneaneocde Ads nmihe 
New Hampshire- Saas nae pie | 210 14, 000 7,176 442 140 
I ir ee eens 852 26, 000 41, 182 865 1, 330 
New Mexico_. sia Sanka onlin tibiae aiakaial Soma! 534 115, 000 80, 989 1,312 1, 227 
New York ‘ Sane wnlidwucicnemieed daalel 5, 288 191, 000 307, 680 5, 799 6, 351 
on | 5, 098 155, 000 180, 930 4, 647 6, 355 
North Dakota Re aounsketannnaende 12, 400 600, 000 1, 927, 587 13, 662 27, 321 
Ohio i scaipteie oi ce ih pelos ec abenadindh d ahaa W cade nations 9, 728 200, 000 588, 811 6, 962 13, 070 
Oklahoma_..- ss as diecilis dele cinta Male 13, 092 565, 000 1, 036, 010 10, 705 20, 209 
Oregon _. cstbextad deaead Cheek | 1, 526 154, 000 157, 957 3, 405 3,719 
Pennsylvania__. eel 4, 965 174, 000 267, 199 4, 071 5, 407 
Rhode Island___- Seaecaasaceenoeastee 7 2, 000 205 2 5 
 CIOROMDD os 5 3s dices ipiiw cand edindesan 9, 136 201, 000 479, 002 6, 509 10, 982 
EE PEED. ok ccs nacine ewe Foueeneeae 8, 960 500, 000 1, 316, 628 11, 044 22, 415 
RR Ss i 805. Ceca wcclkwcanbaccwane 6, 300 296, 000 446, 012 9, 682 12, 603 
Texas ee 19,070 | 1,244,000 | 1,626,729 23, 415 31, 443 
Utah__ psthive cctah acne thts 687 55, 000 149, 649 1, 251 1, 849 
I a oe Nh 406 36, 000 20, 422 991 501 
a ea em el ea 1, 860 75, 000 104, 650 1, 880 2, 445 
eens 58 Soci ieel Sure ee Be 2, 200 225, 000 289, 090 5, 038 5, 535 
a ea 1,195 26, 000 49, 511 842 933 
ee ret Ve. STAT LA. tel ore 9, 453 439, 000 579, 330 7, 516 9, 889 
RN ed ek tl a 487 63, 000 103, 759 731 1, 218 

Reestablishment of unsuccessful practices | 
en er SOT, go kk diSs. . oui Shh ake aditeadestpeacst GONE. ca widdass 
WOU. ccchleccdcdacnieddiandasacibe 232, 401 | 12, 500, 000 20, 022, 786 285, 215 418, 394 


' ‘ 





Mr. Wuirren. We will be glad to have your general statement, 
Mr. McLain. 


GENERAL STATEMENT ON THE Sor, BANK PROGRAM 


Mr. McLary. We are continuing the operation of a conservation 
reserve program under authority of the Soil Bank Act. The pri- 
mary purpose of the program is to divert cropland from production 
of excessive supplies of agricultural commodities. The program 
also provides assistance to farmers in establishing and maintainin 
protective cover or other sound conservation practices on the lan 
put into reserve. The soil bank programs and the acreage allot- 
ment and marketing quota programs constitute an overall program 
designed to slow down a reduce the accumulation of excessive 
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supplies of agricultural commodities. As proposed in the President's 
budget, the 1959 Appropriation Act provided that there would be no 
acreage reserve program applicable to 1959 crops. The Secretary 
has delegated the major responsibility for carrying out the soil 
bank programs to the Commodity Stabilization Service. Under the 
conservation reserve program some responsibilities were assigned 
to other departmental agencies where their specialized advice and 
assistance would be helpful in planning and carrying out an overall 
coordinated program. ACPS assists in the formulation of practice 
requirements for the program, the Forest Service has responsibility 
for tree planting activities, and Soil Conservation Service provides 
technical assistance for conservation practices for which such assist- 
ance is needed. 
CONSERVATION RESERVE PROGRAM 


PRODUCTION ADJUSTMENT 


The conservation reserve program attacks the roots of many aspects 
of the problem of agricultural surpluses. The shifting of substantial 
amounts of farmland out of production for periods of 3 to 10 years 
offers a feasible method to accomplish, on a voluntary basis, effective 
production adjustment without subjecting farmers to regimentation 
and without Government purchase of land. Producer interest in 
the 1959 conservation reserve program has been extremely gratifying. 
Over 20 million acres of cropland were offered for the conservation 
reserve program last fall. Additional acreage offers are expected 
from five States which will have a sign-up period in the spring. With 
the authorization currently available it is expected that we will be 
able to accept offers covering over 13 million acres for the 1959 pro- 
gram. This, together with the 10 million acres signed up in pre- 
vious years, will make 23 million acres in this program in total. 
Most of this retired acreage is of average or better than average 
productivity. We estimate that 3.7 million acres of this land was 
formerly devoted to corn, 3.6 million acres to oats, 3.5 million acres 
to grain sorghums, 2.4 million acres to wheat, and about 10 million 
acres to other crops, and special uses. Based upon average yields 
for the past 5 years adjusted for the location and quality of the land 
signed up it is estimated that this retired cropland would produce 
143 million bushels of corn, 45 million bushels of wheat, 378,000 bales 
of cotton, 124 million bushels of oats, 83 million bushels of grain 
sorghums, and 18 million bushels of soybeans to mention a few of 
the more troublesome commodities in surplus. 


BUDGET PROPOSALS 


The 1960 budget estimates authorize a level of program payments 
totaling $375 million. With this authorization it is expected that 
5 million additional acres will be brought into the conservation re- 
serve under the 1960 program, making a total of over 28 million acres 
removed from production. You will note that there is a big drop m 
the acreage which is expected to be added under the 1960 authoriza- 
tion, even though dollar-wise it remains at the same $375 million 
level as the 1959 authorization. I am sure members of this commit- 
tee are aware that an increasing amount of the authorization must 
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be used each year to cover anual payments due under previous-year 
contracts, thus leaving less and less available for new contracts. We 
are approaching the maximum number of acres that can be retired 
with an annual authorization of $375 million. The increase of 
$157,348,181 requested for payments to producers brings the total 
amount required for program payments for the fiscal year 1960 to 
$341,052,000. A total of $87,785,000 will be used for annual rental 
payments on the 1956-58 contracts, $201 million will be used for an- 
nual rental payments on 1959 contracts, $50,267,000 will be used for 
practice payments on 1956-60 contracts and $2 million will be paid 
for the production of forest tree seedlings. 

Since the appropriation requests for this program with regard to 
program payments are based on an estimate of disbursements which 
will actually be made in a fiscal year, rather than on contractual ob- 
ligations, it is possible that considerable unobligated and unexpended 
balances may develop at the end of a fiscal year primarily due to un- 
favorable weather which slows down the rate of practice completions. 
Normally such balances would revert to the Treasury, snl future 
appropriation requests would have to again include an amount to 
cover payment of these obligations for which funds had previously 
been appropriated. Since total unpaid contractual obligations will 
far exceed any balances which might develop, we propose to consider 
and report such balances as obligated effective with the fiscal year 
1959. This will avoid the need to request appropriations twice to 
cover the same obligations, and will reduce the total of future ap- 
propriation requests. 


REESTABLISHMENT OF CONSERVATION PRACTICES 


There is one other matter I should like to bring to the committee’s 
attention. This involves the need for reestablishing protective cover 
in cases where, through no fault of the producer, the original prac- 
tice was unsuccessful. In the interests of achieving the objective of 
the program, we have authorized ASC county committees to offer 
cost-sharing assistance to producers to reestablish cover in these cases. 
To the extent that additional payments are required to be made by 
this procedure, the costs have been applied to and kept within pro- 
gram limitations. 

As the committee knows, the signup under 1956, 1957, and 1958 
programs was only a small fraction of the program authorized. 
Ample unused authorizations were available against which the re- 
establishment costs could be charged. The number of applications 
under the 1959 program far exceeded those which could be accepted 
for contracts under the authorization. In order to provide some 
assurance that necessary reestablishments of practices after 1959 
could be made within the program limitation, it was decided to with- 
draw a small part of the allocations previously made to States and 
establish an administrative reserve of $1 million. We believe that 
this amount, together with balances accruing in the States, cancella- 
tion of contracts, etc., will be sufficient to provide for the costs of 
future reestablishment within the limitation for the 1959 program. 

It is difficult to estimate with even reasonable accuracy the extent 
to which reestablishment may become necessary over a period of 10 
years. It may be that little or no reestablishment will ever be re- 
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quired. To continue to set aside a part of the authorization each 
year for a contingency that may never materialize seems unwise, 
especially when land could be put under contract through using the 
full authorization. Therefore, we do not plan to withhold from the 
1960 authorization any amount to provide for reestablishment of 
practices in future years. Instead, we plan to charge to the 1960 
authorization all reestablishments of practices estimated to be ap- 
proved during that year, without regard to the program in which 
the practice was first authorized. Should the program be extended 
beyond 1960, this procedure would be continued. To illustrate, in 
determining the amount available for new contracts on the 1960 pro- 
gram, there would be deducted from the $375 million authorization | 
the annual payments due under contracts signed under the 1956 
through 1959 programs. The remainder would be available for new 
contracts, and for necessary reestablishment during 1960 of practices 
under old contracts. 

Since this matter of reestablishment was not specifically considered 
or discussed by the Congress at the time the limitations on program 
authorization were adopted, it may be that the committee would wish 
to consider reestablishment as a matter not coming within the pur- 
view of the authorization limitation. If so, it would facilitate con- 
siderably the administration of the program, by eliminating the cost 
of reestablishing practices as an uncertain factor to be considered in 
arriving at the amount available for new contracts. 

If the Congress concurs in the suggestion of the President that the 
conservation reserve program be extended for 3 years and that the 
conservation reserve program be adjusted to aid in the transition of 
relaxation of wheat controls, we urge that the Appropriations Com- 
mittees establish in the appropriation act an authorization for two or 
more succeeding programs. Where the appropriation act is signed 
well in advance of June 30, there is no problem. However, where ap- 
proval of the act is subsequent to June 30, or even shortly prior 
thereto, planning and implementation of the program is hampered, | 
particularly in the case of winter wheat where, in some areas, the | 
signup must occur before summer fallow is begun if the program is to 
be fully effective. For example, planting of the 1960 crop of winter 
wheat may begin as early as August 1959. In many cases the pro- 
ducer needs to make his decisions and plans and begin land prepara- 
tion as early as May 1959. In order for these producers to be given 
an opportunity to put land in the 1960 conservation reserve program, 
the program announcement would have to be made by at least April 
1959. If 1960 and 1961 programs were both authorized in this appro- 
priation act, there would be an opportunity for these producers to 
participate on the same basis as farmers in other areas of the country. 


RNIB =O FORO 


OPERATING EXPENSES 


The net increase of $3,021,819 for operating expenses is comprised of 
the following: 

For increased supervision and assistance to county ASC commit- 
tees, $410,893, which are essential to keep pace with the growth of the 
program. As additional contracts are signed and additional acreages 
placed in reserve, the total workload at State and county levels will 
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continue to increase each year. Also some part of the share of over- 
head costs at these levels previously charged to the acreage reserve pro- 
gram will have to be absorbed by this appropriation in the fiscal year 
1960. For ASC county expenses $2,335,000, including $1,085,000 for 
this appropriation’s share of the cost of the proposed 10 percent pay 
increase for ASC county office employees, sale $1,250,000 for increased 
workload resulting from the required performance checking on an in- 
creased acreage in the conservation reserve, increased modification of 
contracts, and all related work. 

For the Forest Service, $101,650, and $116,500 for the Soil Conserva- 
tion Service to strengthen the technical assistance and services pro- 
vided ; $65,000 for the Office of the General Counsel to meet increasing 
legal problems arising at ASC State and county levels in administer- 
ing the program. 

A decrease of $7,224 for the agricultural conservation program serv- 
ice for the formulation of the conservation practices for which cost- 
sharing assistance is offered under the conservation reserve program. 


ACREAGE RESERVE PROGRAM 


The acreage reserve program terminated with 1958 crops. The con- 
ference report on the 1958 appropriation bill stated that all pay- 
ments on 1958 crops should be made on or before September 15, 1958. 
Our records indicate that as of September 30, 1958, we had made pay- 
ments of $624 million or 90 percent of the maximum payments possible 
under 1958 acreage reserve contracts. As of December 31, 1958, pay- 
ments under the 1958 program totaled $691 million and were 99 percent 
complete. We expect that it will be many months before all cases in- 
volving additional payments will be finally resolved. No funds for 
program payments are requested in the fiscal year 1960. In order to 
meet necessary payments, we intend to follow the practice of previous 
years and advance to the Commodity Credit Corporation in the fiscal 
year 1959 the amount necessary to cover possible additional payments 
in the future years. An appropriation of $1,050,000 is requested in 
the budget to meet operating expenses of liquidating the program. The 
activities will involve completing payments, processing appeals, vio- 
lations, adjustments, auditing program operations and payments, com- 
piling reports, and related activities. Representatives of the agencies 
concerned with the soil bank programs are here today to answer any 
specific questions you may have covering their responsibilities or activ- 
ities. 

We are now ready to answer any questions that any of the com- 
mittee might have. 

Mr. Wurrren. Thank you, Mr. Secretary. 

I note from your statement that— 
the primary purpose of the program is to divert cropland from production of 
excessive supplies of agricultural commodities. 

Mr. McLain, we have had this conservation reserve, along with the 
acreage reserve, studied by investigators for the last 2 years. This 
year we have had a followup in connection with the language which 
was put in the bill last year. 

339183—59—pt. 3—56 
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INVESTIGATIVE REPORTS ON CONSERVATION RESERVE 


I would like to have the highlights of the earlier investigations 
concerning the conservation reserve included in the record at. this 
point, together with the latest report which we have had from our 
investigators. 

(The latest investigation report received in February 1959, is as 
follows:) 

I, INTRODUCTION 


The Soil Bank Act was amended by Public Law 85-459 on June 13, 1958, to 
provide that effective with the 1959 crop year no conservation reserve contract 
shall be entered into which provides for annual rental payments in excess of 
20 percent of the agricultural value of the land placed under contract and that 
no conservation reserve practice payments shall exceed the average rate for 
comparable practices under the agricultural conservation program (ACP). 

The implementation of this amendment was discussed with Mr. Thomas RF. 
Hamilton, Director, and other officials of the Soil Bank Division, Commodity 
Stabilization Service, and visits were made to selected States in order to spot 
check compliance with the amendment. The States of Georgia, Texas, Okla- 
homa, and Wisconsin were selected because of their high participation in the 
program, substantial completion of 1959 contracts, and geographic distribution. 
Within each State the personnel of the State Agricultural Stabilization and 
Conservation office (ASC) were interviewed and visits were made to a repre- 
sentative number of county offices. A total of 24 counties were visited in the 
4 States. 

Within the counties the personnel of the ASC offices were interviewed and 
records reviewed. Independent inquiry was made of real estate operators and 
lending institutions, and county land records were reviewed for the purpose of 
determining the agricultural land value of acreage placed in the conservation 
reserve. 

II. LIMITATION UPON ANNUAL RENTAL PAYMENTS 


The Soil Bank Act, as amended, provides in part that commencing with the 
1959 crop year no contract shall be entered into which provides for “* * * annual 
rental payments in excess of 20 percent of the value of the land placed under 
contract, such value to be determined without regard to physical improvements 
thereon or geographic location thereof.” The amendment further states that 
“In determining the value of the land for this purpose, the county committee 
shall take into consideration the estimate of the land owner or operator as to 
the value of such land as well as his certificate as to the production history and 
productivity of such land.” This portion of the amendment was implemented 
by section 485.185 of the Department of Agriculture regulations governing the 
conservation reserve part of the soil bank program. The pertinent portion of 
this section is set out below : 

“Awarding conservation reserve contracts in 1959 and subsequent years.— 
(a) No conservation reserve contract for which 1959 or a subsequent year is 
the first year of the contract period will be entered into unless the owner or 
operator of the farm has furnished the office of the county committee of the 
county in which the farm is located the following information on a form pre- 
scribed by the Administrator : 

“(1) The producer’s estimated per-acre value for agricultural purposes of 
the average eligible land on the farm; or 

“(2) If only a part of the eligible acres on the farm is to be placed in the 
conservation reserve, the producer’s estimated per-acre value for agricultural 
purposes of the part to be placed on the conservation reserve; and 

“(3) The acreage and yield of each of the three principal crops harvested on 
the farm during the 2 years preceding the first year of the contract period and 
the use made of the balance of the eligible land on the farm in the same period 
if the three principal harvested crops do not account for the use of the major 
part of the eligible land on the farm. 

“The value of the land for agricultural purposes as used herein shall be the 
value of the land for such purposes without regard to physical improvements 
thereon or location thereof. 
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“(b) The county committee will establish two maximum annual per-acre 
payment rates for each farm for which the information referred to in para- 
graph (a) of this section has been furnished to the county office. One maxi- 
mum annual per-acre payment rate will be the smallest of (1) the farm produc- 
tivity index times 110 percent of the county payment rate, (2) 20 percent of the 
value for agricultural purposes of the eligible acreage on such farm as deter- 
mined by the county committee, (3) 20 percent of the value for agricultural 
purposes of such land as estimated by the applicant, (4) 150 percent of the 
county payment rate, or (5) $25. This rate will be the maximum rate applica- 
ble where all the eligible land on the farm not covered by an existing conserva- 
tion reserve contract, except land devoted to a home garden, and land approved 
by the county committee as needed for livestock lanes and/or farm roads is to 
be placed in the conservation reserve for at least a 5-year period and will be 
considered the maximum regular annual rate of payment in connection with 
such land. The second maximum annual per-acre payment rate will be the first 
maximum rate divided by 110 percent. The second maximum annual per-acre 
payment rate will be the maximum rate applicable where all the eligible land 
in a farm not covered by an existing conservation reserve contract, except land 
devoted to home gardens and land approved by the county committee as needed 
for livestock lanes and/or farm roads, is to be placed in the conservation reserve 
for less than a 5-year period and will be considered the maximum regular pay- 
ment rate for such land. The second maximum annual per-acre payment rate 
will also be the maximum regular payment rate applicable to the land placed in 
the conservation reserve at the regular payment rate where only a part of the 
eligible acres in a farm is placed in the conservation reserve and the produc- 
tivity of such land is at least equal to that of the average eligible land in such 
farm. If the productivity of the land offered is significantly less than the pro- 
ductivity of the average of all eligible land on the farm the maximum annual rate 
for such land will be reduced by the percentage by which the productivity of the 
land offered is less than the productivity of the average of all eligible land on 
the farm. In establishing the maximum rates of payment for a farm the county 
committee shall take into consideration the information submitted by the pro- 
ducer as required in paragraph (a) of this section. The value for agricultural 
purposes of land shall be determined without regard to the physical improve- 
ments thereon or the location thereof. The productivity index for a farm will 
be the county committee’s determination of the relative productivity of such 
farm as compared to the productivity of the average farm in the county.” 

The provisions of this regulation have been included in the instructions con- 
tained in the “County Conservation Reserve Handbook” issued to each county 
ASC office. 

The regulations require that the county committees consider five factors in 
arriving at the maximum annual rental rate for each owner or operator: 

(1) The acreage to be contracted for is evaluated as to its productivity in 
relation to other farms in the county. A percentage index is determined 
and applied to the county payment rate. 

(2) Twenty percent of the owner’s or operator’s estimate of the agricul- 
tural land value of the acreage being placed in the conservation reserve 
exclusive of improvements or geographic location. 

(3) Twenty percent of the county committee’s estimate of the agricultural 
land value of the acreage being placed in the conservation reserve ex- 
clusive of improvements or geographic location. 

(4) One hundred and fifty percent of the county payment rate. 

(5) No payment may exceed $25 per acre, the national maximum pay- 
ment rate. 

After computation of the above five factors, the payment rate for the particular 
acreage is set at the lowest of the five rates. It is noted that items (2) and (3) 
above refer specifically to the portion of the amendment dealing with the 20 
percent limitation. The portion of the amendment dealing with the owner’s or 
operator’s certificate as to production history and productivity of his land is 
considered in connection with item (1) above. 

Information to be used in connection with computations (1) and (2) is pro- 
vided by the owner or operator on form CS-853 “Request for Establishment of 
Maximum Farm Payment Rate and Application for Contract.” This form also 
sets out for the information of the owner or operator the specific provision of the 
law concerning the 20 percent limitation upon annual rental payments. 
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A review of the records maintained by the county offices visited disclosed that 
necessary worksheets were prepared to compute the maximum annual rentals in 
accordance with the regulations set out above. A review of the factors which 
determined the maximum annual payment on each farm showed that except in 
rare instances the production index was the determining factor in arriving at 
the maximum rate. There were a few instances where the farmer's estimate 
of the agricultural value of the land was the limiting factor; however, in most 
of these cases the county committee’s estimate of the land value was higher, 
In several other instances it was found that the limitation imposed by computing 
150 percent of the county payment rate or applying the $25 national maximum 
resulted in the determination of the rental rate. This occurred in counties where 
land of high productivity in relation to the average county productivity was 
offered for the program. 

Although the land values as determined both by the farmer and the county 
committee were recorded on the worksheets they had a negligible effect on de- 
termining annual payment rates. 

The determination of the agricultural value of land is recognized as being 
difficult and must be based almost entirely upon judgment. This difficulty is 
heightened by the fact that in order to comply with the current amendment this 
determination must be made for the specific acreage placed in the reserve, not i 
including other acreage in the farm unit such as woodland, pasture, and other 
nonecropland. Adjustments must be made for improvements and geographic 
location. The county office managers and county committeemen interviewed in 
regard to the basis for evaluating agricultural land stated they experienced 
difficulty in arriving at these valuations and relied principally on the estimated 
productivity of the particular acreage being offered in relation to what they 
believed was the productivity and value of the average county cropland. The 
land records reflecting recent farm transfers are an inaccurate guide because 
they reflect the sales price for the total farm unit including eligible and ineligible 
land as well as improvements. 

Regarding the county committee’s reliance upon the estimated productivity as 
a guide to agricultural value, two of the counties visited computed agricultural 
land value based directly upon estimated productivity. 

In Logan County, Okla., the county committee estimated that the average crop- 
land in the county has an agricultural value exclusive of improvements and 
geographic location of $100 per acre. They, therefore, instructed the office 
personnel to enter the estimated land value as the dollar equivalent of the pro- 
ductivity index; i.e., land offered for the program with a productivity index of 
120 percent was valued at $120 per acre and land with a productivity index of 80 
percent was given an estimated agricultural value of $80 per acre. 

Members of the county committee advised the staff that the agricultural value 
of land exclusive of improvements and geographic location is related directly to | 
the land’s productivity and, there being no other dependable source for deter- | 
mining its value, they felt the fairest method would be to value it based upon its | 
estimated productivity. 

A similar system for arriving at agricultural value was used by the county i 
committee in Van Zandt County, Tex. In this case the average land for the | 
county was estimated to be worth $90 per acre. 

In each of the counties visited a random selection was made of contracts 
signed and independent inquiry made to determine if the annual payment in any ' 
instance exceeded 20 percent of the agricultural value of the land. For this 
purpose real estate brokers: representatives of lending institutions, including | 
banks, farm loan associations, and production credit associations; and county ! 
clerks were interviewed. Reviews were made of the deed records at the county 
clerks’ offices with particular emphasis on recent transfers of land which had 
been offered for conservation reserve contracts. One or several of these sources | 
were contacted in each county, depending upon their availability within | 
the particular county. Based upon this type of a review, in the 24 counties 
visited, no instances were found where the annual rental payment contracted 
for exceeded the 20-percent limitation. 

As pointed out above, the agricultural value of land has a negligible effect 
upon the determination of annual rental payments to specific owners or operators. 
The deviee used to arrive at these payments is the setting of a production index 
on the particular cropland offered and applying this to the county rate which 
has been predetermined. Under the earlier programs the Department had set 
an average rate for the Nation of $10 per acre. This rate varied between coun- 
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ties from $7 to $15 per acre. It was permissible under this earlier program for 
counties to reduce the annual rental below the county rate, but they were not 
permitted to exceed the county rate for land of greater value or higher produc- 
tivity. It was the opinion of the county personnel interviewed that this resulted 
in the acquisition of poorer quality land for the conservation reserve. Although 
it was permissible to pay less than the county rate, it was the general feeling 
of the county office managers that this was, in fact, a flat rate and only in rare 
instances were farmers offered less than the county rate. 

Under the 1959 program the Department, in an effort to secure better quality 
land and greater geographic diversification, raised the national average payment 
to $13.50 per acre for part-farm participation and 110 percent of this, or $14.85, 
for whole-farm participation. The basic State rental rates were established 
in accordance with section 107(a) of the Soil Bank Act based on the national 
rate of $13.50 per acre. In turn, the county rates were established by the 
State ASC committees, taking into consideration the normal productivity and 
income of the land, land values within the counties, customary rental rates paid 
by the canneries and other tenants, and other judgment factors considered by 
the State committees. 

The county rate thus arrived at represented the rate applicable to the land of 
average productivity within the county. The county then applied a production 
index, expressed in relation to 100 percent for average cropland, for each indi- 
vidual farm offered for the conservation reserve program. 

In determining the annual payment rate based upon the productivity index 
the counties are permitted to pay up to 150 percent of the average county pay- 
ment rate. It was the unanimous opinion of the county office personnel and 
State personnel interviewed that the establishment of rental rates based upon 
productivity, permitting variance above and below the county rate, was more 
equitable to the operators and has resulted in securing average and, in some 
instances, above-average land within the county for the conservation reserve 
program. They stated that this has resulted in a higher payment rate than 
existed during crop years 1956 through 1958 and in a number of instances has 
resulted in the establishment of two separate rates for land of similar quality 
within the same farm unit. This has occurred where an operator contracted 
under the earlier program at the lower flat rate and in 1959 has offered the 
balance of his eligible land for the conservation reserve at the higher rates. 
There were a few instances where the farmer received a lower rental for 1959 
than he received under the earlier program. 


III, CONSERVATION RESERVE PRACTICE PAYMENTS 


Publie Law 85-459, June 13, 1958, provides “* * * that hereafter no conserva- 
tion reserve contract shall be entered into which provides for * * * payments 
for conservation practices in excess of the average rate for comparable practices 
under the agricultural conservation program.” 

In order to carry out this provision the USDA regulations have been amended 
to provide that the pertinent provisions of the ACP shall be applicable to CRP 
practice payments. At the county office level the ACP schedules are used as 
the maximum allowed for comparable CRP practices. 

Interviews and examination of a random selection of contracts at the county 
office level by the staff indicated that the personnel engaged in preparing con- 
servation reserve contracis were cognizant of the statutory requirement that 
the practice payments not exceed those for comparable ACP practices. No in- 
stances were found where conservation reserve practice payments exceeded com- 
parable ACP practice payment rates. 


(A summary of investigation of 1956 and 1957 conservation re- 
serve programs is as follows:) 
I. CONSERVATION RESERVE PROGRAM 
A, INTRODUCTION 


Objective of conservation reserve program (CRP) is to place general cropland 
to conservation use. Rates for 1956 and 1957 were identical, ranging from 
$6 to $14 an acre with a national average of $10. Contracts run 3, 5, 10, or 15 
years, depending upon conservation practice. Soil Bank Act authorized $450 

> 


million for each of years 1956 and 1957. Authorization reduced to $325 million 
for 1958 by 85th Congress. 
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B. PARTICIPATION UNDER 1956 PROGRAM 


In 1956, producers placed 1.4 million acres in CRP for which they were paid 
annual payments of $12.4 million. Department also obligated to pay practice 
payments of $11.1 million when practices performed; therefore, total amount 
paid and obligated under 1956 program was $23.5 million, or 5.2 percent of 
appropriated funds. Producers in Texas paid 46 percent of total annual 
payments. 

C. PARTICIPATION UNDER 1957 PROGRAM 


Preliminary cumulative figures show 6.5 million acres placed in program 
during 1956 and 1957, of which 5.1 million acres were in 1957. Goal was 20 
million acres. Cumulative annual payments obligated for 1957 total $58 mil- 
lion. Practice payments obligated for 1957 and subsequent years total $60.6 
million, of which it is estimated $45 million will be earned during 1957. There- 
fore, obligated annual payments and estimated earned practice payments dur- 
ing 1957 total $103.1 million, or less than 25 percent of appropriated funds, 

Principal reasons for nonparticipation in program are— 

1. High land value in relation to CRP payment rate. 
2. Farmers’ reluctance to sign long-term contracts. 
3. Necessity of complying with all allotments and soil-bank-base acreage. 

Largest participation was in Texas, New Mexico, Minnesota, North Dakota, 
Colorado, and South Dakota. Acreagewise, Texas accounted for 24.9 percent, 
and the six States, 64.7 percent. 

Survey shows that heaviest participation in Texas, New Mexico, and Colorado 
was in the drought areas. In 1956, Federal Crop Insurance Corporation (FCIC) 
canceled crop insurance in 14 counties of these 3 States because it had suffered 
loss of $18.2 million since 1948. Producers in these counties placed 646,903 acres 
in CRP, or 9.9 percent of national total. 


II. FrnpIncs By STATES 


Staff reviewed CRP by State and county level in Texas, New Mexico, Colorado, 
South Dakota, Mississippi, and Arkansas. 


A. TEXAS 


Preliminary cumulative figures show participation for 1956 and 1957 amounted 
to 1.6 million acres. In 1957 annual payments will total $15.5 million and 
earned practice payments approximately $10.3 million. 

Participation in 11 panhandle counties accounted for 22.1 percent of acreage. 
Deaf Smith County, which has suffered severe drought for 7 years, was largest 
participant acreagewise. This county presented problems in interpreting $5,000 
maximum payment limitation because of division of title and establishment of 
trusts after enactment of Soil Bank Act. 

Three cases set forth showing how division of title affects $5,000 limitation. 

Case No. 1 shows how original owner, wife, daughter, and daughter-in-law, 
after division of title, are receiving annual payments of $19,696.20 for 10 years, 
or a total of $199,692. Maximum payment to owner alone over 10-year period 
would have been $50,000. 

Case No. 2 shows how sale of land enabled six participants to receive annual 
payments of $28,635.30 for 10 years, with which payments they will pay for 
land within 6% years. Had original owner retained land he could have received 
only the maximum $5,000 annual payment, assuming land was community 
property of owner and wife. 

Case No. 3 shows how sale of land to relatives enabled three participants to 
increase annual payments from $4,734.90 to $10,631.70. 

Three cases are set forth which show how division of title and establishment 
of trusts affected $5,000 limitation and enabled purchasers to pay for land 
through CRP payments. 

Case No. 1 shows how annual CRP payments increased from $13,707.90 to 
$36,229.10, which will enable purchasers to pay for land within 10-year period 
of contract. 

Case No. 2 shows how sale of land to relatives and establishment of trusts 
for relatives increased annual payments from $5,000 to $24,997.50 for 10-year 
period. Payments will enable purchasers to pay for land within about 7 years. 


Case No. 3 shows how annual CRP payments increased from $10,000 to 
$32,135.50. 
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B. NEW MEXICO 


Preliminary cumulative figures show participation for 1956 and 1957 
amounted to 660,263 acres. In 1957 producers will receive annual payments of 
$5.3 million and will earn an estimated $1.7 million as practice payments. New 
Mexico only State to exceed acreage goal and it did so by almost 400 percent. 

Participation in 7 counties accounted for 76.4 percent of State’s total participa- 
tion. Based on Bureau of Census values, land in 7 counties could be paid for 
at CRP rate within 1.6 to 6.4 years. Largest participation acreagewise in Curry 
County (191,821 acres), 35 percent of county’s total cropland, caused by long 
and severe drought. FCIC canceled crop-insurance program for county in 1956 
because it had lost $3.5 million insuring crops since 1948. 

Files of Curry County agricultural stabilization and conservation (ASC) office 
show that on April 11, 1957, a landowner sold 6,260 acres of his farm to 12 indi- 
viduals, unrelated to him, for $400,710, which was approximately $65 an acre. 
No downpayment or interest was required, but contracts for deed with all 12 
individuals provided : 

1. All liability was conditioned and contingent upon buyer entering into 
10-year CRP agreement at $9 an acre for not less than 70 percent of culti- 
vated portion of land. 

2. If CRP contract was canceled before expiration of 10 years, buyer was 
relieved of all obligations. 

3. CRP payments sufficient to meet annual payments must be assigned to 
seller. 

On April 12, 1957, 12 buyers placed a total of 4,881.3 acres in CRP for 10 years 
for which they will receive annual payments totaling $43,919.70. Prior to sale, 
landowner executed CRP contract for $5,000 maximum payment; therefore, 
through sales, CRP payments over 10-year period have been increased from 
$50,000 to $489,197. Staff questions whether this sale could have been made had 
it not been for the CRP. 


Cc. COLORADO 


Preliminary cumulative figures show participation for 1956 and 1957 amounted 
to 479,929 acres. In 1957 producers will receive annual payments of $3.4 million 
and will earn an estimated $1.6 million as practice payments. 

Participation concentrated in east-central and southeastern part of State which 
has suffered prolonged drought. Seven counties in this area placed 220,806 
acres in CRP, or 46 percent of State’s total. FCIC canceled crop insurance for 
3 of these counties in 1956. Of the 7 counties, Kiowa (70,742 acres) and Chey- 
enne (47,872 acres) ranked first and second in the State. ASC officials of both 
counties attributed heavy participation to severe drought. 

Gano Properties, large landowner, sold land in Kiowa County, apparently be- 
cause of $5,000 limitation. Land sold at $35 an acre under contract which re- 
quired no downpayment, but required purchaser to place maximum acreage in 
both ARP and CRP and assignment of 75 percent of such payments to Gano. 
Kiowa County ASC officials said land sold by Gano was worth $12 to $15 an acre 
prior to soil bank. Six purchasers executed 10 CRP contracts in April 1957, 
placing 2.788 acres of land purchased from Gano in CRP for 10 years at $7 an 
acre. Annual payments totaling $19,516 will finance purchase of land. 

Gano also sold land in Crowley County during 1957 at reported price of $35 
an acre. Nine purchasers of Gano land placed 4,614 acres in CRP for 10 years 
at $7.50 an acre. Total annual payments will amount to $34,597.50. Land 
reported to be worth $10 an acre. Prior to above sales, Crowley County ASC 
office suggested that Gano be permitted to place entire eligible acreage of 11,620 
acres in CRP at maximum rate of $2 an acre. Department, however, made no 
exception to $5,000 limitation. 


D. SOUTH DAKOTA 


Preliminary cumulative figures show participation for 1956 and 1957 amounted 
to 412,354 acres. In 1957 producers will receive annual payments of $3.5 million 
and will earn an estimated $3.2 million as practice payments. State and county 
ASC officials advised participation generally concentrated in drought areas. 

CRP rates range from $6 to $12 an acre. Real estate broker said $6 rate 
encourages participation by farmer with marginal land, whereas $12 rate dis- 
courages participation by farmer with good cropland. 
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State ASC office proposed all minimum $6 rates be increased to $7. Depart- 
ment denied request, stating $6 rate represents an upgrading in rate, while the 
$12 rate represents some downgrading, and concluded more information avail- 
able to substantiate lower rate than higher rate. 

Land values of 14 counties with $6 rate indicate land could be paid for at $6 
rate within 2.1 to 3.7 years. Participation in these counties was 1.7 percent of 
cropland; national average was 1.5 percent. Land values for 9 southeastern 
counties with $10 to $12 rates indicate this land could be paid for at CRP rate 
within 7.4 to 14.6 years. Participation in these counties was approximately 0.5 
percent total cropland. 

E. MISSISSIPPI 


Preliminary cumulative figures show participation for 1956 and 1957 amounted 
to 48.970 acres. In 1957 producers will receive annual payments of $486,000 
and will earn an estimated $561,000 as practice payments. 

State and county ASC officials attributed light participation (13.8 percent 
of goal) to high land values as compared to CRP rates. They knew of only 
five contracts which approximated $5,000 limitation. 

County officials of Sunflower and Washington Counties, where participation 
was heaviest, said farmers participated because— 

1. They had surplus land for which there was no other use. 

2. Crops of soybeans, normally grown, has been poor in recent years. 
3. Some farmers are changing from crops to livestock. 

4. Small farmers have obtained other employment. 

High land values generally precluded land speculation. Purchase of 1,750-acre 
farm for reputed price of $175,000 cited. Buyer placed 526.3 acres in CRP for 
5 years; annual payments will be $4,999.85. Also placed 190.3 acres in cotton 
ARP for which he will receive $14,653.10 during 1957. Total CRP and ARP 
payments in 1957 amount to $19,652.95, or 11.2 percent of investment. In addition, 
buyer may harvest 110.9 acres of cotton and 445 acres of other soil bank base 
crops during 1957. 

F. ARKANSAS 

Preliminary cumulative figures show participation for 1956 and 1957 amounted 
to 61,526 acres. In 1957 producers will receive annual payments of $497,000, 
and will earn an estimated $701,000 as practice payments. 

State and county ASC officials attributed light participation (14 percent of 


goal) to high land values as compared to CRP rates. They knew of only one 
$5,000 contract. 

City water and light plant, Jonesboro, Ark., placed 653.2 acres in CRP for 5 
years for annual payment of $3,543.10. Company owns 920 acres of land with no 
allotments. For past several years land leased on cash rental basis for $2,000. 
Company unable to lease land in 1956 and, therefore, placed land in 1957 CRP. 


EFFECTIVENESS OF SOIL BANK IN CONTROLLING PRODUCTION 


Mr. Wuirren. I will not belabor the record at this point, but I do 
not find in all of the information which has been sent to the com- 
mittee, nor in these various investigations, anything that requires di- 
version from production, as you spelled it out in your statement. 

I agree with your statement as to the primary purpose. But the 
Acreage Reserve which has cost the Government about $1.7 billion was 
offered on the basis of taking out of production lands that were in 
production. 

I agree with the Secretary when he said that acreage controls will 
not work. I think one of the major problems in the agricultural field 
today is that the control mechanism has broken down. When it was 
originally written years ago, limiting a man’s acreage also limited his 
production. But with time and changes in agriculture, and the agri- 
cultural revolution, including machinery, all of this has made the 
control mechanism break down. 

Our corrective course should be directed toward improving con- 
trols, without proper controls. Lower prices serve increased produc- 
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tion, in my opinion. The record in the Department supports that, in 
my judgment, at least. 

Since the acreage reserve program has proved a failure and has 
been ended, on the recommendation of the present Secretary, and since 
its purpose was to take out of production lands actually in produc- 
tion, it leads me to wonder as to the wisdom of carrying on a kindred 
program, the conservation reserve program. As you state, the— 
primary purpose of the program is to divert cropland from production of ex- 
cessive supplies of agricultural commodities. 

If we recognize that the acreage reserve won’t work, it makes it 
dificult for me to understand how this conservation reserve pro- 
gram could reduce production by diverting second-rate cropland from 
produc tion. 

If you agree, and I am sure you agree with your own general state- 
ment, how can you reconcile the fact ‘that nowhere in your regulations, 
directives, or anywhere else, have you required removal from actual 
production as a basis for payment ‘under the program? 

You have gone along with renting land, so far as I have been able 
to find out. You give attention to productive capacity. I note here 
in your statement you say that, in your opinion, this has taken out 
lands that would have produced 143 million bushels of corn. 

Did you require that corn acreage that was allotted to the farmer, 
be taken out, or did you just rent land and figure that, if he had 
wanted to and had tried to, he would have produc ‘ed this corn? 

As long as you stick to that, you have not necessarily taken out 
any actual production. 


On the wheat and cotton acreage, I notice you estimate it takes 
out 40 million bushels of wheat. How many allotted acres of wheat 
did you take out? 

Mr. McLarty. We have that. 

Mr. Wurrren. Could you give us the figures? 

Mr. McLarty. Yes. 

(The information referred to follows:) 


In Oklahoma, & statewide report on all whole-farm units under contract and 
entirely out of production reveals: 

Percent 
of State 
allotment 

132,620 acres wheat allotments_______--__~- has als eet 
38,657 acres cotton allotments 4 
Goce acres peanut allotments... ~-1..60..6.cnssnae 

In addition, part-farm participation has taken out additional allotment acre- 
age. We do not have records for other States as this was an independent survey 
made by the Oklahoma State office. County offices could compile this informa- 
tion, but we have not asked them to do so as it would be a tremendous and 
costly job if done on a national basis. 

Mr. Wurtrren. How many allotted acres of cotton did you take 
out ¢ 

Mr. McLarn. Let me explain how we arrived at the study. I think 
if you understand that, Mr. Whitten, you will agree that. the study 
was conducted fairly ¢ and accurately. 

What we did in this study, and this was done under Mr. Hamilton’s 
supervision, was to take, after the 1959 signup, the acreages actually 
signed in spot counties in several States and for those actual acreages, 
we checked the records to determine what had been planted in the 
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way of crops in the past 2 years. This ties in with another point that 
I hope we get into a little discussion of later on here today ; a higher 
percentage ‘of the acre: ges placed in reserve, particularly in 1959, rep- 
resented acreages where we took the whole farm out. We went out to 
these farms and determined that the farmer had raised thus and so 
the past 2 years. This survey reflected the record of all production on 
that farm. 

Mr. Wutrren. Could I interrupt you for the purpose of keeping the 
record clear. 

Mr. McLarn. Yes. 

Mr. Wuirren. When you rented that whole farm, did you reduce 
the county allotment by the same amount? Or did this just leave 
acres to be allotted to other farms in the county ? 

Mr. McLarty. The acreage allotment was not transferable to other 
farms. 

Mr. Wuirten. Did you see that the man did not rent one farm and 
keep two? Last year our studies showed that you permitted a man to 
rent one farm and then put his total corn acreage in on another farm. 
He got rent from the Government and his production was not reduced 
at all. 

Mr. McLarn. Do you want tocomment on that ? 

Mr. Haminron. Yes. 

The Department has a definition for a farm under which all quota 
and allotment programs are administered. Our program treats 
those farms exactly like we do in a quota and allotment program. If 
two farms are combined as a farm, the reduction in crop production 
must be made on those two farms. In other words, the definition of 
a farm, as we use it in all programs in the Department, goes clear 
across the board, to the conservation reserve as well as the acreage 
allotment and marketing quota programs. 

Mr. Wuirren. Let us say that a man has two farms and signs 
up one farm under the corn program and is issued a marketing 
quota. He then rents that farm to you. The farm has never been 

carried on a joint basis and then he does not sign up the other farm 
for the corn program, but just puts all the corn he wants to on it. 
That has happened. 

What have you done to prevent it, if anything? 

Mr. Hawiron. We have treated it exactly as it would be treated 
under the acreage allotment and marketing quota programs; separate 
allotments on each farm we treat as separate farms. 

Mr. Wuirren. That is right, and it leads then to the man signing 
up one corn farm and drawing pay from the Government for not 
planting corn on the other. He then turns around and does not 
put the other farm under the corn allotment and, therefore, is com- 
pletely free to put the whole farm in corn and the Government ends 
up with more corn than it would have if you had let him alone and 
had not rented it. 

That was true under the acreage reserve. Apparently, from your 
increase in rates under the conservation reserve, you have gone out 
there and paid more for submarginal land than you did in 1957 
under the dtreage reserve for land in actual production. I put in the 
record at this point a GAO report pointing this out. 


Lhe at ot 


~~. > me 
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(The material referred to follows :) 


COMMODITY STABILIZATION SERVICE 


Miscalculation in computation of soil bank conservation reserve annual payment 
rates 

Annual payment rates assigned to New Mexico and Texas under the soil 
bank conservation reserve program were miscalculated. On the basis of the 
percentage difference between the rates assigned to these States and the cor- 
rectly calculated rates, the Commodity Stabilization Service may have paid 
amounts up to $800,000 in rental payments during 1957 in excess of what 
would have been paid if the error had not been made. The agency informed 
us that all rates are being redetermined for 1959 and, therefore, new contracts 
signed in 1959 and thereafter will not be affected by this miscalculation. How- 
ever, the monetary effects of this miscalculation will continue in varying 
degrees throughout the terms of the contracts entered into prior to 1959. 


Certain annual rental rates under the conservation reserve program were higher 
than rates under the acreage reserve program 

Six counties in New Mexico were assigned annual rental rates under the 
1957 soil bank conservation reserve program in excess of the rates established 
under the 1957 soil bank acreage reserve program for wheat. The rates estab- 
lished in these six counties under the acreage reserve program ranged from 
$3.45 to $7.43 an acre, while the rates under the conservation reserve program 
ranged from $6 to $9 an acre. The basis used in distributing the national 
conservation reserve acreage goal among the States did not necessarily con- 
template participation by other than marginal land or land of low productivity. 
Therefore it does not appear reasonable to pay a higher rate for this type of 
acreage than for acreage suitable for the production of basic crops. The 
relationship of the conservation reserve rates and the acreage reserve rates 
in these six counties was also inconsistent with the relationship of the rates 
nationally. Generally, throughout the country the rates for the acreage reserve 
program were higher than the rates for the conservation reserve program. 

For the 1958 crop year the acreage reserve rates for wheat were increased 
to the extent that in three of the counties they were equal to the conservation 
reserve rates and in three of the counties they slightly exceeded the conser- 
vation reserve rates. 

The agency expressed the view that the conservation reserve rates are 
reasonable in relation to income in drought years and stated that “in years 
such as 1958 when rainfall is more adequate, income from all crops grown 
on similar land not under contract will, due to relatively large yields, be sub- 
stantially above the annual rental rates on adjoining conservation reserve 
contract farms.” 

Mr. Wuirren. That is in New Mexico and Texas. That state- 
ment is by your agency, that if they have a rainy year they might 
really make a whole lot more money. The history of rainfs ull in that 
section of Texas and New Mexico is well known. 

The point I make is, in reading all of your regulations, and having 
had the benefit of all of this committee’s findings which were pub- 
lished in our hearings last year, and in view of the language we 
wrote into the 1959 “appropriation bill trying to get you to scale 
your rates down to reasonable rentals for production actually re- 
moved, I do not find any effort by the Department. to enforce or 
require that reduction in actual production. 

Apparently you leave it up to local communities to determine the 
land values, what the production possibilities are, and as long as 
you do not require the farmer actually to reduce production, you 
enable him to buy fertilizer and insecticides and actually increase 
production. 

I am going to say something else at this point, so you may cover it 
later. ; 
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In many sections of the United States, I have been told timber and 
land companies have bought up land that had not been in production 
to any extent. Then they have turned around and rented it to the 
Government under the conservation program and have had you 
largely finance the planting of trees. At the end of 15 years they 
will have land that did not cost them anything, and a stand of timber 
at; Government expense. The Secretary charges it up to the cost of 
the farm program. I do not know where we are going to go, but 
instead of following the findings of the committee last year and the 
language which was intended to scale rates down in line with pro- 
duction actually removed, we find here this announcement by the 
Department in August 1958, and I quote from the Department’s 
release : 

Several changes, to be effective under contracts which began in 1959, have 
been made in the conservation reserve to strengthen its operations. These 
include: Substantially higher annual payment rates (a national average of 
$13.50 per acre, as compared with the previous average of $10) ; greater incen- 
tives to put “whole farms” in the program; and a priority basis for acceptance 
of offers to take part in the program, when total applications may exceed avail- 
able funds in a county. 

Mr. McLain, I think one of the greatest damages that has been 
done to the American farmer and public opinion was to pay him for 
doing nothing, which was done under the acreage-reserve program. 

I am glad to see the Department recognizes it and recommended 
quitting it. Now, you have apparently shifted all the weaknesses of 
the acreage-reserve program over to the conservation-reserve program, 
because you do not require any actual removal of production. In- 
stead of going along with Congress and trying to scale down rates 
in line with production actually removed, you raise the rates. 

What efforts, if any, have been made to prevent companies from 
buying up land, putting it into a Government program, and charg- 
ing it up to the farmers, when the Federal Government pays enough 
to equal the cost of the land and in effect gives them a stand of timber 
in 10 or 15 years for nothing? What efforts have you made to prevent 
that ? 

Mr. McLarn. Let me say first of all that I, of course, do not agree 
with many of the points you have made here. Obviously, you have 
not been too much in sympathy with the program from the start and 
we recognize that. 

Mr. Wurrren. I am not. I do not. believe it has done anything 
toward correcting the basic problem we face in agriculture. I do not 
want there to be any misunderstanding. 

To pay $350 million per year to 126,000 landowners to take out 
second-rate land, whether it was in production or not, doesn’t scratch 
the surface of production. 

Mr. McLarn. I wanted the record to show that. 

Mr. Anpersen. There is no question but what Mr. Whitten has 
always had reservations about this particular program. 

Mr. McLatn. I do not quarrel with his right to do that. 

Mr. Anpersen. Neither do I. 

Mr. McLarty. Iam sure that you would indicate 

Mr. Anpirsen. If the chairman would permit, I think this is one of 
the few places where the chairman may have been wrong. 

Mr. McLatn. I do not want to get into that. 
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Mr. Wuirren. Our friend from Minnesota, Mr. Andersen, spon- 
sored a soil bank program and, by reason of that fact, I don’t believe 
he notes the differences between the one that we have and his original 
idea. 

Mr. McLarty. Let me say this, with regard to the acreage reserve 
program: 

Mr. Wurrren. I do not want it misunderstood, but I do think that 
I should say that I am convinced that acreage controls have proven 
they will not work. That being true, I have never thought it would 
work to just rent acres. In our > findings of what went on in the acre- 
age reserve program, it is apparent that little attention was given to 
actually reducing production. I seriously doubt if the Federal Gov- 
ernment has enough money to take away a sufficient amount of land 
that might have been in production to really solve this problem. You 
gave up on the acreage reserve after spending $1.7 billion. 

I would say that all of the money in the Treasury would not work 
if you did not require the person w rho got into this to reduce produc- 
tion. The program is a matter of law and I try to go along with the 
law. But as long as the purpose, as you express it, Mr. McLain— 
and I quote you again, “The primary purpose of the program is to 
divert cropland from production of excessive supplies of agricultural 
commodities”—as long as you have a program and pay out ‘the money 
without requiring a ‘reduction in produc tion, in my opinion you 
never will make it work, whether you agree with the law or not. 

Mr. McLarn. Again, I do not agree with several things you have 
said. 

Let me back up to the acreage reserve program just a minute so we 
are sure that people understand all the facts about it. 

You are well familiar with the 1956 program, of course. There 
were some specifics written into it by members of your party, may I 
say, and I do not like to say this 

Mr. Wuirten. I am asouthern Democrat. Sometimes I do wonder 
whether I have any party. 

Mr. McLain. That would be obnoxious to this administration and 
has been obnoxious. 

I would like to have the record show that we almost had this written 
into the law in later years. 

Mr. Wuirren. Let me put another statement into the record on the 
other side and then we will be even and start over. 

Mr. McLarn. All right. 

Mr. Wuirren. The President and the Secretary recommended that 
this money be paid out in advance of the 1956 elections on the promise 
of the farmer to take land out of production the following year. 

You are familiar with that, are you ? 

Mr. McLain. I am familiar with most everything that happened. 

Mr. Wurrren. But are you familiar with that? 

Mr. McLarn. I am familiar with the statement you made. The 
point you make is the dismal failure of the 1956 acreage reserve pro- 
gram. I think the first year everyone recognized the lateness of it. 
It was really in reality not much more than a drought relief program 
and was used very successfully because the Congress again, from the 
House Agriculture Committee, insisted that this be done. 
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Mr. Anpersen. Mr. Chairman, might I ask him a question at this 
point ? 

Mr. Wuirren. Yes. 

Mr. AnpersEN. Is it not a fact that that particular first year, as 
you stated, Mr. McLain, it was used mainly down through New 
Mexico, Texas, as a drought relief program? Like you say, it cer- 

tainly was not given a fair shake that particular year. 

Mr. McLaty. The Congress intended it be used that way. 

Mr. Anpersen. The gentleman from Texas and that area were 
mainly interested in seeing it was done. I personally did not object 
because those farmers down there were in desperate circumstances, 
But it was a far cry from the real purpose of the act. 

Mr. McLarty. That is ex xactly right. 

Mr. Anprersen. Thank you for Jetting me put that in. 

Mr. McLaty. The other point I want to make, and this is a matter 
of record, we almost had the act extended on that basis. <A bill very 
nearly passed that would have done that on the House side. 

Of course, we opposed it because, while we recognized the money 
that. was spent in 1956 did do some good to people that were in serious 
straits because of the drought, we did not want the program bank- 
rupted on that basis. We thought it ought to have been done in an- 
other manner. 

To get up to the conservation reserve, which we are here to discuss 
today, Mr. Whitten, you make the statement that we have no direc- 
tive—— 

Mr. Wuirren. I said I had been unable to find any requirement 
that actual production be taken out. 

Mr. McLarn. I think if you understand how the program works 
you will have to recognize that there could be no other motive in the 
regulations that were adopted. No. 1, when you put a fence around 
a piece of cropland and this is cropland—we accept nothing else—if 
any acreage other than cropland has been accepted it has been ac- 
cepted in error and we would be happy to be notified of it either by 
this committee or anybody else. 

Mr. Wuirren. You know some years ago I was district attorney. 
I had a great-uncle. He told me I ought to do something about slot 
machines operating in my district. I said, “If you will make an af- 
fidavit, or somebody else will, I will do something about it.” My 
uncle said to me, “You are the one drawing the pay.” I got busy. I 
do not think it devolves on us to tell you what goes on in your agency. 

Mr. McLatn. I didn’t say that. 

Mr. Wuirrren. If we find out, we will tell you. We are a little bit 
too busy trying to supervise this thing. We think it is your job. 
You are being paid for it. 

Now, to the point of your illustration. You have just described 
taking out cropland. 

Mr. McLain. That is exactly right. 

Mr. Wuirren. You take out 30 acres on 150 acres of land and do 
not require the man to cut his total production. He can take your 
money, buy fertilizer and produce more on the 120 than he would 


have on the 150. if you had not given him the cash. That is what I 
direct my attention to. 
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Mr. McLaxn. If it is the desire of this committee that we put into 
effect regulations that you cannot use fertilizer, this is a new concept. 
We haven’t heard this before. 

Mr. Wuirren. You did not misunderstand me to that extent. You 
understood. My point was that as long as you do not require the 
land owner to reduce his production, but merely get rid of some of 
his acres and leave him with the rest of his acres, you have not done 
as you say. 

Mr. Anpersen. Would you pardon another interjection, Mr. 
Chairman ¢ 

Mr. Wuirren. Yes. 

Mr. Anpersen. I ask you to do that so we can have a connected 
record as we go along. 

Mr. Wuirren. I am glad to yield. 

Mr. Anpersen. Thank you, sir. I cannot see, Mr. Chairman, how 
you can arrive at the fact that there is no reduction in production 
when, as we all know by the record, and according to the report given 
us this morning, that we will have contracts for reduction or con- 
tracts in the conservation reserve by the time of the 1960 crop year of 
approximately how many acres—23 million acres? 

Mr. McLarty. Yes. 

Mr. ANpeRSEN. To me you cannot take that much land out of pro- 
duction and replace it from any other source. That much land is defi- 
nitely out of production, Mr. Chairman, 

I agree that in certain small instances perhaps you can find skul- 
duggery. You can do that in any program, but here you have 5 per- 
cent of the total crop acreage of the United States taken out, when 
we get 23 million acres out, and you cannot lose that. You cannot 
find that across the fence, gentlemen. It is a physical impossibility. 
That is why I part company with my good chairman. 

Mr. Wurrren. Like Mr. McLain, you are not touching directly on 
the point that I make. You say carefully that this acreage could 
produce—— 

Mr. McLain. We took the record for the past 2 years. I do not 
know what better evidence you could have. 

Mr. Wurrren. If I may point out again, I do not think there is any 
misunderstanding. When you rent acreage but do not require the 
farmer or the landowner to reduc ‘e production, you leave him the 
remainder of his farm, and he may increase his production. You say 
that the purpose of the act is to take out of production, divert crop- 
land from production. Yet I do not see any requirement that it be 
diverted from production. 

Mr. McLain. If you would let me get down to explaining this, it 
must be cropland that has had a crop taken off of it in right recent 
years. There is a base acreage which includes the cropland which 
have hi ad crops taken off of it, and when this acreage is taken off and 
placed in the conservation reserve the remainder of the base ac reage 
could not be exceeded by total crops planted. The only way you 
could tie it down more would be for the farmer to sign a contract, if 
we only had part of the farm in reserve, to the effect “that on the rest 
of the acres he would not use fertilizer or anything to step up produc- 
tion. We cannot do that. We do not think the law authorizes it. 
We have tried to set the program so we take the whole farm unit out. 
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When we take the whole farm unit out, he cannot do any of these 
other things to increase pr oduction. This is the point I wanted to 
make with you. This is the real reason why we take whole farm 
units out; the farmer won’t meek be able to do as he always has done 
when he removes part of his cropland from production. He will al- 
ways go out and try to do the — he can, on the rest of the acres he 
has, to increase his ‘production. I do not criticize him for that. 

Mr. AnperseN. That is human nature. 

Mr. McLain. That is human nature and good business. 

Mr. Wuirren. I am not criticizing him. If you walk around pass- 
ing out $10 bills, I do not know why anybody should not take them. 
But the administration of the act in my opinion does not reach its ob- 
jective since there is no requirement that he reduce production. 

Mr. McLarn. Do you read anywhere in act where we should require 
him to only market so many bushels? 

I do not read it in the act that way. If this is your interpreta- 
tion—— 

Mr. Wuirren. You say here, “The primary purpose is to divert 
cropland from production.” 

Mr. McLarn. That is correct. 

Mr. Anpersen. That is correct, Mr. Chairman. 

Mr. Wurrren. I think you have failed to work on the production. 

Mr. McLarty. We just disagree with that, Mr. Chairman. 

Mr. Anpersen. I would have to disagree with you on that point, 
too, Mr. Chairman. 

Mr. Wuirren. If you do not require an actual reduction in the pro- 
duction, how do you feel that this law would ever enable you to handle 
the major problem, which is to reduce production ? 

Mr. McLain. We think it will if it is given a chance; the very fact 
we have many Senators rights at the moment complaining because 
the businesses in their areas where this program is operating, and Con- 
gressman Anderson here can testify to this, are complaining because 
this thing is working. It is shutting off the supply of commodities. 
This is the criticism of it. This, in itself, is a demonstration the pro- 
gram is working. Down in the South, not too far from you, Mr. 
W hitten, the biggest complaint we had of the acreage reserve pro- 
gram was from whom? The cotton ginners, fertilizer | sellers, and the 
people that were in the business of h: indling the commodity. This is 
evidence that the program was doing the job. It is the first time in 
the history that a program for crop reduction has ever done a job. 

Mr. Wuirren. Let me go along that line here. I have had a lot of 
objections from my State and my immediate area, by reason of these 
land companies buying up land. ‘You will virtu: illy give them a stand 
of timber without expense plus title to the land in 10 or 15 years, SO 
I am told. There are lots of complaints that this is moving people 
out of the county. I mean if the farmer quits farming 

Mr. McLarn. If he quits farming, he has shut down his production 
plant, has he not? 

Mr. Wuirren. That particular farmer has. 

Mr. McLarn. This is going on all over the place. 

Mr. Wmirren. The other side of it is that the kind of land you 
are renting under this, and I quote people and their reports to me, is 
a kind and class of land that never did contribute very substantially 
to the overall production. 
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Mr. McLain. You can find isolated cases that way, but that is just 
not a fact as far as the average land that we have, Mr. Whitten, aud 
the record ought to show that. 

Mr. Wutrren. Mr. McLain, I do not know that I have traveled as 
much as you, and an argument between you and me about what we 
believe does not resolve this problem. But in the areas I know about, 
the land that has gone under conservation quite definitely is second- 
and third-class land. I could quote responsible people in your own 
Department who have done a great deal of traveling and will confirm 
that. Here is an article in a recent paper which is typical of many 
things. This is the Colorado Springs Gazette Telegraph, Sunday, 
March 8. I read from it: 


SOME ScHOOL LESSEES Put TRACTS IN Sort BANK 


A group of land lessees in El Paso County are making a tidy profit from school 
lands by soil banking the leased lands for five to six times more money than they 
pay the State for the leases, it was learned Friday. On land leased from the State 
for approximately $1 per acre, agricultural lease fee, the lessees are tapping the 
soil bank for from $64 to $7% per acre annual cash rent from the Federal Gov- 
ernment, The contract is a long-term agreement for 5 years. In addition to the 
high soil bank cash rent paid State school land lessees, the Federal Government 
also pays the lessees $1 per acre for drilling grass seed on the land, pays up to 80 
percent of the cost of grass seed so lessees can meet soil bank terms and draw 
the $6.50 to $7.50 per acre. John Pearson, manager of the El Paso County 
ASC office said Friday here there are only a handful of State land lessees who 
have the soil bank. 

The article continues and says that many of these holders had to go 
get their leases extended so they could qualify for grants from the 
Federal Government. 

This program, so far as my observations are concerned, is filled 
with that kind of practice. The question in my mind is whether this 
approach is doing anything to solve the farm problem. Ori is it merely 
helping a few folks, paying them for virtually nothing, giving timber 
companies a stand of timber, with all this $360 million a year being 
charged up to farmers generally. 

We need to get into whether it is worth the cost, even if it is being 
handled legally. 

Mr. McLat. Certainly we admit, as Congressman Andersen said 
here, that you can find some isolated instances where administration- 
wise at the local level everything has not been done according to the 

regulations. 

Mr. Bercer. Pardon me. You do not know what that land has been 
producing that has been rented as school land, Maybe it has been 
producing wheat. It might have been producing edible beans out in 
that territory. That would be a good bet on my part. We have had 
Plenty of those and some problems with them in the price-support 
program. 

Mr. Wuirren. I would say that you are absolutely right, but as 
long as you knew that was possible, you should not have approved 
the rate without going out there and seeing. That is the point I make. 

Mr. Bercer. The county committee, of course, has made the deci- 
sion, but the land was likely producing something much more than 
maybe the rent of $1 an acre was prov iding. 

Mr. Wurrren. I would suspect not: ‘if it was rented for $1 an 
acre, it was likely used only for grazing. I do not know. 
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Mr. Bercer. I would doubt that very much, Mr, Chairman. 

Mr. McLatn. I would, too. 

Mr. Bercer. I would doubt it very, very much. 

Mr. Wuirren. In the investigation that we have recently had—— 

Mr. McLarn. What did it show? 

Mr. Wuirten. It is in the record. It shows that you send out the 
regulations and the rest is largely up to the local committees. You 
have to look to them for enforcement. That is what it amounts to. 

Mr. Manwartne. That is not done without supervision of the 
county committees and the employees of the county office by the State 
office, through the field men, the State committeemen and their pro- 
gram specialists. They are just not turned loose to do what they 
want to do. 

Mr. Wuirrten. I will tell you a way to find out what that super- 
vision amounts to. Can you tell us what action was taken on each of 
the instances that we reported in our last two investigations? 

They are in the hearings. I would like for you to supply us with 
every action taken by the Department with regard to collecting money 
or to setting aside these contracts in Texas that the General Account- 
ing Office says may cost us $800,000 in overcharges. I would like for 
you to tell us every action that you have taken to correct these things, 
to recover money, or to modify the contracts, The Comptroller Gen- 
eral does not give any indication that you moved a step to modify 
these contracts in line with the statement that was made. 

Have you made any ? 

Mr. Manwarrna. I[ would be glad to give you that report. 

Mr. Wurrren. This is the Comptroller General’s report. You have 
had it. I ask you now, have you taken any corrective steps to date! 

Mr. Manwarina. I am sure, Congressman, we have looked into 
those cases as far as we have had time to since we had that report. 
I do not know whether we have made a report yet to the Comptroller 
General with respect to that. That I would have to check. I do not 
know the answer. 

Mr. Anpersen. Mr. Whitten, as long as you mentioned the value of 
the land 

Mr. Wuirren. I would like to follow this up. 

Mr. Anpversen. Go ahead. 

Mr. Wuitren. You do not know of any specific action the Depart- 
ment has taken ? 

Mr. Manwarrne. I cannot give itto younow. No, sir. 

Mr. AnpersEN. On this point as to the value of the land taken out 
of production, Mr. Whitten, of course, I am speaking and can speak 
authoritatively only about southwestern Minnesota, with which I am 
very well acquainted, I know this: That the rates per acre, as deter- 
mined by the various counties, are in most instances scarcely high 
enough to get the average land out of production. There may be iso- 
lated cases of poor farms, that might be averaged up too high, but if 
that is the case, it is the fault of the local ASC committee. But I do 
not know of any such cases. I know this, that in Nobles County and 
Rock County in southwestern Minnesota, which has just as good corn- 
land as practically any in northwestern or central Iowa—we are talk- 
ing about a hundred-bushel cornland; 80, that is common—I know 
that there is about a $16.50 rate there, I believe, Mr. Hamilton, in 
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those two counties. I say this: That if the Government can get any 
of that land out of production for that figure on any of those farms 
where practically every acre is farmed, they are doing a good job and 
I cannot go by shies general statements that there is a lot of skuldug- 
gery in the program, because that is not the case in my area. 

The supervisors from the State office are looking into the matter very 
carefully, and my county committees are doing a very good job of 
handling it. 

Mr. McLatrn. They are elected by the farmers, Mr. Andersen. 

Mr. Anpersen. Absolutely. I cannot agree with the chairman in 
his outright condemnation of this program. I think the chairman is 
wrong. It is the first place that I have decidedly disagreed with him. 

Mr. Wuirren. I wish to repeat again that I personally cannot see 
that this program can ever reach the purpose, as you have expressed 
it, I think the records of the Department on production clearly sup- 

rt that conclusion. I do not mind my friend from Minnesota dif- 

ering with me in any particular at any time. That is a matter of opin- 

ion. If he thinks, as he says he does, and I do not question it, that to 
rent this type land will solve the overproduction problem, without a 
requirement that the farmer actually reduce production, and that the 
way you are handling it will meet the purpose, to divert cropland from 
production, he is entitled to his belief, 

Mr. AnpersEeN. If you will yield on four words. You say “unless he 
is required to reduce production.” He is required to reduce produc- 
tion. The fact that he takes this land out of production and puts it in 
conversation reserve, that is where your premise is wrong. Certainty 
he is required to reduce production. 

Mr. Wurrren. May I quote the gentleman from Minnesota. You 
just said the rates are too low in your area to take out land that really 
contributes anything. 

Mr. AnprrsEN. No. I say they are so low that you cannot accuse 
them of being too attractive and the further you come down into that 
area, the less land in proportion is taken out. It is just not attractive. 


CONSERVATION RESERVE CONTRACTS 
Mr. Wurrren. Could we have in the record at this point the number 


of contracts you have by State? 
Mr. McLatrn. Yes, sir. 
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(The information requested follows :) 


Conservation reserve contracts in force in 1958? 


Alabama 3, 233 | Nevada 
Arizona 62 | New Hampshire 
CO EEE Ee 2, 963.| New Jersey 208 
California é 279 | New Mexico_ 301 
Colorado 3, O81 | N Tork 518 
Connecticut t 11 | Nor ‘arolins 481 
Delaware 42 | Nor akota___ 5, 721 
Florida » 2a0 i 714 
Georgia- , 648 <li é 5, 565 
Ue ic os ee heats bh Sth wrt cena aka 342 reg 794 
a A a te 451] P sylvani: 767 
Indiana 940 | Rhode Island___ - 
lowa eee , 645 | South Carolina » 221 
Reansss-— anette tan 5, 670 | South Dakota 5, 589 
Kentucky 970 | Tennessee_____- 2, 480 
Louisiana 5 fe , 346 | Texas 9, 512 
Maine , 482 | Uti 516 
447 | Vermont__- 308 
eins 31 | Virginia 480 
ITS hor oti dea isd east 4, 013 | Washington : 467 
Minnesota , baits 13, 056 | West Virginia___ 140 
Mississippi 2, 873 | Wisconsin 302 
Missouri 3, 378 | Wyoming 252 





ave 

663 omnia 

2, 196 Total 125, 508 

1 Based on annual report to Congress submitted later than data used in budget docu- 
mentation. 


Mr. Wuirren. Many of the things I raise here do not apply par- 


ticularly to my as section. May I say the situation is con- 
siderably different in some sections of Minnesota, than in others 
where they have never had any real production—or so I am advised. 


EFFECT OF ADJUSTED RATES PER ACRE 


May I say the lands in New Mexico and Arizona, according to our 
investigators, are not in that high-production « sategory. T think 
you would agree that, by and large, the places in which you have 
had many abuses are in those areas of the United States where pro- 
duction per acre is relatively low. 

Mr. McLarn. With respect to the 1956-58 programs, I would agree 
with that. The 1959 program, for which we did adjust the rates, 
was the first program not in that category. If you keep the rates 
down, all we will ever get is the average land in the poorest sections 
of the United States. 

I agree, if you keep it on that basis that we will never accomplish 
much with the program. That is why we made the shift in 1959. 

Mr. Wurrren. If we sit here and let you shift this completely 
over to where it becomes another acreage reserve program, what basis 
do we have to think that would work? You said act ‘eage reserve did 
not work. Now you say you want to shift this over and raise the 

rates and make it an acreage-reserve-type program. If the acreage 

reserve would not work, what makes you think this would? If you 

shifted the conservation reserve rates up to that level and ran it 
like you ran the acreage reserve, what makes you think it would run 
any better than the other one? 
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Mr. McLarn. I didn’t say that. 

Mr. Wuirren. Your statement was that you were trying to raise 
the rate so as to retire land that really produces. 

Mr. McLain. We have tried to get the rates on a level that will at- 
tract land that will accomplish something from the standpoint of the 
point that I made in this statement, that is, to reduce production. 
In that process we have put in a governor, which I am sure that you 
know about, but which you have completely omitted here, in that we 
let farmers put their own appraisal of the rate on this land, i in addi- 
tion to the maximum rate we set for the farm. 

We have many States this year in which, after the county commit- 
tee had set the rate, the farmers s put their own bids on the land, and 

fthey thought they wanted to get in badly enough, they even reduced 
the rate bids below that we put « on it, which, of course, was the safety 
that I think we have to have in this program in order to be sure it is 
protected on this score. 

Mr. Wuirren. Mr. McLain, may I say again that, as you shift this 
to higher rates in an effort to get land that is really productive, it is 
in my opinion headed toward making it similar to the acreage reserve. 

Mr. McLatn. No. 

Mr. Wurrren. It is headed in that direction. I do not condemn 
the farmers for trying to get rent without having to run the risk of 
this present cost-price squeeze. I think every farmer in my area, in 
view of the high cost of farming and all the problems he has to go 
against under the present policies and present laws, would feel that 
he would be much better off to have a cash return without farming. 
I repeat again that the record for the last 4 or 5 years has nothing in 
it that leads me to believe that this will ever cure the problem. 

I believe that, and I do not condemn the farmer, that if the Govern- 
ment wants to pay him not to farm, I do not blame him for t taking it. 
But I think if he had a little longer sight, he could see that the Sec- 
retary and all of them use that money to attack ev ery kind of a farm 
program, in my opinion. 


BUMPER PRODUCTION IN 1958 


Mr. McLarty. You are aware, or the committee is aware, that in 
1958 we had, of course, the largest total crop production in history on 
the smallest acreage in 40 years. To lay all that, of course, to the 
acreage reserve, or conservation reserve program, which some people— 
Tam not saying you do—but some people seem to infer, of course, in 
my judgment just does not face up to the facts, Suppose we had had 
25 million acres more harvested in 1958, or 28 million more? What 
would our total production have been? That is what we should look 
at. 

Mr. Warren. You look at it from your side. Now look at it from 
the other. What was your production of wheat in 1957, and in 1958? 
What was your production of feed gr ains in 1957 and ee What 
was your production of corn in 1957 and what was it in 1958 

Mr. McLarty. Of course, the good Lord has more to do with what 
production is than what you or I or any other individual thinks about 
that. 

Mr. Wuirren. May we have those figures in the record ? 























wer 4 


tS PS Sim es te *-* 


“7 


“ew eer 


= + eee 























2160 


Mr. McLary. Yes, and with it a statement that we had the most 
favorable crop year we have had for years, which of course is the 
reason the production went up. Absolutely; anyone knows that. 

(The information referred to is as follows :) 


U.S. production of wheat and feed grains for 1957 and 1958 


[Thousand bushels] 





1957 1958 





NE a am 14 950, 662 1, 462, 218 
Pe ea a oe I 7h oh kb ipa ech ckbnnninbheesohunbinbabndsems 437.170 470, 449 
I a 1, 300, 954 1, 422, 164 
IIIS 33 Bagchee SN eA Daeg et ea dhbetebderesuvesurenback 564, 324 614, 845 
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The opening statement of the crop production annual summary issued Decem- 
ber 17, 1958 by the Agricultural Marketing Service reads as follows: “Crop pro- 
duction in 1958 reached an alltime high—11 percent larger than the previous 
record. High yields per acre were mainly responsible as harvested acreage was 
the third lowest in over 20 years. Planted acreage was the smallest in 40 
years * * *. Weather generally seemed to be working for farmers throughout 
the entire cycle from before seeding until after harvest. Soil moisture was 
more generally adequate for seed germination and plant growth than in most 
years. Irrigation water supplies were ample. Moderate temperatures favored 
full growth and maturity and dry fall weather aided rapid and successful har- 
vest. Weather benefits thus contributed directly to crop success and also gave 
added effectiveness to the many advancing techniques increasing farmers’ pro- 
duction efficiency.” 

Mr. Wurrren. I think the good Lord 

Mr. McLarn. Is a pretty good individual. 

Mr. Wurrren. Yes; he is a pretty good contributor. I think the 
invitation to offset reduced prices may have entered into trying to in- 
crease yields. But I cannot see, personally, that this approach, with- 
out requiring the taking out of actual production in units 

Mr. McLatrn. Bushels? 

Mr. Wuirren. I started off by saying that, unless you have such a 
requirement, I do not see that this can ever work. I have said before 
that I think the breakdown in the farm program to a great degree 
is due to efforts to control by limiting the acreage. I agree that has 
broken down and it will not work. 

Mr. Anpersen. If I may, Mr. Chairman, let me give you an actual 
illustration on my own farm. 

On the one hand, we produced last year, my partner and I, on 180 
acres of cornland, unrestricted production, an average of about 62 
bushels to the acre. That is on an average. Some fields went to 80, 
some new spots were not too good and they went 40, but we averaged 
62 bushels per acre. 

The way we farmed that farm, I do not see how it would be possible, 
if I were to have a contract under conservation reserve, I do not see 
how it would be possible for me in any way to increase my production 
on any other portion of that particular farm, the only farm which 
we own, just sticking right to my own premise. I certainly cannot see 
how it could be possible, if I did have a contract, or my partner and 
I had a contract, I do not see how it is possible, taking my whole little 
county of Lincoln County, comprised of about 1,640 similar farms, 
averaging about 215 acres in size, I don’t see how you can have any 














most 
; the 
t. 


58 
462, 218 
470, 449 
422, 164 
614, 845 
799, 844 


————— 


acem- 
) pro- 
vious 
> Was 
in 40 
rhout 
was 
most 
rored 

har- 
gave 

pro- 


the 
> in- 
ith- 





2161 


number of conservation reserve contracts without actually reducing 
roduction. 

Mr. McLarn. This is why we get the complaints. 

Mr. Wurtrren. In northern Minnesota, up in the area where you 
have been using lots of lime, where the production is not as good as 
in your area, where the land is thin, you can rent some of this thin land 
that really will not produce and then buy the minerals with your 
money and do these things. In other words, the average farm in New 
Mexico and northern Minnesota, and certain other sections of Minne- 
sota are not comparable with the area where you are, Mr. Andersen. 

Mr. Anpersen. Also, Mr. Chairman, the rates in these counties are 
not comparable to what they are down in my corner in Minnesota. 
The ASC committees and State committees must take that under ad- 
visement. They set the rates per county. The ASC committees in 
turn set the rates per farm. 

Mr. Bercer. They do, on the individual farm. 

Mr. Anversen. That takes care, in my opinion, of what you 
mentioned. 

ALLOCATING TOTAL FUNDS AVAILABLE 


Mr. Wurrren. In view of the rates of payments for the class of 
land, plus the problems that farmers are having at the present time, 
in some areas this program has been greatly oversubscribed. Accord- 
ing to my most recent information, most of these 115,000 to 125,000 
participants, which is about what you have had, are largely limited to 
only a few States. 

In view of that fact, should the Congress give attention to having 
some distribution formula, so that the funds would be distributed on 
a basis similar to the ACP program? Or do you think you should 
use it as you are? In some of these States, the areas of those States 
2 not the areas that contribute very greatly to agricultural pro- 
duction. 

Mr. McLain. We feel, Mr. Whitten, that the law, as it currently 
is written, gives ample discretion and authority and permission to do 
what we think the intent of the law was, mainly, pinpoint the opera- 
tion of it in the areas where we have the most trouble, and certainly 
feed grains and wheat are our main trouble areas today; cotton has 
been a little bit in the past but right at the moment is not. 

We think there is ample authority in the program the way it is 
right now to do that. We think it is unwise because of the factors 
that have developed, the resistance that we have from the small towns 
and businessmen in those towns, to take over a certain amount of land 
out of any one area. We are in accord with that. We think we have 
authority the way the law now stands to do that. 

Regarding this point you raised a little while ago, which I think 
was a question sincerely raised, about permitting a man that buys 
land to put it into the program—we now have a prohibition against 
it being placed in the program until after one year. We think we have 
authorization in the act as it stands now to extend that maybe to 2 or 
3 years, and we are thinking seriously in 1960 of doing that. Any 
man that wants to go out and buy a piece of land in order to shift it 
over to this program will be prohibited from doing that for a long 
enough time that he won’t do it deliberately with that in mind, 

We think we have that authority. 
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Mr. Anpersen. I think that would be a very good prohibition. 
Mr. McLain. We think there is ample authority the way the pro- 
gram currently stands to do the thing the law intended to do. 


STATE COMMITTEE ADMINISTRATION OF ACP FUNDS 


Mr. Wuirren. I would like to develop another matter at this point. 
We discussed it when the ACP folks were here, but it also has some 
bearing on this program. 

In some States the State committee has taken it upon itself, where 
particular counties do not seem to follow their a as to what 
practices they should perform, which are included in the State 
practices and included in the national bulletin, have changed alloca- 
tions of funds between various counties within the State. I would 
like to know what authority there exists for a State committee to 
change the allocation funds between the various counties, and what 
this committee might do to see that that is not done. 

In the first place, does your formula limit you to payments to the 
State and then give the State that authority to allocate within the 
State? If it does, how could we go about bri inging about a correc- 
tion ? 

Mr. McLarty. Well, I think Mr. Ritchie from ACP is here. Do 
you want to comment on this, Mr. Ritchie? 

Mr. Wuirren. We would like to know the answer. 

Mr. Rrrente. Under the present program the authority for making 
the allocations to the county committees is vested entirely in the 
State committee. The Secretary allocates the ACP funds to the 
various States in accordance with the formula laid down in the Soil 
Conservation and Domestic Allotment Act. 

Mr. Wuirren. You are familiar, Mr. Ritchie, with the fact that 
the Congress last year provided that there should not be any change 
in the practices available from the preceding year. Would you not 
take it that the Congress felt it could count on your supervision to 
see that the State c ommittees carried out that direction ? 

Mr. Rircute. Well, sir, we have very carefully, we think, seen that 
that directive was completely carried out insofar as we understood 
the directive. 

Mr. Wuirren. At the Washington level ? 

Mr. Rrrcuie. Yes, sir. 

Mr. Wuirren. You have not sent any directive out to State com- 
mittees that they in turn should make money available to the counties, 
as was done the preceding year, so that the farmers could have the 

same privilege this year? 

Mr. Rircure. Mr. Whitten, we did not understand the directive 
as written by the Congress to mean that State committees could not 
change county allocations. We did understand the directive to mean 
that the State committees had to offer to the county committees the 
same pracices in the county program and the same rates of cost shar- 
ing if the county committee wanted them. 

‘Mr. Wuirren. I can understand your feeling, and I can under- 
stand you did not feel that you had to tell the State committees beyond 
that. “But when it has developed that in some States, where the 
State committees were not agreeable to what the Congress did, they 
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cut down the money in certain counties. That, in effect, has limited 
the practices where funds were reduced. You recognize that as 
possible # ; 

Mr. Rrrcute. We recognize that as possible, but we did not realize 
that any action of that nature designed to force county committees to 
agree to something they did not want to agree to was going on. 

Mr. Wuirren. You understand and approve that that background 
should be developed ¢ 

Mr. Rircuim. Yes. 

Mr. Wurrren. Could we count on the Department to take it up with 
these various State committees? Yow have heard several names 
mentioned here, but can we count on the Department to take it up 
with these various State committees to see that, through the mechanics 
of reduced funds, they should not thereby restrict farmers in a par- 
ticular county from having the same programs they had the preced- 
ing year with the same funds to carry them out? 

The Congress went along with you whereby if the farmers do not 
sign up within a specified time and the funds are not used in a county, 
they can be reallocated. So, a State committee is not prevented from 
seeing that the funds are eventually used. But I do think the Con- 
gress is entitled to have you notify your State committees that these 
funds, in view of that directive, should be made available to the coun- 
ties on the basis that they were made available the preceding year? 
Otherwise you can see what they can do and, according to the infor- 
mation available, have done in several cases. 

Mr. Rrrentm. Mr. Chairman, as you remember in the hearings on 
the 1960 ACP authorization you brought up this problem and asked 
that we make a study and get for the committee’s consideration the 
initial allocations made by State committees to county committees 
over the past 3 years, including the current year of 1959. 

We are getting those allocation figures in, but we do not have them 
all and have not fully completed our review, but they do show that 
even as between 1957 and 1958 there seems to have been some adjust- 
ments being made. We think that that probably extends back for 
many years—that as the program moves forward year to year, the 
State committees have in the past been inclined to make adjustments 
in allocations and not freeze a fixed sum or percentage of the State 
allocation every year in every county of the State. 

We do not know yet to what degree this problem that you have 
reported has occurred, but my personal view—and I cannot speak 
fully, of course, for Mr. Peterson in his absence—would be that we 
probably should not freeze county allocations to such a degree that 
the State committee had no authority to change them. 

We certainly would not want 

Mr. Wutrren. I have not indicated this. 

Mr. Rrrcutr, We certainly do not want the committee’s wishes 
thwarted. 

Mr. Wurrren. But you will recall the circumstances under which 
the Department, according to our information, was just about to cut 
the practices in half. You just heard statements made here about 
the head of at least one State committee, to the effect that he subscribed 
to the Department’s position and to that of a farm organization. You 
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also heard that he has reduced the funds to various counties which 
did not happen to agree with his policies. Those counties happened 
to agree with the directive of Congress. 

I am asking you to tell me, and if you cannot I would like to have 
it from your superior, as to what the committee can do to see that 
funds to various counties are not reduced in view of that directive, 
but that they are given the same payments to have the practices that 
they have heretofore had. That is what we intended. I can under- 
stand that prior to this you have not had to go that far to carry out 
the directive; but it now develops that apparently you will have to. 

Mr. ANpersen. What this committee wants to know is whether 
there are any direct attempts on the part of any State committees to 
contravene the intent of this subcommittee and of Congress when it 
put that language into the conference report last year. That is the 
point on which I want to be satisfied. 

(The information requested follows :) 

If it is the desire of the subcommittee that every State ASC committee be 
deprived of authority to make any change in the proportion of the State fund 
initially allocated to any county, such a policy can be implemented by appro- 
priate comment in the committee report or by language in the appropriation act. 

Mr. Anpersen. There is another thing: You take the A-3 practice, 
which is that of plowing under alfalfa. That isa very popular prac- 
tice in southwestern Minnesota and some people will say “Well, that 
is not a permanent practice,” and other rene aot will say “That fits 


the very best way into the farming operation,” and they increase the 
value and fertility of the soil by so doing. There you have the 
county committee wanting that particular practice and the State 


committee saying “Well, you can have that practice under the law 
but if you do we'll cut off some of your money.” 

They virtually say or infer that either you stick’ to our line of 
reasoning or we will take away from your particular county a little 
of your allocation in comparison with, perhaps, 1957-58, and shift 
that allocation of 10 percent or 15 percent over to some county which 
looks at the matter in the manner we prefer. 

In other words, they in so doing—and I am on the record and I 
am going to leave it on the record—are in my opinion contravening 
the intent of Congress and it is time to find out. whether or not the 
Congress of the United States is writing the laws or whether we are 
going to have some of our State committees doing it. That is what 
I want to find out, Mr. Chairman. 

Mr. Wuirren. Well, I do not want to find it out. I just want to 
make them go along with the Congress and the Department. We 
have already found it out. But may I quote in the record the 
language which was in the bill, and I quote from Public Law 85-459, 
June 13,1958: 


Provided further, That no change shall be made in such 1959 program which 
will have the effect in any county of restricting eligibility requirements or cost- 
sharing or practices included in either 1957 or 1958 program unless such change 
shall have been recommended by the county committee and approved by the 
State committee. 

You can clearly see that such language could be bypassed by the 
simple expedient of cutting the money down to a particular county 
and, according to the statements made here, that has been done. We 
would like your cooperation in correcting it. 
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Mr. Rrreutm. I think I can assure you, Mr. Chairman, that any 
action which we can identify as having been taken to remove from 
the county committee an authority which the Congress has expressed 
its desire to leave with the committee we will do all in our power to 
keep from happening, or stop from nrg 

Mr. Wuirren. The catch is “any you can identify.” 

That gives you an all-out means of circumventing this. We have 
identified right here the situation and we can judge your intentions 
based upon whether you tell them to give the money back. 


ALLOCATION OF CONSERVATION RESERVE FUNDS 


I would like to ask what funds were allocated to the various States 
under the conservation reserve in 1957 and 1958. I believe you testi- 
fied you had no formula; it was strictly up to the Department. 

Mr. McLarty. Oh, no; it is based upon the criteria in the law. There 
are criteria in the law on this. 

Mr. Wuirren. What is the criteria? Could we have that part of 
the law inserted in the record at this point? 

Mr. McLain. Yes, sir. 

(The information requested follows :) 


Section 108(b) of Public Law 540, 84th Congress, provides that State acreage 
goals shall be determined as follows: 

“In distributing the national acreage goal among the various States and 
major crop production regions, the Secretary shall give due regard to the re- 
spective needs of the various States and regions for flood control, drought con- 
trol, and other conservation benefits; the desires of producers in particular 
States or regions to participate in the conservation program; the diversion of 
acreage from crops under acreage allotments or marketing quotas; and the need 
to assure adequate production of agricultural commodities and products not in 
surplus and to discourage the production of agricultural commodities and prod- 
ucts in surplus.” 

The State goals were used as the principal basis for allocating 1959 contract 
authorization funds to States as set forth below: 

To follow the language of the statute in determining the respective needs of 
the various States for flood control, drought control, and other conservation bene- 
fits, consideration was given to the acres in the various States in the land 
capability classes IV through VIII, estimated by Soil Conservation Service, 
which must be cultivated with extrame care, and which, from the standpoint of 
conservation, would seem desirable to shift to grasses and trees. 

The desires of the producers to participate were reflected through consideration 
of cumulative producer participation in the 1956 through 1958 conservation re- 
serve programs. 

The diversion of acreage from crops under acreage allotments and marketing 
quotas was reflected through the increase in three major nonbasic feed grain 
and soybean acreages from 1953 (when there were no allotments except for 
tobacco) to 1957. 

The need to assure adequate production of agricultural commodities and prod- 
ucts not in surplus and to discourage the production of agricultural commodities 
and products in surplus were reflected by tabulating for the various States the 
portions of the acres of U.S. census nonirrigated land devoted in 1954 to the lower 
value crops, idle and fallow land, and omitting from the tabulation acres of non- 
surplus and high value crops. 

The above-described acreage indications of (1) conservation needs, (2) de- 
sires of producers to participate, (3) diversion of allotment crops, and (4) pro- 
duction of surplus crops, were given weights of 50, 10, and 30 respectively ac- 
cording to their estimated relative importance. 

Through the weighted result of these factors reflecting requirements of the 
act, a State goal per million acres of national goal was established for new acre- 
age to be contracted under the 1959 conservation reserve program. Since the 
national goal is 22.5 million acres, and since about 10 million acres were pre- 
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viously covered by contract, the national goal for new acreage is 12.5 million 
acres. Therefore each State’s share of the goal per million acres was multiplied 
by 12.5. The result reflects the State’s share of the national goal on a preliminary 
basis. 

A zero goal was established for Alaska under section 1138 of the Soil Bank Act 
because of “the need to assure adequate production of agricultural commodities” 
in that deficit-producing area, An appraisal of the agricultural commodity deficit 
situation is found in “Conservation Needs of Alaska” prepared by the U.S. De- 
partment of Agriculture Alaska State office of the Agricultural Stabilization and 
Conservation Committee, and dated April 2, 1956. 

The preliminary State goals became final goals after adjustments as described 
below. 

































BASIS FOR ESTABLISHING THE PRELIMINARY 1959 BASIC STATE RATE PER ACRE 


The preliminary 1959 basic State rental rates per acre were established in ac- 
cordance with section 107(a) of the Soil Bank Act, which directs the Secretary 
to establish the annual payment rate on such basis as the Secretary determines 
will provide producers with a fair and reasonable annual return on the land es- 
tablished in protective conserving uses taking into consideration: 

1. The value of the land for the production of commodities customarily 
grown on such kind of land ; 

2. The prevailing cash rental rates ; 

3. The incentive necessary to obtain accomplishment of the purposes of 
the conservation reserve program ; and 

4. Such other factors as the Secretary deems appropriate. 

The value of the land for the production of the lower value commodities cus- 

tomarily grown on such kind of land was reflected by: 
1. Determining the average number of dryland acres used for portions of 
lower value crops described in II above as reported in the “Census of Agri- 
culture for 1939, 1949, and 1954,” adjusted for normal, idle, fallow, and 
crop failure acreages by States; 

2. Obtaining the value of comparable production on such dryland acres; 

and 

3. Computing a value per acre of production thereon by States for con- 
version into a State value of production index. 

Data pertaining to cash rental rates are limited on a State basis. To reflect 
this element in determining the preliminary 1959 basic State rate per acre, a 
plowland value per acre of dryland was used subject to an upper limit of $175 
per acre. This value per acre was adjusted to remove estimated values at- 
tributable to forest products, fruits, nuts, horticultural specialties, poultry and 
poultry products which are either ineligible or unlikely to be found to any 
extent on land entering the conservation reserve program. These adjusted 
values were then converted into State dryland plowland value indexes. 

To further reflect the prevailing cash rental rates and the incentive necessary 
to obtain contracts covering sufficient acreage for the substantial accomplish- 
ment of the purposes of the conservation reserve programs, an index of the basic 
State rate per acre for 1956-58 conservation reserve programs was established. 

The indexes of the above-described factors of (1) value of the production, (2) 
value of the land, (3) cash rental rates in 1956-58 conservation reserve pro- 
grams, were given weights of 40, 20, and 40 respectively according to their 
estimated relative importance and State trial rates established, based on a 
national rate of $13.50. 

A constant of $3 was introduced into the formula at this point and added to 
each trial State rate to reflect relative fixed costs for such items as: the cost 
of keeping an acre of conserving cover rid of noxious weeds; the cost of main- 
taining fence to protect the reserve acres from grazing; and similar fixed costs 
which are relatively uniform as applicable to an acre of reserve cropland. 

An extension was made by multiplying the unscaled trial State rate plus the 
$3 constant by the preliminary 1959 State goal for new acres to obtain the 
national unscaled rate to use in securing the factor for determining the weighted 
State rate per acre. On the basis of this factor, State rates per acre were ad- 
justed pro rata so that their weighted average equaled the national basic rate 
of $13.50 per acre. 

State rates at this point were rounded up or down to whole dollars to obtain 
uniform relationships between States, reverified to the national basic rate of 
$13.50 per acre, and identified as 1959 preliminary State rates per acre. 
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BASIS FOR ESTABLISHING THE 1959 STATE CONSERVATION RESERVE GOAL AND STATE 
BASIC RATE PER ACRE 


The preliminary 1959 State conservation reserve goal for new acreage and the 
preliminary 1959 State basic rate per acre were forwarded to each agricultural 
stabilization and conservation committee for review by the ASC State committee 
with advice of representatives of land grant colleges and other agencies and 
commissions operating at a State level in agriculture and related fields. 

The recommendations of the ASC State committees were followed to the 
maximum extent possible consistent with relationships with other nearby similar 
States. Recommendations from individual States varied as to rates and goals 
from increase, decrease, no change, and conditional. The recommendations of 
the ASC State committees for a decrease in State goal or in State basic rate 
were adopted. Recommendations of the ASC State committees for an increase 
in State goal or in State basic rate were adopted to the extent permitted by 
offsetting decrease recommendations and relationships with other nearby similar 
States. 

The resulting 1959 State conservation reserve goal for new acreage was added 
to the indicated acreage covered by 1956-58 contracts to derive the 1959 cumula- 
tive State goal, the national total of which for all States equals 22.5 million 
acres. 

The recommended State basic rates, with modifications described above, were 
adjusted to a national average of $13.50 per acre. 


BASIS FOR ALLOCATING 1959 PROGRAM AUTHORIZATION TO STATES 


The Soil Bank Act, Public Law 540, section 109(c), as amended by the 1959 
Agriculture Appropriation Act, places a monetary limit of $375 million on con- 
tracts with producers under the 1959 conservation reserve program. This au- 
thorization is to cover the amount obligated for annual payments for 1 year and 
practice payments on new acres placed under contract during the 1959 program, 
plus the annual payment obligation for 1 year on existing contracts. 

Each State’s share of the total national authorization of $375 million was 
determined by first multiplying the 1959 State goal for new reserve acres by 
the 1959 State annual payment basic rate per acre and by the estimated practice 
cost per acre to determine the indicated funds required for the goal for new 
acreage. This estimate of indicated funds was scaled to a total for 1959 new 
acreage signup which, when added to the annual payment obligation for 1 year 
on existing eontracts, Would equal $375 million nationally. From each State’s 
amount thus obtained was deducted the program funds to be transferred to 
Forest Service for estimated costs not recovered in furnishing tree seedlings to 
producers under the 1959 program. The remainder is the State’s authorization 
for the 1959 conservation reserve program applicable to the (1) annual pay- 
ments for 1959 on existing contracts, (2) annual payments for 1959 on land 
placed under 1959 contract, and (3) Government cost share for conservation 
practices required for land placed under 1959 contract. 


THE REVISION IN STATE AUTHORIZATIONS 


The original State authorizations were designed to give farmers in each State 
full opportunity to participate according to criteria set forth in the law. Wher- 
ever participation did not fully utilize the initial State authorization unused 
amounts became available to a national reserve for apportionment to States in 
Which the desires of farmers to participate could not be satisfied by the original 
State authorization. 


_Mr. Wurrren. Then I would like to ask you to include the alloca- 
tion to the various States. 

Mr. McLain. All right. 

For 1957, 1958, and 1959? 

Mr. Wurrten. Yes, sir. 
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(The information requested follows :) 


U.S. DepaARTMENT OF AGRICULTURE ComMMmopiTY STABILIZATION SERVICE 


Conservation reserve programs: Allocation of contract authorization funds, 1957-59 





1957 allocation 1958 allocation 1959 allocation 



























State ae! je 

Original Final Original Final Original Revised 
Thousands | Thousands | Thousands | Thousands | Thousands | Thousands 
iid ticsttndeshoes $6, 037 $6, 037 $2, 820 $2, 820 $5, 900 $6 
BIN near ctatts has ssi eens pdeeteiae 556 556 470 470 432 118 
APMED. 2 webechdcncedowuine 7, 160 7, 166 4. 073 4,073 6, 702 6, 702 
CR iiitu.shisdbeeeae 6, 777 6, 777 4, 957 4, 957 4, 395 3, 203 
6, 237 7, 037 7, 641 7, 641 12, 776 12, 776 
589 589 398 398 360 250 
383 383 193 193 509 509 
2,119 2, 119 1, 080 1, 406 1, 790 2, 148 
7, 422 7, 422 3, 979 7, 000 12, 050 12, 727 
Idaho 2, 902 2, 902 1, 901 1, 901 3, 189 3, 367 
NN Ed wsaherenneie ad enSceki take aide. 12, 569 12, 569 10, 671 19, 208 14, 805 9, 606 
cr III ints scedinithsivinsawcsatm neon 9, 602 9, 602 7, 161 7, 161 10, 622 10, 622 
Cs Se a ee 15, 850 15, 850 8, 077 8, 077 13, 659 13, 659 
= PR vi cckudescntocnenecen 15, 507 15, 507 12, 974 12, 974 24, 432 24, 432 
r RSS 10, 516 10, 516 7, 973 7, 973 8, 834 8, 834 
4 Louisiana......... pxivbo tals inwa 5, C38 5, 038 1, 189 1, 289 2, 513 2, 701 
t. a sli ee a 1, 424 1, 424 1, 361 2, 450 1, 467 1, 349 
s DAGON... cchdcsduauednn nie 2, 147 2, 147 1, 139 1, 139 1, 461 1, 461 
- Massachusetts...............-. 754 754 702 702 720 120 
- SSE Cree 8, 929 8, 929 7, 184 7, 184 9, 277 9, 277 
» Ce ee a 11, 274 11, 274 10, 822 12, 822 28, 453 23, 458 
E ee ee 6, 311 6, 311 3, 113 3, 113 6, 256 5, 569 
i PEM Acnsslucaddindisnckl 13, 865 13, 865 19, 111 19, 111 17, 113 17, 259 
g ON ick cb cscs dnnncemnsese 7, 561 7, 561 3, 935 3, 935 5, 134 5, 134 
= a te 9, 571 9, 571 6, 237 11, 227 10, 726 10, 726 
4 MAIR kee ee ee 172 172 249 249 316 0 
- New Hampshire_............- 482 482 366 366 756 456 
= I ON ies oes tiniigl 1, 042 1, 042 703 703 926 y49 
= OU, I as cence 1, 262 9, 500 7, 469 7, 469 7, 925 7, 721 
POON WE eiwctiecceeseccse 9, 258 9, 258 6, 289 6, 289 7, 050 7,000 
- North Carolina..............- 4, 943 4, 943 3, 032 3, 032 5, 636 5, 202 
- North Dakota...............- 12, 970 12, 970 11, 046 11, 046 16, 350 24, 578 
RO ee ee 9, 247 9, 247 6, 167 6, 167 6, 325 8, 106 
- Oklahoma &, 809 8, 809 8, 352 9, 852 15, 785 16, 028 
- Oregon 3, 075 3, 075 3, 721 3, 721 4, 707 4, 158 
> Pennsylvania. _....-. SEI 7, 265 7, 265 4, 566 4, 566 4, 583 4, 583 
ey 7 87 51 51 76 2 
& South Carolina. ............-- 3, 525 3, 525 2, 209 3, 870 6, 250 8, 183 

b South Dakota..-...........-. 6, 842 9, 123 8, 730 10, 730 13, 885 16,7 
4 I 9, 884 9, 884 6, 839 12, 310 10, 418 10, 418 
5 OD ese oe 8 cuoccbbeaed 21, 687 32, 500 31, 493 31, 493 43, 631 43, 631 
. WORT Sct sc lt 2 1, 055 1, 255 1, 276 1, 276 1, 745 2, 237 
- CC Sera ee 1, 427 1, 427 840 840 1, 536 6 





Washington. .........-2...... 5, 461 5, 461 4, 600 4, 600 5, 899 






LL SS aera 2, 089 2, 089 1, 362 1, 362 958 
TI ate ae 12, 162 12, 162 8, 629 8, 629 11, 377 
a cela se 1, 074 1, 074 722 722 1, 021 






To Forest Service for tree 
SOOT MIMD TIE CRGO TOON icicles caine c]a5s0sse~nensfowsanatnnnsn 2, 000 
National reserve............-- 







Mr. Wuirren. Then, we would like to see how that would look 
in this coming year, provided that the requested amount is approved 
by the Congress. 

(The information requested follows :) 


It is too early to state exactly how 1960 State authorization for new con- 
tracts will be allocated because, as described for 1959, advice and recommenda- 
tions of State ASC committees, land-grant colleges, and other State agricultural 
leaders will be sought in this matter. In accordance with the directive in the 
act to “* * * discourage the production of agricultural commodities and pro- 
ducts in surplus,” it is possible that the formula will somewhat increase the 
relative allocation for States producing large quantities of wheat, or similar 
crops currently in a critical surplus condition, and vice versa. 
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For 1957 and 1958 national reserves of $150 million and $75 million, respec- 
tively, were originally held from which increases were made to those States 
for which the initial formula authorization did not satisfy desires of farmers 
to participate. For 1959 no national reserve was held originally. The national 
reserve was gradually created later from unused portions of original State 
authorizations. 

Mr. Wuirren. In view of the numerous complaints that Members 
of Congress have made along the line, and those that some members 
of this committee have heard, it leads me to wonder again if there 
should not be a more exact formula spelled out in the law. I believe 
you said you did not think so. 

Mr. McLarn. Well, I was putting it this way: We are not asking 
for that. I do not think that would mean, Mr. Whitten, that we 
would seriously object to it if the Congress in its wisdom tried to 
head the thing toward doing something about the problem facing us 
in the areas that it is facing us. Of course, those areas, in our judg- 
ment are not in New England or in some of these areas where we do 
not normally produce much of the surplus commodities, but are more 
in the areas where we do produce them, and one of the serious things 
that I think might happen to this program which would really ruin 
it is if someone should decide or the Congress should decide that we 
are going to prorate this out so many dollars to the States on the basis 
of the farm population. Then, I think we might as well forget it if 
that is the way we are going to do it. 

Mr. Anpersen. That would destroy the basic purpose of the act. 

Mr. Wuirten. I think it has to a great degree been used somewhat 
in the nature of relief to the poorer sections and poorer Jands in many 
areas of the United States. But I do see that you could write a for- 
mula which would give weight along the direction that the Congress 
might determine. 

The agricultural conservation program formula takes into consid- 
eration needs for that type of work. In this respect, the Congress 
would have to determine whether we were going to allocate funds to 
the areas of big production or whether we were going to recognize 
that this is pay to small farmers to quit farming, in which case it 
might be more needed in some areas than where it is now being used. 

If we get the figures showing how the funds are divided and the 
participation, it will give this committee some chance to pass judg- 
ment on that. Of course, any legislative change would have to come 
from the other committee, 

Mr. McLarn. Mr. Chairman, here are the criteria. The Soil Bank 
Act requires the Secretary to consider the following items, and this 
is on this point we are talking about: 

1. The respective needs for flood control, drought control, and other con- 


servation benefits; 
2. The desire of producers to participate; 
3. The diversion of acreage from crops under the acreage allotments or mar- 


keting quotas; 

4. Assuring adequate production of crops not in surplus; 

5. Discouraging production of surplus crops. 

That, of course, covers the pretty broad area. 

Mr. Wuirrten. If there are no further questions along that line, we 
turn now to your detailed presentation on the advance authorization 


of $375 million for the crop year 1960. 





Ushi tiitia 
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Mr. Anpersen. I have some general questions I would like to ask 
Mr. Hamilton if we are at the correct point. 

Mr. Wurrren. Mr. Marshall, do you have any further questions at 
this point ? 















PROCESSING APPEALS——-ACREAGE RESERVE PROGRAM 





Mr. Marsuatxi. Mr. McLain, I noticed in your statement on the 
acreage reserve program you state that an appropriation of $1,050,000 
is requested in the budget to meet operating expenses of liquidating 
the program. 

You further state the activities involve completing payments, proe- 
essing appeals, violations, adjustments, auditing program operations 
and payments, compiling reports, and related ac tivities. 


Now, just how do you handle your processing of appeals? Does 





















this mean that you reopen a case on the basis of error for recon- 
sideration ? 

Mr. McLain. I think Mr. Hamilton maybe could answer that better 
than I could, Mr. Marshall. Do you want to comment on that, 
Mr. Hamilton ? 

Mr. Hamiron. I think the case you are referring to is one that 
actually falls in Mr. Manwaring’s jurisdiction. 

Mr. Marsuary. Could you, “Mr. Hamilton, tell me, or Mr, Man- 
waring, what procedure would be followed in reopening an appeal or 
mi aking : an appeal and what might be used as the basis for that appeal? 

Could you give me that information for the record ? 

Mr. Wuirren. Could I interject at that point ? 

Mr. MarsHatu. Surely. 

Mr. Wuirren. I think it well for the pertinent provisions of the 
conservation reserve law to be inserted in the record at this point. 
That spells out some of these things, and the answers would be a little 
clearer if that were inserted in the record at this point. 

Mr. McLarty. Very well, sir. 

(The matter referred to follows :) 


Under the acreage reserve program special provisions are included for ap- 
pealing from the farm soil bank base or the farm rate per acre established for 
the farm as follows: 

“§ 485.332 Appeals. (a) Any producer may request a reconsideration of the 
fom soil bank base or the farm rate per acre by filing at the office of the county 
committee a written request therefor within 15 days from the date of mailing of 
the notice of the farm soil bank base or the farm rate per acre. If such a 
request for reconsideration is not timely filed, the farm soil bank base or farm 
rate per acre set forth in the notice shall be final. 

“(b) The county committee, after reconsidering the farm soil bank base or 
farm rate per acre, shall notify the producer of its decision. The producer may 
file an appeal to the State committee in writing at the office of either the county 
or State committee within 15 days from the date of mailing of the notice of the 
county committee’s decision upon reconsideration. If such an appeal is not 
timely filed, the farm soil bank base or farm rate per acre determined by the 
county committee shall be final. A determination of the State committee with 
respec t to any appeal shall be final. 

“(c) The filing of a request for reconsideration or appeal shall not operate to 
extend the applicable closing date for filing an agreement and shall not give 
the producer any right to terminate the agreement even though he is dissatisfied 
with the decision on reconsideration or appeal. Agreements approved pending 
request for reconsideration or appeal shall be and remain in full force and effect 
regardless of the decision made on reconsideration or appeal, subject to such 
increase in the farm soil bank base or farm rate per acre as may be allowed.” 
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On matters other than the farm soil bank base or the farm rate per acre, the 
acreage reserve program contains the following provisions under which recon- 
sideration of the matter may be obtained: 

“§$ 485.333 State committee approval of determinations of county committees. 
The State committee may revise or require revision of any determination made 
by the county committee in connection with the acreage reserve program. This 
authority shall not include authority to revise or require the revision of an 
agreement without the consent of the producer after the agreement has been 
signed by both the producer and a member of a county committee; however, the 
State committee may revise or require the revision of any determination made 
by the county committee, if such agreement is not in conformity with the regula- 
tions.” 

Mr. Manwarine. There are, Mr. Marshall, opportunities for a 
farmer to take his case, whatever it may be, back to the county com- 
mittee and have it considered. There are conditions under which 
time limits with respect to the signing of a contract may be waived. 

There are, however, regulations of the Secretary that must be com- 
plied with in a contract, and in the consideration of this particular 
case we found that we did not have in the county office, the State of- 
fice, or in our office, any right to waive these provisions. We dis- 
cussed this case quite thoroughly to ascertain whether the Secretary 
had the right to waive the provisions of his regulations which would 
have to be done to allow this case to be paid and found that in ac- 
cordance with a recent ruling he could not waive the provisions of 
his regulations with respect to a specific individual case. It could 
only be taken care of by revising the regulations which would cover 
all farmers participating in the program. 

Mr. Wurrren. This case that has been called to the attention of the 
committee, where the State committee notified a farmer who signed up 
under the acreage reserve, giving him the things that he could not do. 
Where a farmer performed in full compliance with the notice, given 
him by the State committee, and you have refused to make payment 
because the State committee inadvertently dropped two words which 
were not called to the attention of the farmer in that notice from the 
State committee to the farmer, were they acting as your agent? Is 
that the way you normally handle it? Do you notify the State com- 
mittee and they in turn act as your agents to notify the farmer? 

Mr. Manwarina. Yes, sir; the State and county committees, both. 

Mr. Wuirren. Then the State and county committees were “you” 
in effect. Would you tell me that, where they failed to notify a 
farmer that he could not use it for ensilage, that you could refuse 
to pay him because of your own failure? Under your system, your 
State committee and your county committee is your “alter ega.” So, 
it leaves you where you have not notified him. 

Under those circumstances I do not believe any regulation would 
prevent you from paying him. 

Mr. Corrman. Mr. Chairman, our problem there is not with the 
regulation, but with the Supreme Court. The Supreme Court has 
held that where our local agents go contrary to our regulations there 
is nothing we can do about it. The regulations do prescribe what 
the farmer must comply with; so does the contract. 

The notice which has been referred to here was an extra notice. It 
Was given out of a superabundance of caution to try to keep mistakes 
from being made. Nevertheless it was a notice which was not re- 
quired to be given by law or by the regulations, and since it was in 
33918—59—pt. 358 
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conflict with the regulations, we find that we are not able to do any- 
thing about it. ‘ 

Mr. Wuirren. Well, I cannot insist 

Mr. Corrman. We attempted to provide for relief in matters simi- 
lar to this, and asked the Comptroller General if we might not do it 
and the Comptroller General told us there was no alternative but to 
follow this Supreme Court decision even though it is a five-to-four 
decision, even though a lot of people think it might not be sustained 
in the future. 

Mr. Wurrrten. I suppose all of us around the table get credit for 
being bureaucrats to a degree, but I can understand public disgust 
with what you have just had to tell me when I turn over here and see 
where the same Comptroller General says you are paying out $800,000 
needlessly in ‘Texas and you have not done a thing in the world to 
stop it or to change the contract. 

Mr. Corrman. I am not familiar with what the chairman has 
reference to. 

Mr. Wurrren. When was this Comptroller General’s opinion given 
to the Department? You are extra cautious in a case of equity. 

Mr. Corrman. Does that have to do with the rates that were set? 

Mr. Wurrren. It was a year ago, and you have had a full year on 
these outstanding contracts in Texas. Yet you have not done a thing 
to recapture the eeenane tts money. But you are so very particular 
in this case, 

Mr. Corrman. This was a case, Congressman Marshall, which we 
reviewed very carefully. I reviewed it personally. I went through 
everything and we got all the reports we could from the field and 
I might say that certainly the administrative officials felt that if 
there was any legal way that an adjustment could be made, one 
should be made. 

However, we felt compelled to advise them that as we understood 
the Supreme Court decision and the advice that the Comptroller 
General had given us, they had no alternative but to turn the farmer 
down, 

Mr. Marsnaty. Mr. Behr informed me that he received notice of 
violation dated August 8,1958. This notice stated: 

1.8 acres of corn must be destroyed to avoid violation of your acreage reserve 
contract ; 33.2 acres of basic crops must be destroyed if this farm is to be eligible 
for payment. 

Mr. Behr destroyed the 1.8 acres of corn to be in compliance, In 
addition to the corn, the only other crop he had at that time was rye 
which had been previously Cee At no time was it suggested 
that he need to destroy additional corn in order to comply. 

He met with the Meeker County ASC office September 24, 1958, at 
a meeting that Mr. Sam Peterson, State soil bank specialist attended. 
Mr. Behr had the impression that all in attendance agreed that he 
had lived up to the spirit of the contract and ought to receive his 
payment. 

Mr. Wurrren. Please give us a report on the facts in this case. We 
might be able to speed it up, as against what we might do if it went 
through ether channels. 

Mr. Marsuaut. I suggest we make that letter part of the record, 
and they can supply answers. 
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(The letter and report referred to follows :) 


PAYNESVILLE, MINN., August 18, 1958. 
Hon, FreD MARSHALL, 
House of Representatives, Washington, D.C. 


DeaR Mr. MARSHALL: 1. Attached is a copy of my soil bank acreage agreement 
with the U.S. Department of Agriculture, form CSS—800 (Aug. 9, 1957), signed by 
me and Howard Carlson as representative of the Secretary of Agriculture, 

2. Also attached is form CSS-845 which I received from the county ASC 
committee as represented by their office manager, Henry Putzier. 

3. The county committee refuses to pay the compensation shown on form 
CSS-800 because I harvested 35 acres of immature oats for silage. 

4. The county committee does not dispute the fact that the oats was harvested 
for silage. 

5. The county ASC committee recognizes the fact that 20 acres of cornland 
was removed from production and that my corn acreage is restricted according 
to the terms of the contract. 

6. The county committee does not claim that any notice was sent or given 
in any way to me that oats for silage was ruled a soil bank base crop. 

7. The county committee tells me that oats that has been pastured is ruled 
a non-soil-bank base crop. 

8. The only reason the county ASC committee gives for refusing to honor the 
contract is that the Minnesota State committee in January 1958, by letter to 
the county committee, informed the Meeker County ASC Committee that oats 
for silage is to be considered a soil bank base crop in 1958. 

9. The contract (form CSS-800) and the notice of the permitted acreage of 
soil bank base crops (reverse side of form CSS-845) are the only information 
I have received as to compliance with and terms of the contract regarding soil 
bank base crops, 

10. At the time that the contract (form CSS-800) was signed (April 16, 1958) 
the Department of Agriculture had not notified producers in this area of the 
stipulations which were to follow in form CSS—845 on June 30, 1958. Many pro- 
ducers in this area did not know of these restrictions on the soil bank base crops 
other than corn when they signed the 1958 soil bank acreage reserve contract 
and were not informed until long past seeding time. 

11. On the reverse side of form CSS-—845 annual grasses for hay or ensilage 
are listed as non-soil bank base crops, with some exceptions shown in the column 
of soil bank base crops. It is reasonable to exclude oats for hay from non-soil 
bank base crops because it could later be threshed and the grain separated from 
the straw, but when it is made into silage it is as truly a forage as if it were pas- 
tured. Had I allowed my cattle to eat the oats in the field and in the process 
trample my new seeding of alfalfa I would be in compliance and receive the pay- 
ment stipulated in the contract. 

12. The Meeker ASC committee informs me that millet, which is also a cereal 
grass as is oats, is a non-soil bank base crop. Judging by the way the program 
is administered, it appears that there is little desire to carry out the wishes or 
intent of the Congress of the United States, 

These facts I am sending you for two reasons. First, of course, I would 
appreciate any help in collecting the $946 due me for the 20 acres of cornland 
that the Meeker ASC committee recognizes I have left idle according to the 
contract. 

Second, and more important, I feel that our representatives should get some 
firsthand information as to the administration of some of the good laws they 
have enacted. 


Yours very truly, 
Puiuir Bear. 


Philip Behr, being first duly sworn deposes and says: That the above is a 
true and correct statement of fact. 


Purr Benr. 
Subscribed and sworn to before me this 18th day of August, 1958. 
REGINA PALLANCH, 
Notary Public, Paynesville, Stearns County, Minn. 
My commission expires April 2, 1965. 
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1958 Som BANK CoRN ACREAGE RESERVE 
Mr. Philip Behr, Paynesville, Minn. 


Mr. Philip Behr entered into a 1958 corn acreage reserve agreement covering 
his farm in Meeker County, Minn., by which he placed 20 acres of his 74.3 acres’ 
corn allotment in the 1958 acreage reserve program. This agreement was ap- 
proved by the Meeker County, Minn., ASC committee on June 20, 1958. Mr. Behr 
complied with the agreement in respect to withdrawing a designated 20 acres 
of land from the production of agricultural commodities and not grazing or har- 
vesting any crop from such 20 acres. He also reduced his total 1958 corn pro- 
duction by not less than 20 acres below his corn allotment. However, Mr. Behr 
did not limit his soil bank base crops for harvest to the acreage of such crops 
permitted for harvest under his agreement. This failure to comply with the 
agreement precludes the payment of the compensation which would otherwise 
be payable to Mr. Behr under the agreement. 

The regulations governing the 1958 acreage reserve program require the estab- 
lishment of a soil bank base for each farm. The soil bank base is the average 
acreage on the farm devoted to soil bank base crops in 1956 and 1957. Such soil 
depleting crops as corn, wheat, oats, soybeans, barley, and vegetable crops are 
considered as soil bank base crops. To be eligible for compensation a farmer 
must limit his crops for harvest to the farm soil bank base acreage less the num- 
ber of acres placed in the acreage reserve. The regulations provide for the giv- 
ing of notice of any acreage in excess of the acreage permitted for harvest and 
require that the farmer dispose of such excess acreage in such manner that no 
part of such excess can be harvested. 

A farm soil bank base of 130 acres was established for Mr. Behr’s farm. The 
designated acreage reserve consisted of 20 acres. Under the terms of his agree- 
ment and the regulations Mr. Behr was permitted to harvest not more than 110 
acres of soil bank base crops. Mr. Behr exceeded this permitted acreage and 
was given timely notice of the necessity to dispose of the excess acreage. Mr. 
Behr did not dispose of the excess and harvested an acreage of soil bank base 
crops in excess of that permitted under his agreement. Mr. Behr states that 
his failure to dispose of the excess acreage was due to his misunderstanding or 
misinterpretation of a notice sent to him by the county committee shortly after 
he entered into his acreage reserve agreement informing him of the number of 
acres of soil bank base crops which he was permitted to harvest. 

The excess acreage of soil bank base crops on Mr. Behr’s farm included a crop 
of oats which Mr. Behr harvested for silage prior to the notice to him of the 
excess acreage. However, at the time of such notice, August 8, 1958, there re- 
mained on the farm sufficient acreage of soil bank base crops to permit Mr. Behr 
to dispose of the acreage necessary for compliance with his agreement. This 
he did not do because he did not believe that the oat crop harvested for silage 
was a soil bank base crop. Under the regulations and the instructions issued 
for guidance of the State and county committees, oats harvested for hay or 
ensilage is a soil bank base crop. The notice of permitted acreage of soil bank 
base crops which was given to Mr. Behr contained a list of soil-bank base crops 
and non-soil-bank base crops. In the notice, under the soil bank base crop there 
is listed “annual grains for hay” whereas it should have been shown as “annual 
grains for hay or ensilage.” 

After a complete review of the circumstances which are here briefly stated 
and upon the advice of the Office of the General Counsel it was concluded that 
no relief for Mr. Behr was legally possible. 


SCOPE, COST, AND EFFECTIVENESS OF CONSERVATION RESERVE 


Mr. AnprrseNn. Mr. Hamilton, could you give us the percentage of 
the total U.S. cropland now under conservation reserve contract ? 

Mr. Hamaitton. Taking into account the land which is being placed 
under contract in the 1959 crop year, there will be approximately 5 
percent of the producing cropland of the Nation in the program. 
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COST PER ACRE 


Mr. ANDERSEN. On an average, how much is it costing per acre to 
retire this land? 

Mr. Hamivron. For the land placed under contract through 1958, 
the average annual payment per acre for withholding this land from 
crop production was about $8.87 per acre. 

The cost-share payment in assisting the farmer in providing the 
required protective cover for this land averaged $8.62 per acre, or 
about $1.28 per acre per contract year. 

Since we are now in the process of completing our 1959 signup, cor- 
responding figures are not available at this time. However, we know 
the rental rates for the better land in the 1959 program will average 
higher and the average cost-share rates will be lower. 


KIND OF LAND ENTERING SOIL BANK 


Mr. Anpersen. Do you have any information as to the kind of 
land going into the soil bank ? 

Mr. Hamitton. Yes, we do. In 1957, a very scientific research 
study was made by the Agricultural Reserch Service of the Depart- 
ment on land which came into the program in 1956 and 1957. The 
results of this survey were printed in Agricultural Information Bul- 
letin No. 185, which we offer for the record. 

In addition, the State ASC committees recently reported to us on 
the quality of land and other characteristics of the farms placed in 
the 1959 program. The State committees from 34 States reported 
that land was of average or better than average productivity, 13 State 
committees said it was nearly average or average for the counties 
in which located. The States were almost unanimous in stating bet- 
ter quality land came into the program in 1959 than in previous 
years, 

(The bulletin referred to follows :) 


THE CONSERVATION RESERVE PROGRAM OF THE Sor, BANK EFFECTS IN SELECTED 
AREAS, 1957 


Prepared in Farm Economics Research Division 
HIGHLIGHTS 


Approximately 83,000 farm operators put a total of 6.5 million acres of crop- 
land in the conservation reserve part of the soil bank program in 1957. They 
made agreements to reduce the acreages of cropland harvested on their farms 
by the acreages put in the conservation reserve for 3, 5, or 10 years and to 
establish permanent cover where it is needed to protect and conserve the land. 
Farm operators receive annual rental payments, that average about 39 per acre 
and practice payments that cover up to 80 percent of the cost of establishing 
protective cover on cropland placed in the program. Most contracts are for 
5 years. However, 10-year contracts call for planting of trees on nearly 500,000 
acres. 

Farm surveys were made in selected areas of six States during the summer 
of 1957 to learn what effects the conservation reserve program is having on 
farming. Altogether, more than 1,000 farm operators were interviewed. Half 
of them were participating in the conservation reserve program. The study 
areas are representative of widely differing types of farming situations. 
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As shown in the tabulation below, the extent of participation in the con 
servation reserve program differed widely among the study areas, as did the 
size of the farms whose operators participated : 











Percentage of cropland Acres per farm 2 
ini— 
Study area Farmers participating 
Conserva- with— Farmers 
tion Acreage not par- 
reserve reserve ticipating 
Part of eli- | All eligible 
gible land land 
| 
| Percent | Percent Acres Acres Acres 
Aroostook County, Maine_.- Se oe oe 296 121 245 
Franklin and Kennebec Counties, Maine... My Steere 234 141 217 
Central Wisconsin dairy area-_- 2.5 0.6 194 163 190 
South Carolina upper Coastal Plain | 4.74 5.3 ee ee * 155 
Texas Panhandle, dryland farms... _ | 9.0 11.0 | eee a 616 
North central South Dakota__- | 4.3 | 11.1 ee ten cabececs 1, 070 
Southeastern South Dakota .9 6.2 GE ockees Ms 222 
Columbia Basin wheat area, Oregon__- | .6 4.0 B06 fe dsesencaz 1, 794 


! Percentage of total cropland as reported in 1954 Census of Agriculture in conservation and acreage reserve 
programs in 1957. The acreage reserve part of the soil bank program was not in effect in Maine as this 
State is not part of the commercial wheat or corn area under acreage allotment programs. 

2 Data are for survey farms selected at random in each area. In some areas, only a few farmers put all 
eligible land in the soil bank and in these instances the data shown are for all farms in the sample. 


In the wheat and cotton areas, farmers put larger acreages in the acreage 
reserve than in the conservation reserve because rental payments per acre for 
diverting cropland from allotment crops average much higher under the acreage 
reserve than under the conservation reserve program. About 40 percent of the 
participants in the study areas in Maine, and 30 percent in Wisconsin put all 
eligible land on their farms in the soil bank program. But in the other areas, 
most participants put only a part of their eligible land in the program. In most 
areas, farms with part of their eligible lands in the conservation reserve aver- 
age larger and those with all of their eligible land in the soil bank average 
smaller than do other farms in the survey samples. 

In general, the conservaticn reserve program is helping many farmers make 
the adjustments in their farming operations that they want to make and is 
speeding up adjustments that have been in progress. The program is especially 
attractive to farm owners who want an assured income from their cropland 
and who want to conserve and build up their soil resources over a period of 
several years in the future. Annual rental payments under the program usually 
represent a reasonable return on investment in land. However, they do not 
compensate farm operators for reductions in earnings of labor, machinery, and 
other resources which may take place when land is put in the program. 

Participation is influenced by many things in addition to payment rates. 
Some older farmers are using the program to help retire, and still get an in- 
come from their land. Others have found it advantageous to put land in the 
program and work off the farm full or part time. Some operators of large 
farms are utilizing the program to reduce both the size of their farming opera- 
tions and their need for hired labor. In most study areas, as shown in the 








cone 
the 


ners 
par- 
iting 





res 
245 
217 
190 
155 
616 
1, 070 
292 


1, 794 





Serve 
S this 


ut all 


eage 
for 
page 
' the 
t all 
"eas, 
nost 
ver- 
rage 


1ake 
d is 
ally 
land 
d of 
ally 

not 
and 


utes. 
1 in- 
the 
arge 
era- 
the 


2177 


tabulation below, the participants are older than nonparticipants, more of them 
have nonfarm jobs, and more of them live off their farms: 





Age of operator ! Real estate value per acre ! 














Farmers partici- Farmers partici- 
Study area pating with— Farmers pating with— Farmers 
not | z not 
partici- partici- 
Part of All pating Part of All pating 
eligible | eligible eligible | eligible 
land land land land 
Years Years Years Dollars | Dollars | Dollars 
Aroostook County, Maine___._......--.- 47 58 51 71 63 83 
Franklin and Kennebec Counties, Maine. 53 57 53 52 69 84 
Central Wisconsin dairy area. -__.--.---- 57 60 52 60 61 59 
South Carolina, upper Coastal Plain------ St W228: 51 GP oA. kee 97 
Texas Panhandle, dryland farms__.....--- BP ilsvazee. 155 49 Oe tence: 7 
North central South Dakota_.-.....--.--- Re cddehcines 44 Ce 34 
Southeastern South Dakota eek oare eden | 46 | gt eae Sa 215 
Columbia Basin wheat area, Oregon. --- 46 fics. 50 BOW Teewcteees 160 








1 Data are for survey farms selected at random in each area. In some areas, only a few farmers put all 
eligible land in the soil bank and in these instances the data shown are for all farms in the sample. 


Most farmers who are not participating in the conservation reserve said that 
they needed all their cropland to operate efficiently. Many whose farms are 
small have labor and machinery with which to operate more land; some would 
like to add land to their farms and thereby increase their incomes. Payment 
rates would need to be higher before participation would be profitable for most 
farm operators who work full time on their farms. However, estimates devel- 
oped for some large farms show that it would be profitable to put parts of farms 
in the conservation reserve. 

As the total acreage put in the conservation reserve program through 1957 is 
equivalent to only about 1.5 percent of all cropland in the United States, the 
effects of the program on total crop production are slight. However, farmers 
said that most land in the program would have been used to grow crops if there 
had been no program. For example, farmers in the Texas Panhandle area indi- 
‘ated that land put in the program, an acreage equivalent to 9 percent of all 
cropland in the area, would have been used mainly to grow more grain sorghum. 
Farmers in Maine would have grown more oats, hay, and potatoes, while those 
in South Carolina would have grown more soybeans, oats, and corn. In the 
South Dakota, Wisconsin, and Oregon areas, farmers said they would have 
grown more feed grains and hay. Few farmers applied more fertilizer or other- 
wise attempted to increase crop yields on remaining cropland when parts of 
their farms were put in the conservation reserve. 

Farmers in most areas said that land put in the conservation reserve program 
averages only slightly lower in productivity than does other cropland on their 
farms. Estimates made by the farmers of real estate values per acre, as shown 
by the tabulations above, indicate that value of cropland averages only slightly 
lower on farms of participants than on farms of nonparticipants. 

Many farmers are using the conservation reserve program to get fields not well 
adapted for cultivation shifted to conservation uses. Some utilize the program 
to build up productivity of soils. A part of the land put in the program may 
come back into crop production at higher yields after 3 or 5 years. However, 
many farmers are using the program to get permanent pasture established; 
these farmers plan to use the land for grazing when contracts expire. Perma- 
hent shifts in land use can be expected also in areas where much cropland put 
in conservation reserve is planted to trees. Contracts call for planting of trees on 
85 percent of the conservation reserve land in the South Carolina study area, 50 


percent in Franklin and Kennebec Counties, Maine, and 12 percent in central 
Wisconsin. 
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As the conservation reserve program is relatively new, it is ‘too early yet to 
decide very precisely what long-term effects the program may have on the agri- 
culture of the study areas. However, participation can be expected to increase 
as more farm people learn about the advantages and disadvantages of partici- 
pating. In all areas, farmers said they plan to put additional cropland in the 
conservation reserve program in 1958. 


BACKGROUND OF THE STUDY 


The soil bank program was initiated late in 1956 to reduce production of sur- 
plus farm commodities and to promote conservation of the Nation’s land re- 
sources. Participation by farmers in the program has varied among areas. 
Questions have developed concerning the impacts of the soil bank program, espe- 
cially the conservation reserve part of the program, on agriculture in general 
and on farmers in different types of farming situations. 

The study on which this report is based was made to obtain information that 
would help in answering the kinds of questions listed here. What are the 
characteristics of farms and farm operators who are participating in the con- 
servation reserve program? How do farms and farm operators who are partici- 
pating in the program differ from those who are not participating? What fac- 
tors Cause some farmers to participate and others not to do so? What are the 
effects of the program on use of land, buildings, machinery, and other farm 
resources? What are the effects on farm production, tenure arrangements, and 
land values? 

Field surveys were made in selected areas of six States during the summer of 
1957. 

Altogether, more than 1,000 survey schedules were obtained during interviews 
with farm operators. Approximately half were from farmers who are participate 
ing in the conservation reserve program and the rest were from farmers who 
are not participating. Both groups were selected at random. In this report, farm 
operators who have put land in the conservation reserve program are called par- 
ticipants, while those who have no land in this program are called nonpartici- 
pants. 

Information was obtained from each of the farm operators interviewed as to 
the extent of participation in soil bank programs, the reasons for participating or 
not participating in the conservation reserve program, the quality of the land put 
in conservation reserve, and the changes that had been made on the farm since 
1955 in land use, crops grown, livestock kept, fertilizer applied, and labor used. 
Farmers were asked how they would have used land put in conservation reserve 
if there had been no program. Also, some information was obtained as to how 
well farmers understood the conservation reserve program, plans for participat- 
ing in the future, and conservation practices that are being put into effect on land 
placed in the program, and possible effects on land values, ownership, and tenure 
arrangements. 

The study reported here was concerned primarily with the effects of the con- 
servation reserve program. However, information about participation in the 
acreage reserve program was obtained from the farm operators interviewed. This 
was necessary in order to have a complete account of the changes in farming 
that accompany participation in the conservation reserve program. 

The findings reported here may be representative for surrounding sections of 
the areas studied, but it is not known to what extent they may be applicable to 
other regions. It should be recognized that the conservation reserve program 
has been in effect only since late in 1956. Therefore, it is too early yet to decide 
what the long-term effects of the program may be in the areas studied. 


THE CONSERVATION 





RESERVE PROGRAM 








Provisions of the program 

The conservation reserve and the acreage reserve programs make up the soil 
bank program. Both are voluntary. Farmers participate in these programs to 
the extent they think it advantageous to do so. Farmers must comply with 
all acreage allotments on their farms to qualify for payments under the soil 
bank program. 

Under present legislation, 1960 is the last year for entering into contracts to 
take land out of production under the conservation reserve program of the soil 
bank. However, as contracts under the conservation reserve program may run 
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for as long as 10 years, some land will continue to be in the soil bank through 
1969, even though the period for writing new contracts is not extended. 

The acreage reserve program is designed to reduce production of the allot- 
ment crops—wheat, cotton, corn, rice, and most types of tobacco. Large stocks 
of these commodities have been accumulated in recent years because produc- 
tion has been larger than market outlets at the prices that have prevailed. 
Under this program, farmers who agree to reduce their acreages of wheat, corn, 
cotton, rice, and tobacco below their acreage allotments for these crops are 
eligible to receive payments to compensate for loss of income. National aver- 
age payments per acre on agreements in 1957 were approximately as follows: 
Wheat $18, upland cotton $51, corn $38, rice $64, and tobacco $223. Payment 
rates vary among States, counties, and individual farms in accordance with dif- 
ferences in yields per acre. Farmers enter into 1-year contracts to reduce their 
acreages of these crops below their allotments. No crops can be harvested from 
land put into the acreage reserve. Nor can the land be grazed. Farm operators 
who participated in the 1957 acreage reserve program were not required to re- 
duce the total acreages of crops grown on their farms by the acreages they 
placed in the program in order to be eligible for payments. However, this is a 
requirement under the 1958 acreage reserve program. 

The conservation reserve program is a long-term measure designed to help 
adjust farm production to market demands and to increase the conservation of 
soil, water, forest, and wildlife resources. It is applicable to all land used to 
grow crops. Farmers enter into contracts for 3, 5, or 10 years. They agree to 
keep land placed in the conservation reserve program out of production for the 
duration of the contract. They also agree to establish a permanent vegetative 
or woody cover for soil protection if an acceptable vegetative cover does not 
exist. Where trees are to be planted for cover, contracts are for 10 years. 

Farmers who participate in the conservation reserve program are eligible to 
receive two types of payments on their diverted acreages: (1) Annual per acre 
rental payments in each year the land is under contract; and (2) cost-sharing 
payments for carrying out conservation measures in the year in which these 
measures are carried out. Cost-sharing payments are made for establishing 
cover crops where none exist, for planting trees, for building dams, pits, or 
ponds to protect cover crops or store water, and for protecting wildlife though 
cover, water marsh management, or dam and pond construction on land placed 
in the program. Cost-share payments are made up to 80 percent of the cost of 
carrying out the conservation practices. 

Annual rental payments are made at two rates, the regular rate which in 1957 
averaged about $10 per acre and the nondiversion payment rate, which is 30 per- 
cent of the regular rate. Farmers receive payments at the diversion rate for re- 
ductions in what have been designated soil-bank base crops. These are culti- 
vated crops, grains, flaxseed, soybeans, and most other crops, except those har- 
vested for hay or forage, Payments are made at the nondiversion rate for 
reductions in eligible cropland that is in excess of the soil-bank base for the 
farm. 

Land in the farm not included in the soil-bank base crops is considered to 
be in conserving or idle uses. Farmers who participate in the conservation re- 
serve program agree to keep the same total acreages of land in idle and con- 
servation uses as in the past, in addition to the acreages they place in conserva- 
tion reserve. They agree also to reduce the acreages used in production of all 
crops by the acreages placed in the program. 

Farmers can participate in both the acreage reserve and conservation reserve 
programs. If they do so, they are eligible to receive acreage reserve payments for 
reductions in wheat, cotton, corn, and tobacco, and conservation reserve pay- 
ments for reductions in other crops. Land that has been used to grow allot- 
ment crops may be placed in conservation reserve, but in general, farmers have 
found it advantageous to put this land in acreage reserve, for which payments 
per acre are higher. 

Changes have been made in the conservation reserve program for 1958 to 
encourage more operators to participate with whole farm units and to encourage 
participation by farmers who have large acreages in hay or summer fallow, as 
well as to emphasize further forestry and wildlife practices. In 1957, farmers 
with a soil-bank base of 30 acres or less could put any part of this acreage in 
the program at the regular diversion rate and any part of their remaining crop- 
land at the nondiversion rate. But farmers with a soil-bank base of more than 
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30 acres were required to put all of this acreage in the program before they 
could put in any land at the nondiversion rate. In 1958, however, farmers with 
a soil-bank base of more than 30 acres will be permitted to put land in the con- 
servation reserve at the nondiversion rate up to the number of acres they put 
in the program at the regular rate. This will benefit those farmers who devote 
a large part of their cropland continuously to production of hay. 

Also, in 1958, county agricultural stabilization committees are authorized to 
raise the nondiversion payment rate up to 50 percent of the regular rate when 
all eligible land on a farm is placed in the conservation reserve, or when any 
land is placed in the program to be planted to forest trees. County committees 
are also authorized to raise the nondiversion rate up to 100 percent of the 
regular rate when the entire eligible land on a farm is placed in the conserya- 
tion reserve and planted to forest trees. 

Farmers will be allowed to put any eligible acreage that is to be planted to 
forest trees in the program at the nondiversion rate. 






; 
' 


Participation in the program 


*articipation in the conservation reserve program through 1957 may be 
summarized as follows: 





EN ESSE EEE TS LEI eS OE I RII ne ne 82, 5 
Acreage under contract: 
ny mE NE RN a aa ek shenanigans es an as och 6, 178, 430 
I RE NE CN tise eesti ag beans od 3859, 502 
Total acres in the conservation reserve___.______--___________ 6, 537, 932 
Farms with entire eligible acreage under contract: 
ee cee eiubuaaiieaoniiniiins 12, 163 
Acreage in the conservation reserve....................._...._ 1, 102, 566 
Conservation practices performed or to be performed in 1957 or later: 
Establish permanent vegetative cover, acres___.____.._.____-_-_-- 5, 205, 761 
Temporary vegetative cover (preparation for permanent) _-_-~~- 1, 330, 905 
eS nn ches eescen inc csmmusmasenias 496, 033 
SS Te I in a cose sensenimomanernmsenemareunions 193, 298 
nr: SRT ORD ccsiauoebmnisiomiinagion 512, 515 
Establish cover beneficial to wildlife, acres_._.__...----__________ 7, 737 
Water and marsh management to benefit fish and wildlife, acres_ 2, 264 
Dams, pits, or ponds for protecting vegetative cover, number_-_- 2, 223 
Dams, pits, or ponds for irrigation water, number_-__-------- 264 
Nee en ene eee ee ee ee ee ee ieee meerebaiqeerasss 451 


Slightly less than 2 percent of all farms had conservation reserve contracts 
in 1957. The total acreage placed in the program was equivalent to about 1.5 
percent of total cropland as reported by the 1954 Census of Agriculture. 

-articipation is widely distributed throughout the United States. Nearly 85 
percent of all counties had one or more farm operators with contracts in the 
conservation reserve program. However, participation is higher in some regions 
than others. 

Acreages under contract in the acreage reserve program in 1957 by crops are 
as follows: 


a gs erecediouad nate dmactennis asa casa tov ap aciuavak generis nis vaio bloiane an 12, 783, 192 
ae ee ae eee 5, 233, 478 
Na eS A ee eee, ere ee eee 8, 015, 630 
UI ne ag teeta on ora Pa am andy mae ta arin eruption ates 242, 017 
RUNG 2 ne ee ee ee CRE Te Se LL 79, 701 





21, 354, 018 


OVERALL EFFECTS ON CROP PRODUCTION 





Altogether, nearly 28 million acres were in the soil bank program in 1957. 
This is equivalent to about 8 percent of the total acreage of crops planted or 
grown. No doubt total crop production would have been larger in 1957 if this 
land had not been taken out of production. The soil bank program probably 
was responsible for much of the reduction in the total acreage of crops planted 
or grown of 19.7 million acres from 1955 to 1957. 
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The net reduction of 6.5 million acres of crops on farms in the conservation 
reserve may have been partly offset by increases in crop acreages on farms not 
participating in this program. Also, most regions have some idle cropland, and 
with more favorable growing conditions in 1957 than in other recent years, es- 
pecially in the Southwest, it is probable that more of the available cropland 
has been utilized. 

Farmers who participated in the 1957 acreage reserve program probably did 
not reduce their total crop acreages by the amounts they placed in this program. 
The reduction of 20 million acres in the five allotment crops (cotton, wheat, 
corn, rice, and tobacco) from 1955 to 1957 is about the same as the total acreage 
in the acreage reserve program in 1957. However, the total acreage of wheat 
has not decreased by as much as that placed in the acreage reserve. 

The total acreage of crops planted or grown probably would have been at 
least as large in 1957 as in 1955, or about 20 million acres larger, if there had 
been no soil bank program. This is equivalent to about 6 percent of the total 
acreage harvested. Much of the cropland in the soil bank in 1957 is located in 
areas with crop yields that average lower than those for the country as a 
whole. If it is assumed that land put into the soil bank would have been 
planted and that yields on this land would have averaged half as high as na- 
tional yields in 1957, total crop production would have been about 3 percent 
larger in 1957. 

NORTHERN AND CENTRAL MAINE 


Aroostook County in northern Maine and Franklin and Kennebec Counties in 
central and southwestern Maine were the areas studied. 

Potato growing is the main farm enterprise in Aroostook County, Potatoes ac- 
count for 90 percent of the total farm sales. Farms vary in size, but average 
about 200 acres. Approximately half of the land in farms is classified as crop- 
land. Potatoes are grown on about 40 percent of the harvested cropland. Prices 
received by farmers for potatoes have been low during the last few years, and 
many farmers have been looking for alternative sources of income. The acreage 
in potatoes has changed greatly from one year to the next, but the total was 
about the same in 1954 as in 1989. The harvested acreage of all crops also has 
remained about the same. However, the total number of farms decreased by 
nearly 80 percent from 1939 to 1954. Farms have increased in size and have be- 
come more mechnized. There are now relatively few part-time farmers, Non- 
farm employment opportunities are limited. Only 17 percent of the farm op- 
erators worked off their farms 100 days or more, according to the 1954 Census of 
Agriculture. 

Dairying is the main farm enterprise in Franklin and Kennebec Counties, al- 
though production of broilers has become important in recent years. Farms 
average about 150 acres in size, but only about a third of the land in farms is 
cropland. In recent years, much cropland has been abandoned and has reverted 
to brush and trees. Total farm population decreased about 30 percent from 
1939 to 1954. Many young people migrated to southern New England where bet- 
ter employment opportunities were available. About half of the farm operators 
worked off their farms 100 or more days in 1954. 


Extent of participation 


Only the conservation reserve part of the soil bank program was in effect in 
Maine. The State includes no counties designated as commercial corn- or wheat- 
growing areas under acreage allotment programs so the acreage reserve part 
of the soil bank program was not in effect. 

Nearly 14 percent of the farmers in Aroostook County and a little less than 
3 percent in Franklin and Kennebec Counties have land in the conservation re- 
Serve. Of these farms, about 45 percent in Aroostook County and about 25 
percent in Franklin and Kennebec Counties had all of their eligible land in the 
program. Nearly half of the cropland put in the conservation reserve in the 
three counties is on farms whose operators placed all eligible land in the pro- 
gram. Much of the cropland placed in the program—95 percent in Franklin and 
Kennebee Counties and 40 percent in Aroostook County—was at the nondiversion 
payment rate. 

Most conservation reserve contracts in Aroostook County are for 3 or 5 years. 
Nearly half of those in Franklin and Kennebec Counties are for 10 years and 
provide also for planting of trees. 
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Participation in 1957 may be summarized as follows: 





Aroostook Franklin and 


County Kennebec 
Counties 
Percentage of all farms with— 
All eligible land in program -_-_.- ae oe : 6.0 0.6 
Part of eligible land in program _.__--.------- cet . 7.7 2.0 
Total. scdesebrarns clap agaiela cseal etic 13.7 2.6 
Percentage of all cropland in program 
At regular rate. -- ; bak 6.3 1 
At nondiversion rate. - ; : = 3.9 1.9 
Total 7 10.2 2.0 


Data on total number of farms and acreages of cropland used to compute these 
percentages are from the 1954 Census of Agriculture. 

The annual rental payment for reductions in soil bank base crops (cultivated 
crops, Small grains, and so on) was $9 per acre. The nondiversion payment rate 
for other eligible land above the soil bank base was $2.70 per acre. In addition, 
farm operators receive up to 80 percent of the cost of establishing approved con- 
servation practices on designated conservation reserve land. 

Conservation reserve contracts call for planting of trees on nearly half of the 
land in the program in Franklin and Kennebec Counties but on only about 1 per- 
cert in Aroostook County. Cost-sharing payments for tree planting average 
about $24 per acre. 

Participants compared with nonparticipants 

Farm survey records were obtained from 138 farm operators in Aroostook 
County and from 74 in Franklin and Kennebec Counties. A little more than half 
of these were participants in the conservation reserve program. Both participat- 
ing and nonparticipating farms were selected at random. 

In Aroostook County, farms with part of eligible land in the conservation 
reserve program average larger than nonparticipating farms. But those with all 
land in the program average only about half as large (table 1). Farms with all 
land in the program have relatively little cropland. However, those with part 
of their land in the program have more cropland than other farms in the area. 
Farm real estate values per acre average slightly lower but real estate taxes per 
acre average much lower on participation than on nonparticipating farms. This 
suggests that the productivity of land placed in the program may average lower 
than that of land on other farms in the area. Some of the farm operators who 
are participating in the program are part-time farmers, have nonfarm jobs or 
retirement annuities, or live off the farm. However, a large proportion of 
participants are full-time farmers, live on the farm, and do not have off-farm 
employment. 

In Franklin and Kennebec Counties, farms with all eligible land in the conser- 
vation reserve program also are relatively small and have little cropland (table 
1). Farms with only part of the eligible land in the program e verage larger 
than other farms in the area. Farmers who participate in the program have 
relatively few livestock as compared with other farmers. Data on real estate 
values per acre and real estate taxes per acre suggest that land on participating 
farms may be less productive on the average than land on nonparticipating 
farms. However, these data also reflect differences in buildings and other im- 
provements on the farms. A high proportion of the participating farm operators 
have nonfarm jobs and retirement annuities. 

Factors that affect participation 

Farm operators gave a variety of reasons for putting cropland in the conserva- 
tion reserve program. About a third said they wanted to improve the productiv- 
ity of the land or control growth of brush. About a fourth said they needed the 
income to pay real estate taxes or that it was more profitable to place land in 
the progrdm than to operate it. Another 20 percent said they were too old to 
farm or for other reasons did not want to do so. The rest gave other reasons 
such as “have too much land to cultivate,” “labor is hard to get,” “don’t have the 
capital required to farm the land,” “land is too far away to operate,” and “prefer 
not te rent the land out to others.” 
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Some participants in Aroostook County who are commercial potato farmers 
said that production of potatoes has been unprofitable during the last few years 
and that this was the major reason for putting some land in the program. 


TaBLE 1.—Characteristics of farms and farm operators participating and not 
participating in the conservation reserve program, selected areas of Maine, 1957 


























Aroostook County Franklin and Kennebee 
Counties 
Farmers partici- Farmers partici- 
Item pating with— Farms pating with— Farms 
not al ae not 
| | partici- | partici- 
Part of | All pating Partof | All pating 
eligible | eligible eligible | eligible 
land | land land land 
| 
Farm operators interviewed__...number-- 38 38 52 | 22 | 16 | 36 
SO OO AOU ooh ies eccmsceoninn'g acres... 206 121 | 245 234 141 217 
Cropland per farm... -...-..-..-.-- Dea 142 57 119 52 24 68 
Real estate value per acre. -._.--- dollars_- 71 | 63 83 52 | 69 84 
Real estate taxes per acre. --------- cents-- 161 163 264 79 | 116 146 
Average age of farm operator ____--yvears-_- 47 | 58 51 53 | 57 53 
Percentage of farm operators who— | 
Are part-time farmers - ----- percent _- 24 21 | 4 18 | 25 11 
Have nonfarm jobs____-_.--...do__--| 50 58 | 15 | 86 | 81 30 
Live off the farm._.-...........do..._| 29 | 37 | 8 | 14 | te = 
Have retirement annuities_.....do____| 5 24 | 4 | 27 | 43 11 
Have gross farm incomes of $2,500 or | | 
IBONO.. 25 secant oc nons 0550p oc ereeieass 60 | 13 | 94 | 23 | 6 72 
Have nonfarm incomes of $2,500 or | 
Foo a bak eee percent. 37 | 44 | 8 55 | 81 20 











Most farm operators who are not now participating in the conservation re- 
serve program thought that participation would not be profitable. Nearly 
two-thirds said they needed all their cropland to operate efficiently. About 80 
percent indicated that payment rates would need to be higher before it would be 
profitable to participate, Dairy farmers in Franklin and Kennebec Counties said 
they needed all their cropland to grow feed for dairy herds and many would like 
to increase their acreages of cropland. The remaining 20 percent said they were 
not participating for such reasons as “do not know much about the program,” 
“plan to sell the farm,” and “too old to participate.” 

In both areas, lack of information about the conservation reserve program 
probably affected participation. Nearly half of the farm operators who were not 
participating had little or no knowledge about the program. However, much 
of this lack of information was due to the fact that the program is relatively 
new. 

Crop production reduced slightly 

In Aroostook County, where approximately 10 percent of the cropland was 
in the conservation reserve program, crop production in 1957 was less than it 
would have been if there had been no program. Farmers said that crops would 
have been grown on most of the land placed in the conservation reserve. Nearly 
half of the cropland retired from production was from whole farm units, and 
if there had been no program, most of this cropland would have been used to 
grow potatoes, oats, and hay. However, a small part would have been idle. 
Most farmers who did not participate in the program, as well as those who put 
part of their cropland in the program, reduced their acreages of potatoes from 
1956 to 1957. Most of them said that they reduced their potato acreages be- 
cause of the low prices during the previous few years. Some could not obtain 
the credit required to grow more potatoes. However, participating farmers made 
larger reductions in acreages of oats than did other farmers. 

The quantities of fetilizer applied per acre of potatoes grown were lower in 
1957 than in other recent years on farms with land in the conservation reserve as 
well as on other farms. This may have been a result of the relatively low 
prices received for potatoes in the last few years. However, farmers tended 
to keep their best land in potatoes and potato production did not decrease as 
much as acreage. 

In Franklin and Kennebec Counties, the conservation reserve program has 
affected crop production slightly, as only 2 percent of the cropland was in the 
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program. Most of the contracted acreage was at the nondiversion rate. Hay 
would have been harvested from most of this land if there had been no program. 
However, farmers indicated that some of the hayland might not have been har- 
vested. Most of the farmers who participated in the program have relatively 
few livestock. However, dairy farmers in the area frequently cut hay from 
land on nearby farms. Consequently, the quantity of hay available for harvest 
by dairy farmers was reduced slightly as a result of the program. 

The conservation reserve program is likely to have some important long-term 
effects on the agriculture of these areas, especially if participation increases in 
the future. Only about 20 percent of the farm operators said they plan to farm 
the land placed in the program when their contracts expire, although nearly 30 
percent were undecided. Nearly 25 percent said they would put the land in 
trees, and an additional 17 percent said they would renew contracts. About 10 
percent said they plan to sell the land. 

Not much change in the use of buildings and machinery has accompanied 
participation in the conservation reserve program, probably because the pro- 
gram is relatively new. Most of those who put all of their eligible acreage in 
the program have little or no machinery and relatively poor farm buildings. A 
few said they plan to sell their machinery. However, most farmers who put 
part of their eligible land in the program plan to keep the machinery they have 
on hand and to repair and improve farm buildings. 

Many farm operators are utilizing the conservation reserve program to help 
make such adjustments as reducing the size of the farming operation, shifting 
to nonfarm employment, or retiring. It seems likely that recent trends toward 
establishment of more conservation practices, reduction in farm population, 
movement to nonfarm employment, and others will be speeded up as a result 
of the program. 

Farmers undecided as to future 

Most farmers were undecided about plans for putting land into the conser- 
vation reserve program in 1958 when they were visited during the summer of 
1957. However, about 8 percent of those who had placed part of their eligible 
acreage in the conservation reserve plan to put all of their eligible land in the 
program in 1958. Another 8 percent of these farmers indicated that they would 
make contracts for additional acreages. About 10 percent of the nonparticipants 
interviewed said they plan to put some land in the conservation reserve in 1958. 

In Aroostook County, many farmers said they would wait and see what 
happened to the price of potatoes before they decided on plans for participation. 
This was true of both farmers with no land in the conservation reserve and of 
those with part of their land in the program. 

In Franklin and Kennebec Counties, certain modifications made in the con- 
servation reserve program for 1958 are likely to encourage greater participa- 
tion. These are the modifications that provide for higher annual rental rates 
for cropland that has been in hay when whole farm units are placed in the 
program or when cropland is planted to trees. 

In both areas, participation can be expected to increase as more farm people 
and owners become better informed about provisions of the program, 


CENTRAL WISCONSIN 


The Wisconsin study area includes Adams, Jacksou, Juneau, Marquette, and 
Waushara Counties. It covers a large part of the central sandy section of the 
State. Soils vary in productivity but average below those of counties to the 
south, east, and west. According to the 1954 Census of Agriculture, farms 
averaged 184 acres in size and had 96 acres of cropland and 64 acres of harvested 
crops. Corn, oats, and hay are the main crops grown. 

Dairying is the muin farm enterprise. In 1954, nearly 20 percent of the farms 
were part-time or residential units. The value of production per farm is lower 
here than in surrounding areas. In 1954, the total value of farm products sold 
was less than $5,000 for 76 percent of the farms and less than $2,500 for 45 
percent. Only 9 percent of the farms were operated by tenants. 

The total acreage of cropland has decreased gradually; it was 20 percent 
smaller in 1954 than in 1910. The number of farms decreased by 31 percent 
while acreage per farm increased by 18 percent. Farm population has decreased 
also. On the average, farm operators here are older than those in surrounding 
areas. 

Off-farm employment has become increasingly important in recent years. In 
1954, 22 percent of the farm operators worked 100 days or more off their farms 
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and 44 percent had some off-farm employment. However, few local nonfarm 
employment opportunities are available, and most farm people who have in- 
dustrial jobs travel 30 to 50 miles to work each day. 
Extent of participation 
About 6 percent of all farmers had land in the conservation reserve program 
in 1957. About a third of these farmers put all of their eligible acreages in the 
goil bank. About 80 percent also had some land in the acreage reserve program. 
Farmers have agreed to establish cover crops on 88 percent of the land placed 
in the conservation reserve. Trees will be planted on the remaining 12 percent. 
Participation in the soil bank program in 1957 may be summarized as follows: 


Percentage of all farms with— 
Conservation reserve contracts 
Acreage reserve contracts 
Percentage of all cropland placed in— 
Conservation reserve 
BO ae sini ctiea SS de bess at oa Scheele eal 
Total in soil bank 


Annual rental payments for reductions in soil-bank base crops under the con- 
servation reserve program vary from $8 to $13 per acre for individual farms, 
depending on the productivity of the soil. As in other areas, annual rental 
payments for reductions in other crops, or what have been called nondiversiou 
rates are 30 percent of regular annual rental rates. Rental payments under 
the acreage reserve program for reductions in corn and wheat average higher. 


Participants compared with nonparticipants 

Farms and farm operators with land in the conservation reserve progrum 
differ in some important respects from those with no land in the program 
(table 2). Altogether, 149 farm operators were interviewed. Of these, 74 had 
land in the conservation reserve and 75 did not. Of the 74 with land in the 
program, 24 had all eligible land in the soil bank. Most of them also participated 
in the acreage reserve program. 


TABLE 2.—Characteristics of farms and farm operators participating and not partici- 
pating in the conservation reserve program, central Wisconsin, 1957 ! 


Farmers participating 
with— 
Farmers not 
| partici- 
Part of All eligible pating 
eligible land 
land 


Farm operators interviewed number. 50 24 75 
NE ES ne cc ewncchadev en sudwegaes ominn kenen 194 163 190 
Cropland per farm ewe ; cin sis 108 87 103 
Real estate value per acre. .-.-------.--------- ....--dollars 60 61 59 
Real estate taxes per acre : ee 107 108 129 
Average age of operator------- ; years . - 57 60 §2 
Percentage of farm operators who— 
Are part-time farmers sdscubiliadeaddes rs 40 38 24 
Have nonfarm jobs... -- 60... 42 50 23 
Have gross farm incomes tai 8 8 52 
Have nonfarm incomes of $2,500 or more 44 62 | 38 





1 This area includes Adams, Jackson, Juneau, Marquette, and Waushara Counties. Nearly all farmers 
with all eligible land in the soil bank and some of the others also participated in the acreage reserve program. 


Farms with land in conservation reserve do not differ significantly from other 
farms with regard to total acreage or acreage of cropland. However, farms 
with all eligible land in the soil bank have about 15 percent less cropland than 
other farms. The current market value of real estate per acre was about the 
same for farms with land in the program as for farms with no land in the 
program. However, real estate taxes per acre averaged nearly 20 percent higher 
for farms not in the program than it did for farms in the program. 

Few farms operated by tenants have land in the program. 

Farm operators who participate in the conservation reserve program are 
older, more of them are part-time farmers, more of them have off-farm jobs, 
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and more of them live off their farms than is true of other farm operators in the 
urea. 

In general, farm operators with land in the program have low incomes from 
farming. Ninety-two percent had gross farm incomes of less than $2,500. But 
only 48 percent of the farm operators with no land in the program had gross 
farm incomes of less than $2,500. The former, however, had higher incomes 
from nonfarm sources than did other farmers. 

Factors that affect participation 

The main reasons given by farmers for participating in the conservation 
reserve program were as follows: 

Reason Percent 

To improve soil 25 
To help him retire 21 
To receive payments_--____-___- 17 
To avoid problems of renting 14 
To work full-time off farm 10 
5 


Most farmers placed land in the program for more than one reason. Pay- 
ment rates, for example, were an important consideration in each instance. 

The conservation reserve program provides a profitable alternative for a sub- 
stantial proportion of the farmers of the area. This group includes older 
farmers who want to retire, either entirely or partially, by reducing the size of 
their farming operations, part-time farmers who work off the farm and want 
to shift to full-time nonfarm jobs, some farmers with large farms who want to 
use the programs to improve the productivity of parts of their farms, others 
who for a variety of reasons want to reduce the size of their farming opera- 
tions, and people who have moved off their farms and placed their cropland 
in the program rather than rent to others. Annual payment rates were con- 
sidered a reasonable return for diverting cropland from soil bank base crops. 
Farmowners who were interested in receiving a return from land, but not from 
labor or capital investments used on the land, usually considered participation 
in the program advantageous. However, most farmers thought that the pay- 
ment rates for hay land were too low to be attractive. This accounts for the 
small acreage put in the program at the nondiversion payment rate. 

A little more than half of the farm operators with land in the program indi- 
cated that they did not want to continue farming and were utilizing the pro- 
gram to get out of farming or to reduce their farming operations. 

Most of the farm operators with no land in the program said they required 
all of their cropland to operate efficiently. In fact, many said that with modern 
machinery they could handle larger crop acreages and more livestock. Some 
farmers would like to expand the sizes of their farms and thereby utilize their 
labor and machinery more effectively an increase their net incomes. 

Annual payment rates are too low to make a great deal of participation 
profitable for most full-time farmers whose cash costs would not decrease signifi- 
cantly if they operated less land. Records for 156 central Wisconsin farms in 
the State Agricultural Extension Service Farm Accounting Association show 
that net cash income per harvested crop-acre averaged $40 in 1956. Most of 
these farmers probably would not find it profitable to place much land in the 
conservation reserve. However, in some instances, use of the program to con- 
serve and build up soil productivity might be profitable. 

Lack of information about the program apparently has affected participation 
significantly. About half of the farm operators with no land in the program 
said that they had little or no information about the program, and only about 40 
percent said they had considered the advantages or benefits of participating. 
Effects small thus far 

Obviously the net effect of the soil bank program on total farm production of 
the area has been small, as only about 3 percent of the cropland has been placed 
in the program. Nonetheless, the program has caused total farm output to be 
a little less than it otherwise would have been in 1957. About a third of the 
cropland placed in the conservation reserve was on farms that put all eligible 
land in thessoil bank program. There was no evidence that farm operators who 
placed part of their cropland in the conservation reserve used more fertilizer 
on their remaining land or otherwise attempted to offset any decrease in pro- 
duction that occurred as a result of putting land in the program. On farms 
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where the program is used mainly as a means to improve soil productivity, and 
the land is brought back into crop production in later years, crop yields can be 
expected to be higher than they would have been otherwise. 

Farmers were asked what use they would have made of cropland placed in the 
conservation reserve if there had been no program. Only 38 percent said that 
they would have farmed the land themselves. Nearly 20 percent would have 
rented out the land. Another 20 percent would have put the land in legumes 
and grass, and most of these farmers would have sold some hay. The remaining 
22 percent said they would have left the land idle or put it in trees. Or they 
were uncertain as to what they would have done. Thus, it is evident that the 
program brought about some reduction in crop production, 

Most farm operators who were participating in the program said they plan 
no major changes in the use or repair of farm building. However, many farm 
buildings will become obsolete in another few years if they are not maintained 
or improved. Many farmers sold their livestock or reduced their livestock num- 
bers when they placed land in the program. In general, farmers who have land 
in the program are poorly equipped with machinery. Most of them said they 
planned to keep the machinery they had on hand. 

The soil bank program appears to have affected land values in the area very 
little. Three participants said they would have sold their farms if there had 
been no program. Only one of the participants interviewed had purchased his 
farm during the last year. The acreage of cropland available for rent was 
slightly smaller because of the program, but the percentage of all cropland 
operated by tenants is relatively small in this area. 

The soil bank program has speeded up adjustments in farming that have been 
jn progress in central Wisconsin during the last 20 years. These adjustments 
include the expansion of the acreage in legumes, grass, and trees, reduction in 
the total acreage of cropland and shift of farm people to nonfarm employment. 
It has helped some older farmers to retire and others to shift to nonfarm em- 
ployment. Only 27 percent of the farm operators said they planned to farm the 
land they placed in the program when their contracts expire. Nearly 30 percent 
said they would renew the contracts if they could and another 12 percent said 
they would let the land remain in trees, Only 3 percent said they would rent 
out the land. About 5 percent plan to sell their farms. The rest had no 
definite plans. 


Farmers plan to participate to greater extent 

When they were interviewed in the summer of 1957, most farmers were un- 
certain as to their plans for 1958. However, 14 percent of those who had part 
of their farms in the conservation reserve said they intended to put all of their 
eligible land in the program in 1958, and another 14 percent said they planned 
to put additional land in the program. 

Among those who were not participating in 1957, only about 3 percent said 
they had definite plans to put land in the 1958 conservation reserve program. 
Some farmers who are not now participating in the program said they would 
participate if nondiversion payment rates for land in hay were increased or if 
higher nondiversion rates were paid when all eligible land in the farm is placed 
in the program. Modifications in the 1958 program which permit higher non- 
diversion payments are expected to lead to greater participation. 

Future participation is likely to be highest among part-time farmers, full-time 
farmers who want to shift to part-time farming, farmers who want to retire, and 
those who want to shift to nonfarm occupations. Nearly 25 percent of the 1957 
honparticipants are part-time farmers and many of them may find participation 
in the program advantageous. 


UPPER COASTAL PLAIN OF SOUTH CAROLINA 


This study area includes Allendale, Bamber, Barnwell, Calhoun, Hampton, and 
Orangeburg Counties. Agriculture here is diversified, but a cash-crop system 
with cotton and corn as major crops is characteristic of most farms. According to 
the 1954 census, about half of the land in farms was cropland, 35 percent was 
woodland, and most of the remaining 15 percent was pasture. Farms vary in 
size, but half of all farms have less than 50 acres of cropland. Sharecroppers and 
wage hands make up an important part of the farm labor force. 

The agriculture of the area has changed in recent years. From 1946 to 1956, 
the total acreage of cotton and corn decreased about 20 percent. But the acre- 
age of soybeans has increased. The total number of farms in the area has de- 
creased by about a fourth since 1945 and farms have increased in size. In recent 
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years, there has been an outward migration of farmworkers. Industrial growth 
has been slower than in the Piedmont area and opportunities for nonfarm employ- 
ment have been limited. Nevertheless, part-time farming has increased. 

Pine trees grow rapidly in this area and the growing of pine trees has become a 
profitable enterprise. The acreage planted to pine trees has increased greatly 
in recent years. Paper companies, large and small timber operators, some lead- 
ing farmers, and others own forest land for investment purposes. 


Extent of participation 


About 10 percent of the cropland of the area was put in the soil bank in 1957, 
The conservation reserve program accounts for nearly 5 percent and the acreage 
reserve program for a little more than 5 percent. 

Many farms operated as one unit have tracts of land at different locations, 
Some of the operators of these farms have more than one contract under the soil 
bank program. Therefore, the number of soil bank contracts is larger than the 
number of farmers with contracts. However, if each contract in the conserva- 
tion reserve is considered as a farm, participation may be summarized as follows: 


Percentage of all farms with— 
Conservation reserve contracts 
Acreage reserve contracts____-~- 

Percentage of all cropland placed in— 
Conservation reserve 
Acreage 

Total in soil bank 


About 6 percent of the conservation reserve contracts were for entire farm 
units. Another 8 percent of the farmers put all eligible land in the soil bank 
by participating in both conservation and acreage reserve programs. Thus 
about 85 percent of the contracts were for parts of farm units. Less than 2 
percent of the cropland placed in the conservation reserve was at the nondi- 
version rate. 

Conservation reserve contracts call for planting of trees on 85 percent of the 
erepland placed in the program, other permanent vegetative cover on about 13 
percent, and wildlife protection and water storage on the remaining 2 percent. 

The regular annual payment rates for cropland placed in the conservation re 
serve vary from $8 to $10.50 per acre among counties. These payment rates 
reflect differences in productivity of cropland. 

Cotton accounts for 90 percent and wheat and tobacco for 10 percent of the 
cropland placed in the acreage reserve. 


Participants compared with nonparticipants 


Altogether, 306 farm operators were interviewed. They included 147 who 
were participating in the conservation reserve and 159 who were not participat- 
ing. About 15 percent of the participants interviewed put all of their eligible 
land in the soil bank. 

Farms of operators with land in the conservation reserve average larger and 
have more cropland than do other farms in the area (table 3). There was 
some participation by operators of farms in all size groups, but a larger pro- 
portion of the large than of the small farmers have land in the program. Al- 
though farms with less than 50 acres of cropland account for more than half 
of all farms in the area, farmers with less than 50 acres of cropland account for 
only 19 percent of all farmers in the sample who were participating in the con- 
servation reserve. The percentage distribution of survey farmers participating 
and those not participating in the conservation reserve program follows: 


Percentage Percentage 

Acres of cropland per farm distribution | distribution 
of farms of farms not 

participating | participating 


Small farms—50 or less 19 
Medium-sized farms—51 to 150__.. 
Large farms—151 or over -- 
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Farm real estate values and taxes per acre average lower for farms with land 
in the conservation reserve than they do for other farms. This suggests that 
the productivity of :ands of participating farmers may average a little lower 
than that of nonparticipating farmers. 

The average ages and the proportions having retirement annuities are about 
the same for participants and nonparticipants. 

Approximately half of the farm operators with land in the conservation 
reserve have nonfarm jobs. Nearly half are part-time farmers. Half live off 
the farm. Only about a fourth of the farm operators with no land in the pro- 
gram have these characteristics. 


TasBLbé 3.—Characteristics of farms and farm operators participating and not par- 
ticipating in the Conservation Reserve: Program, Upper Coastal Plain of South 
Carolina, 1957 } 


Item | Farmers par- |’ Farmers not 
ticipating | participating 





Farm operators Interviewed ; number- - 147 159 
Land per farm _- Balin ne Ska scant wale Sean etree i acres -_| 787 155 
Cropland per farm - +s hs eee 5 Ais nal 225 92 
Real estate value per acre. ane Sa catde _.....-dollars 82 97 
Real estate taxes per acre_-- fun cdh adkebed cents__| 33 41 
Average age of the farm operator ; years_ - 51 §1 
Percentage of farm operators who— 
Are part-time farmers - -_---- PkGande sagashekcswen ct PGeecd 24 
MI NRIOL 205 on cieerert s Ba Pend, dint enh aphute aaake abs pe amee i | 24 
Have nonfarm jobs_ _--. ; eae 
Live off the farm___-_--- 
Have retirement annuities__-_..---..----- 
Have gross farm incomes of $2,500 or more 
Have nonfarm incomes of $2,500 or more 





1 This area includes Allendale, Bamberg, Barnwell, Calhoun, Hampton, and Orangeburg Counties. 
Data are not shown separately for farms with all eligible land in the soil bank, as they account for only 
about 15 percent of farms in the sample. Many farmers have land in the acreage reserve program. 


Relatively few tenant-operated farms have land in the conservation reserve. 
But it is significant that 7 percent of the participating farms were operated 
by tenants, 

*articipants have higher average gross farm incomes and nonfarm incomes 
than do nonparticipants. However, this would be expected as participants have 
larger farms and more of them have nonfarm jobs than nonparticipants. 
Factors that affect participation 

Farmers gave many reasons for participating in the conservation reserve pro- 
gram. Many recognized that the program would help them make the kinds of 
land use adjustments that they have wanted to make. 

Major reasons given by farm operators for placing land in the conservation 
reserve program and percentages giving different reasons follow: 

Reason Percent 
More profitable than to farm the land or to rent it out 
Land required conservation practices because it was hilly or low in pro 
ductivity, or farmer wanted to improve and conserve soil productivity 
FOR OUROE PORGONG 6 gies i sicimiiens 
Program provided the means for retirement or farmer did not want to operate 

the land because of old age or poor health 
Shortage of labor 
Fileds put into the program were inconvenient to operate because of location_ 
Wanted to establish improved pasture 


The most common reason given by farm operators for not participating was 
that they did not think participation would be profitable. Most of these farmers 
Said that they needed all their cropland to operate their farms efficiently. Some 
did not want to place land in the program for long periods. Tenant farmers 
usually do not have control of the land they operate for long enough periods 
to place it in the conservation reserve. Some landlords said that if they were 
required to share rental payments with tenants it would be more profitable 
to rent the land to tenants. Also, farmers who already have large proportions 
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of their lands in soil-conserving uses said there was little or no advantage in 
participating. 

The economic advantages of participating in the soil bank program depend 
to a large extent upon whether labor is a cash cost that can be reduced when 
land is put in the soil bank. When labor is considered a cash cost, net cash 
income from representative farms increases as more land is put in the conser- 
vation and acreage reserve programs (table 4). This is true of small and 
medium-sized as well as large farms. But when labor is not considered a cash 
cost, net cash incomes decrease as more land is placed under the programs. A 
larger part of the labor used on large farms is hired than is true in the case of 
small or medium-sized farms. Many operators of large farms can increase 
net cash incomes from their farms by placing land in the soil bank. But most 
farm operators of small farms who hire little or no labor would reduce their 
net cash incomes from farming if they put their land in the soil bank. Par- 
ticipation might be advantageous in many instances, even though net cash in- 
comes from farming were reduced for a few years, because it would help the 
farm operator make such adjustments as conserving and building up soil pro- 
ductivity of some fields, reducing the amount of farmwork, retiring, or shifting 
to nonfarm employment. Operators of some small farms may be able to in- 
crease their total net incomes by putting land in the soil bank and working 
off the farm. 

Information or lack of information about the soil bank program also affected 
participation. Most of the participants understood the program fairly well, 
but 60 percent of the nonparticipants understood it poorly or not at all. Only 
25 percent of the nonparticipants had made any estimates of how participation 
in the conservation reserve might affect their net incomes. In general, op 
erators of large farms have a better knowledge of soil bank programs and the 
advantages of participating in them than do operators of small or medium-sized 
farms. 


TABLE 4.—Estimates of net cash income on representative farms with different degree 
of participation in soil bank program in 1957, upper coastal plain of South 
Carolina ! 


Portion of farm in soi] bank program 


Average 3 All eligible 
land 4 


Net cash income when labor is a cash cost: Dollars Dollars Dollars 
Smal] farms : a = = 276 368 450 
Medium-sized farms. na 3 : | 462 821 1, 051 
Large farms__- ‘ coca 4,177 | 4, 242 5, 953 

Net cash income when labor is not a cash cost: 

Small farms : aE 716 562 458 
Medium-sized farms. _----.---- ; iach —— 1, 437 1, 318 1, 076 
Large farms_-- ito 9, 253 7, 581 6, 059 





| Estimates based on 1956 crop yields and on organization and production data for study farms participat- 
ing in conservation reserve in 1957. 
2 Sizes of farms: Small, 50 acres or less cropland; medium, 51 to 150 acres of cropland; large, 151 or more 


acres of cropland. ; At d a 
3 Average participation in acreage reserve and conservation reserve programs of participants in 1957. 
4 Eligible cropland in acreage reserve and other cropland in conservation reserve. 


Crop production reduced 

Crop production was less in 1957 on farms whose operators participated in the 
conservation reserve than it would have been if there had been no program. The 
farm operators visited placed about 40 percent of their cropland, or an average 
of about 55 acres per farm, in the conservation reserve. This includes reduc 
tions of about 20 acres in soybeans, 17 in oats, 13 in corn, and 5 in other crops. 
In addition, acreages of cotton and wheat were reduced on many of these farms 
because their operators participated in the acreage reserve program. 

According to most of the farm operators interviewed, land placed in the con- 
servation teserve averaged a little lower in productivity than that of other crop 
land on the same farm. Also, farmers who participated in the program said 
they applied about 5 percent more fertilizer per acre of cropland in 1957 than in 
1956. The total quantity of nutrients applied per acre of cotton, corn, and oats 
did not change, but it was increased for wheat, soybeans, and rotation pasture. 
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Farmers have made few changes in livestock numbers during the last 2 years. 
There were few livestock on the farms whose operators put all of their cropland 
in the soil bank. In a few instances, farmers who put part of their land in the 
program increased their livestock numbers slightly. 

The resident labor force on farms whose operators participated in the con- 
servation reserve program was reduced slightly. This was true also of other 
farms in the area from 1956 to 1957. However, it was probably a continuation 
of a long-term trend. The number of farmworkers on participating farms in 
the sample decreased by 12 percent from 1956 to 1957, but farm operators said 
there would have been a reduction of 9 percent had there been no conservation 
reserve program. Most of the reduction that has occurred may be due to reduc- 
tions in acreages of cotton. 

The survey indicated that the soil bank program has affected tenure arrange- 
ments or land values very little. A few landowners who had been renting out 
land have placed land in acreage and conservation reserve programs. It is cus- 
tomary to rent land for annual cash payments of $5 to $10 per acre. Rental 
contracts usually are oral and are made for only 1 year. Only 10 percent of 
the farm operators who participated in the conservation reserve and 4 percent 
of those who did not participate said that they had bought land during the last 
2 years. A few who had bought land said their purchases were influenced by 
availability of the soil bank program, but most of these few said that the soil 
bank program did not influence the price they paid. However, other sources of 
information indicate that interest in buying land for investment purposes has 
increased because of the conservation reserve program. 

Thus far, the conservation reserve program has caused only a few farm 
operators to move off their farms, to retire, or to take nonfarm jobs. However, 
if the program continues, the number probably will increase. 

The total volume of business activity in the area has been affected very little 
by the conservation reserve program. Purchases of fertilizer were 4 percent 
less in 1957 than in 1956, but this was due mainly to reduction in cotton acreages 
under the acreage reserve program. Purchases of machinery and building ma- 
terials for replacements and repairs have remained about the same. But they 
may decrease if participation in the conservation reserve increases. The use of 
buildings or machinery on most farms has changed little as a result of placing 
land in the conservation reserve. 

The planting of trees on cropland put in the conservation reserve may affect 
business activity significantly in the area over the long run. As pointed out 
earlier, 85 percent of the cropland placed in the conservation reserve has been 
or is soon to be planted to trees. If the acreage planted to trees continues to 
increase, less labor will be used to grow crops but more will be used gradually 
for the planting and care of woodlands and in forest industries. 


Future participation to increase 


Information obtained from farm operators interviewed indicates that an addi- 
tional acreage equivalent to about 125 percent of that in the conservation reserve 
in 1957 may be placed in the program in 1958. 

Nearly half of the participants interviewed said they intend to place additional 
land in the conservation reserve program in 1958. They plan to increase their 
total acreages in the program by about 60 percent. Nearly 70 percent of the op- 
erators of large farms said they expect to put additional land in the program as 
compared with only about 30 percent of the small- and medium-sized farms. 
About half of those who intend to put additional land in the program said they 
would intensify production or increase yields on their remaining acreages. About 
10 percent said they expect to do more nonfarm work. 

Nearly 15 percent of the farm operators who do not now have land in the con- 
servation reserve program said they plan to put some cropland in the program 
in 1958. Another 13 percent said they were undecided. Only 10 percent of the 
operators of small farms plan to put land in the program as compared with about 
20 percent of the operators of medium-sized and large farms. 

These intentions were obtained from farm operators during the summer of 1957. 
Plans may change before the spring of 1958 when the period for signing new 
contracts expires. But it seems likely that total acreages in the conservation re- 
serve program will increase greatly in 1958. The program was relatively new in 
1957 and participation can be expected to increase as more farm operators learn 
about the advantages of participating. Much of the additional participation prob- 
ably will be from operators of large farms. However, some operators of small 
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farms who want to retire, reduce the size of their farming operations, or shift to 
nonfarm employment, can be expected to place land in the program also. 


PANHANDLE WHEAT AREA OF TEXAS 


Five counties—Deaf Smith, Floyd, Lipscomb, Moore, and Swisher—were se- 
lected in this area for study. The agriculture of the area has changed greatly 
during the last 30 years. After 1920, large-scale wheat farming replaced cattle 
ranching, although about a third of the land is still in pasture. During the last 
20 years, irrigation from deep wells has become important, and nearly, three- 
fourths of the farmers grow some irrigated crops. Irrigation water is used 
mainly for cotton but it is used also for grain sorghum, wheat, alfalfa, and other 
crops when water is available. However, the underground water supply has been 
reduced throughout the High Plains area, and the recharge rate is inadequate to 
assure continued use of water at a volume as high as in recent years. 

Low rainfall during most of the 1950-56 period caused much crop failure. Live 
stock numbers were reduced as grazing and feed supplies decreased. The acreages 
of wheat and cotton harvested also declined. However, rainfall was relatively 
good throughout the area in 1957 and the total harvested acreage has increased. 

Expansion in the acreage of grain sorghum is a major development since 1955. 
In 1957, many farmers had larger acreages in grain sorghum than in wheat. 

Farms are highly mechanized. They average about 1,200 acres, although sizes 
vary greatly. About 35 percent are operated by owners, about 35 percent by 
tenants, and about 30 percent by owners who operate some rented land in addi- 
tion to the acreages they own. Many farmers operate land at different locations 
with the same set of machinery. Many farm operators live in nearby towns and 
a few farmowners live outside the area. 


Extent of participation 
Large acreages were placed in both the conservation and acreage reserve pro- 
grams. Participation in 1957 for the five counties was as follows: 


Percentage of all farms with— 
Commarvarion feeerves comtemets. =. oc cece 19 
Acreage reserve contracts 43 


— 


Percentage of all cropland placed in— 
Conservation reserve 9 
Acreage reserve 11 


Total in soil bank 20 


These data on percentages of farms with contracts assume that each farm has 
only one contract for land in conservation or acreage reserves. Actually, many 
farmers operate as one farm unit tracts of land at different locations, and some 
of these farmers have more than one contract for land in the conservation or 
acreage reserves. Therefore, the percentage of farm operating units with con- 
tracts in the conservation reserve program is slightly less than the percentages 
indicated above. 

Less than 1 percent of the cropland placed in the conservation reserve was non- 
diversion land. 

About 3 percent of the farm operators put al! their eligible land in the soil 
bank. Land on these farms accounts for about 2 percent of all the cropland in 
the five counties. 

Annual rental payment rates varied from $9 to $12 per acre by counties but 
were uniform within counties. Annual rental payments, together with practice 
payments for establishing permanent cover under the conservation reserve pro- 
gram, were higher per acre than annual payment rates under the acreage reserve 
program for wheatland on some farms. Consequently, some farmers preferred 
to place cropland in the conservation reserve rather than in the acreage reserve. 


Participants compared with nonparticipants 


Altogether, 220 farm operators were interviewed. They include 112 partici- 
pants in the conservation reserve program and 108 nonparticipants. Some farm 
operators have cropland in both the conservation and acreage reserve programs. 
For example, of the 112 participants in the conservation reserve who were inter 
viewed, 65 percent also had land in the acreage reserve. About 40 percent of 
the farm operators interviewed who had no land in the conservation reserve 
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had some land in the acreage reserve. But most of them had fewer acres per 
farm in the acreage reserve than did participants in the conservation reserve. 


TaBLE 5.—Characteristics of farms ani farm operators participating and not par- 
tictpating in the conservation reserve program, Panhandle wheat area of Teras, 
1957 } 


Farmers participating | Farmers not partici- 
| pating 
Item ae 


Dryland 
farms 


Irrigated Dryland | Irrigated 
farms farms | farms 


Farm operators interviewed 43 
Land per farm acres. 1, 666 | 
Cropland per farm wd 976 | 
Real estate value per acre_- ‘ ars 126 | 
Real estate taxes per acre 14 | 18 
Average age of farm operators. -.........-.--.---- years__ 45 51 
Percentage of farm operators who— 
Are tenants 19 21 | 
Are part owners 46 38 | 
Are owners Kates 35 41 | 
Are pari-time farmers 14 10 
Live off the farm__.- F taalemeore end 35 28 | 
Have retirement annuities__-_-.......--..--..do--.--} 7 9 
Have gross farm incomes of $5,000 or more___do_-_-.- 69 52 
Have nonfarm incomes of $2,500 or more___..do ll 16 


| Dp 
| 
| 











1 The survey area includes Deaf Smith, Floyd, Lipscomb, Moore, and Swisher Counties. Data are not 
shown separately for farms with all land in the soil bank, as they account for only about 3 percent of the 
farms in the survey sample. 


,articipation in the conservation reserve program is relatively greater on 
dry land than on irrigated farms. About 60 percent of the farms with land 
in the program in the survey sample are dryland farms (farms with no 
irrigated land) although dryland farms account for only about a fourth of 
all farms in the area. Farms with some irrigated land are called irrigated 
farms in this study, even though in some instances the proportion of cropland 
irrigated may be small. 

Farms with land in the conservation reserve differ from other farms in 
several respects. They average larger in total acreage and have more crop- 
land (table 5). Irrigated farms with land in the program, for example, average 
nearly twice as large as other irrigated farms. Farms with land in the pro- 
gram have more pasture and livestock than do other farms. Real estate values 
and taxes per acre average lower for farms with land in the conservation reserve 
than they do for other farms. Productivity of cropland may average lower 
on farms with land in the program than it does on other farms. Participants 
were mainly farmowners or farmers who operated some rented land in addition 
to the land they owned. However, some land in the program is contained in 
tenant-operated farms. 

There is relatively little difference between participating and nonparticipating 
farm operators with regard to such things as age, retirement status, off-farm 
employment, and income. In general, farm operators with irrigated land 
have higher incomes than do those with only dry land. 


Factors that affect participation 
Farm operators gave several reasons for participating in the conservation 
reserve program. Major reasons were as follows: 


| 
Reason Dryland Irrigated 
farms | farms 


| 
Percent Percent 
To return cropland to grass. .....--.--- ane cemetieeee = 43 37 
Low crop income due to drought ‘ ‘ oa 27 21 
To be assured of some income ibe ited tad ieee hit 12 q 
To improve soil_- 4 12 
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Many farmers are utilizing the conservation reserve program to help get grass 
established so they can expand livestock production when the contract period 
ends. Retirement or movement to nonfarm employment are less important 
reasons for participating in the program in this area than in some others. 

Farmers said that most of the land placed in the conservation reserve was 
about as good or only slightly lower in productivity than other cropland on their 
farms. However, some also said that they put their poorest cropland in the 
program. In a few instances, certain fields were selected because they had 
fences or could not be irrigated. 

Most farmers indicated that annual rental and practice payments were ade- 
quate for cropland not irrigated. In general, they indicated that payments were 
high enough to be attractive for poor land but not for good or irrigated land, 
About 70 percent of the nonparticipants said that rental payments were too low 
to make participation profitable. Others indicated that they did not want to 
sign long-term contracts or that they wanted to use the land for grazing. 

No land that has been irrigated in recent years was put in the conservation 
reserve. 

Information or lack of information about the conservation reserve program 
probably affected participation greatly. Most participants had a fairly good 
understanding of the program, but nearly 60 percent of the nonparticipants 
understood the program poorly or not at all. 


Acreage of grain sorghum reduced by participants 

The total acreage of grain sorghum was less in 1957 than it would have been 
if there had been no conservation reserve program. The acreage of grain 
sorghum grown on dryland farms whose operators participated in the program 
decreased by 62 percent from 1955 to 1957 (table 6). It decreased by 35 percent 
on irrigated farms whose operators participated in the program. But acreages 
of grain sorghum on nonparticipating farms increased slightly. 


TABLE 6.—Acreage per farm in crops and in soil bank program on farms partici pating 
and not participating in the conservation reserve program in 1957, panhanled 
wheat area of Texas, 1955 and 1957 


[Acres] 





Dryland farms | Irrigated farms 


Use of cropland Farmers par- | Farmers not Farmers par- Farmers not 
ticipating | participating ticipating participating 


1955 1957 


| 
1 
| 


1955 | 1957 1955 1957 1955 1957 


| 
| 
| 
| 
| i 
Grain sorghum 38: | 146 236 
‘ 5 245 3: 190 
4 
Other crops 28 
Acreage reserve 161 
Conservation reserve a 276 |- 
Idle or fallow 3 60 


Total cropland 920 | 
| 











The total acreage in wheat also was lower in 1957 than it would have been 
without a conservation reserve program. On dryland farms with land in the 
program, reductions in wheat from 1955 to 1957 averaged 211 acres as compared 
with 161 acres put in the acreage reserve (table 6). The difference of 50 acres 
probably is mainly land put in the conservation reserve. -The reduction. per 
farm of 236 acres of grain sorghum from 1955 to 1957 does not account for all 
of the 276 acres per farm put in the conservation reserve in 1957. 

Farmers said that, if there had been no program, most of the land put in 
the conservation reserve would have ben used to grow crops in 1957. About 70 
percent of the operators of dryland farms and 80 percent of the operators of 
irrigated farms said that the land would have been in crops. The rest said 
that it would have been planted to grass for pasture or left idle. 
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Farmers indicated that with no soil bank program acreages of grain sorghum, 
wheat, and cotton would have differed in 1957 by these percentages: 


{In percent] 





Grain Wheat Cotton 
sorghum 
Participants in conservation reserve: 
Dryland farms. .---- ‘ sds ae 3 -168 +85 
Irrigated farms. _-.---- ts bbe teen betta ckhgeen see! Bc 3 +12 
Nonparticipants in conservation reserve: 
Dryland farms_- oe eit Gee +24 
Irrigated farms__....---- inthe des Je few +87 


The larger acreages of wheat and cotton that would have been grown in 1957 
had there been no soil bank program may be attributed mainly to the acreage 
reserve program, 

The conservation reserve program is likely to have important long-term effects 
on the agriculture of the area. Nearly 75 percent of the operators of dryland 
farms and 60 percent of the operators of irrigated farms said they plan to keep 
land placed in the program in grass after their contracts expire. This could 
help greatly to reduce soil losses caused by wind erosion. Only 7 percent of 
the operators of dryland farms and 23 percent of the operators of irrigated farms 
said they plan to put the land in crops when their contracts expire. Some said 
they would put the land in the conservation reserve again, if possible. About 
15 percent said they had no definite plans. 

Rainfall was above average throughout the area in 1957. As a result, cover 
crops and grass have good possibilities of being established on most of the crop- 
land placed in the conservation reserve. Because of favorable experience in 
1957, more farmers may be encouraged to utilize the conservation reserve pro- 
grain to get permanent cover established on additional land in 1958. 

Thus far, the program has affected the use of buildings or machinery very 
little. Only a few farmowners placed all their eligible land in the soil bank. 
and most of these owners operated their farms with custom-hired machinery and 
labor. The number of hired workers has not changed significantly. 

A few tenants said that the acreage of land available for rent had been re- 
duced as a result of the soil bank program. Usually, contracts for renting in 
this area are for only 1 year and are not written. Farmers indicated that the 
program affected the prices of land or the number of farm real estate trans- 
actions very iittle. 


Participation to increase on dryland farms 


Many farmers had made no definite plans for future participation when inter- 
viewed. However, they indicated that the acreage of cropland in the conserva- 
tion reserve will increase in 1958. 

Nearly a third of the operators of dryland farms who now have some land 
in the conservation reserve said they plan to put additional land in the program 
in 1958. About 15 percent of the operators of dryland farms who have no land 
in the program plan to participate in 1958. 

Participation on irrigated farms may not increase as much as that on dry- 
land farms. However, nearly 20 percent of the operators of irrigated farms 
who are now participating in the conservation reserve program said they plan 
to put additional land in the program. About 10 percent of those who are not 
participating plan to put some land in the conservation reserve. Probably this 
will be land that has not been irrigated. 


NORTH DAKOTA AREAS 


Surveys were made in two areas of South Dakota. Edmunds and Potter 
Counties were selected as representatives of the north-central wheat-cattle sec- 
tion of the State and Lincoln and Union Counties as representatives of the 
southeastern corn-livestock section. 

The Edmunds-Potter area is transitional between the concentrated wheat 
production of Spink and Brown Counties to the east, and the range-livestock 
area west of the Missouri River. Wheat, the major cash crop, is grown on 
the more level and stone-free benchlands. Interspersed are hilly, stony lands 
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suitable only for pasture. Farms average about 850 acres in size. About half 
of the acreage is in crops and half is in pasture used mainly for beef cattle. 
Since 1953, farmers have reduced their acreages of wheat in compliance with 
acreage allotments and have planted the diverted land to oats, flax, and corn. 
Farms are rapidly decreasing in number and increasing in size. Despite this 
adjustment, many farms are still too small. About half the land in farms is 
rented from landlords, many of whom live outside the area. Much of the 
rented land consists not of entire farms but of separate tracts without build- 
ings. Typical leases are for 1 year only, but they are renewable. 

Lineoln and Union Counties are on the western fringe of the Corn Belt, 
Feed grain, fattening of cattle, and raising of hogs are the main enterprises. 
Because most of the corn they produce is fed to livestock on the farm, many 
farmers here, as elsewhere in the Corn Belt, have not found it profitable to 
comply with corn acreage allotments. Those who have complied have planted 
the diverted land to soybeans, oats, and a variety of other crops. Considerable 
land is operated by tenants, usually as whole farms which include buildings 
and other improvements. Less than one in five farmers have both owned 
and rented land. 


Extent of participation 


Participation in soil bank programs was. relatively high in the north-central 
wheat area but lower in the southeastern corn-livestock area. Participation 
may be summarized as follows: 





North-cen- | Southeastern 
tral wheat corn-live- 
area stock area 


Percentage of all farms with— 
Conservation reserve contracts 
Acreage reserve contracts 
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Percentage of all cropland placed in— 
Conservation reserve 
Acreage reserve__._------ 


: 
; 
; 
: 
: 
: 
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: 
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ee 
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Total in soil bank ‘ 
Percentage of cropland on partic sn iting farms in conservation reserve: | 


Lineoln County . wats pone | 53 0 
NS anes coe Gees oun daa eecewebstpEnkeewor = 35.0 
Potter County a iaiibanictes aed Lee eateries ini aka 60 tavws 


Edmunds County----- 





In Lincoln County in the southeastern corn-livestock area, participants as a 
group contracted a high proportion of their cropland in the program. Three- 
fourths of the participants in this county placed between half and three-fourths 
of their cropland in the program. The average for all participants was 53 per- 
cent. In contrast, the participants of Union County, which borders Lincoln 
County on the south, placed only a third of their cropland in the program. The 
degree of participation in the north-central wheat-livestock area was also about 
a third of the cropland per participant. Participation varies widely; it ranges 
from 10 to 85 percent, for all of the counties. A few put all eligible land in the 
soil bank by participating in both the conservation and the acreage reserve. 
Only a few acres of hayland were put in the conservation reserve at the non- 
diversion payment rate. 

Annual rental rates for cropland placed in the conservation reserve averaged 
$7 an acre in the north-central wheat-cattle area and $12 an acre in the south- 
eastern corn-livestock area. The rates were uniform within counties. 


Participants compared with nonparticipants 


Farm survey records were obtained from a total of 92 participants and 100 
nonparticipants in the two areas (table 7). 
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TABLE 7.—Characteristics of farms and farm operators participating and not 
participating in the conservation reserve program, South Dakota areas, 1957 } 


North-central wheat area Southeastern corn-livestock 
area 
Item | 


| 
Farmers Farmers not Farmers Farmers not 
participating | participating| participating| participating 


Farm operators interviewed ..---number- 50 50 | 42 50 
Land per farm é ian hdatespo ctciclf anes , 214 1,070 204 222 
Cropland per farm__- ‘ «ccnelilbe curs 490 564 | 175 186 
Real estate value per acre._............dollars 38 | 34 | 192 215 
Real estate taxes per acre a-~-.Cents. .} 44 | 35 165 176 
Average age of operator. _- = nwce FORTS. 48 | 44 50 46 
Percentage of farm operators who 
Are tenants ‘ ..percent s 28 | 12 54 
Are part-time farmers___- a OS 30 | 8 21 8 

g 

10 





Have nonfarm jobs... - nechtiacer 30 | 0 14 
Live off the farm — Site 22 14 43 
Have retirement annuities_ do 14 12 12 
Have gross farm incomes of $5,000 or more : 

percent 46 56 10 30 
Have nonfarm incomes of $2,500 or more 


percent- 12 | 4 7 12 








Data are for farms in Edmunds and Potter Counties in the north-central wheat area and Lincoln and 
Union Counties in the southeastern corn-livestock area, 


Farms whose operators had land in the conservation reserve averaged about 
the same size and had about the same acreages of cropland as other farms. 

Farm real estate values and real estate taxes per acre averaged slightly higher 
on participating than on nonparticipating farms in the wheat-cattle area. The 
reverse was true in the corn-livestock area. The fact that the differences were 
small indicates that the average quality or productivity of the land on farms 
whose operators participated in the program was about the same as on farms 
with nonparticipating operators. 

Another question that arises is: What quality of land do participating farmers 
put into the conservation reserve? When asked this question, 39 participants 
said it was as good as other land on the farm, 10 said it was higher in quality, 
and 22 said it was lower. 

Farm operators who have land in the conservation reserve also differ in some 
respects from other operators (table 7). On the average, more of them are part- 
time farmers, more of them live off the farm, and more of them receive retire- 
ment annuities. Nevertheless, a majority of the participants in the program 
are full-time farmers who reside on their farms and are not retired. The ages 
of participants averaged slightly higher than those of nonparticipants. 

A smaller percentage of the participants than nonparticipants had gross in- 
comes above $5,000. In the wheat-cattle area, more of the participants than non- 
participants had nonfarm incomes of $2,500 or more. Again the reverse was 
true in the corn-livestock area. 


Factors that affect participation 

Most farmers with land in the conservation reserve gave more than one reason 
for participating in the program. Most of these reasons have an economic con- 
text, in that participation in «he program was more profitable to the farmer in 
his particular circumstances than was nonparticipation. 

Some farmers said they were using the program to improve soil productivity or 
to arrest erosion. Others said they wanted to reduce the size of their operations 
and partially retire. A few who would have rented out their land preferred to 
put it in the conservation reserve. 

Most farmers who were not participating in the program said the rates of 
payment must be higher before participation would be profitable for them. An 
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indication of how much higher can be found in estimates of probable net returns 
from oats, which is an alternative crop available to most farmers in both study 
areas. In the north-central wheat-cattle area, where the annual rental payment 
under conservation reserve averages $7 an acre, the estimated returns from oats, 
based on 1957 prices and 1947-56 average yields, are also $7. In the southeastern 
corn-livestock area, the estimated average returns from oats are $13 an acre, as 
compared with the payment of $12. Thus in both areas, the expected average 
returns from oats are about equal to the program payments. This means that 
the program is relatively more attractive to farmers who have land of less-than- 
average quality. 

Lack of information about the conservation reserve program has been thought 
to be an important reason for some of the nonparticipation. In both areas, 
more than 35 percent of the nonparticipants were found to have little knowledge 
of the program, and a much larger percentage said they had not considered 
whether or not participation would be profitable for them. 


Effects on production small 


Farm production has changed little here as a result of the conservation reserve 
program, as only 4.3 percent of the cropland in the north-central area was placed 
in the program and only 0.9 percent in the southeastern area. The acreage of 
cropland used to grow oats and barley may have been slightly less in 1957 than 
it would have been if there had been no program. Livestock numbers have not 
been influenced by this small reduction in cropland used to grow feed crops. As 
both areas normally ship out feed grains, participation would need to be consid- 
erably higher to influence the total livestock production of the area. 

Some marginal cropland contracted in the program in the wheat-cattle area 
will be likely to remain in grasses after the contracts expire. This is evident 
from the fact that 11 operators in Potter County reported that they would leave 
their conservation reserve land in permanent grass. But a majority of op- 
erators, said they would return their conservation reserve land to crop pro- 
duction after their contracts expired. 

The conservation reserve program thus far has not appreciably influenced 
the use of buildings and machinery or the intensity of farming on farms with 
operators participating. These farmers have continued to use their buildings 
and machinery to operate about as before. Little fertilizer is used in either 
of these study areas, and there was no evidence that farmers increased the 
rates of fertilization or otherwise attempted to increase crop yields on the re 
maining land. Farmers are likely to intensify their operations only as they 
find that it pays, whether or not they particinate in the program. 

Thus far, apparently, the program has affected neither the price of land nor 
the availability of land for rent. Very little rental land has been placed in 
the reserve. None of the farm operators interviewed had bought land specifically 
to put into the program. 


Participation may increase slightly 


At the time of the interview, most farm operators had made no definite plans 
for participation in 1958. However, about 14 percent of the participants said 
they plan to put additional cropland in the conservation reserve in 1958. Five 
percent said they plan to put all of their eligible land in the soil bank. About 
4 percent of the nonparticipants said they plan to put some cropland in the 
conservation reserve. 


COLUMBIA BASIN WHEAT AREA OF OREGON 


The white wheat-producing region of the Pacific Northwest was represented 
in this study by the Columbia Basin area in Oregon, This area includes Gilliam, 
Morrow, Sherman, Umatilla, and Wasco Counties. Specialized wheat farms, 
which are farmed with a grain-fallow crop rotation system, are prevalent in 
the area. The acreage of wheat has decreased by about a third under acreage- 
allotment programs during the last few years. Barley has been grown on the 
diverted acres. Livestock production, primarily beef cattle and sheep, is also 
important in some parts of the area. The numbers of livestock and forage 
production in the area have been stable for many years. Specialized wheat farms 
average about 2,100 acres and specialized livestock farms about 3,400. <A con- 
siderable number of small diversified farms exist in the western and eastern 
counties of the area. Timber is produced on small acreages of land in isolated 
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Extent of participation 

All participants (65) in the conservation reserve program in the Columbia 
Basin area were included in the study reported here. This is a very small 
percentage (1.8) of all farms in the area, and an even smaller percentage (0.6) 
of the total acreage of cropland. 

Participation in the soil bank program in 1957 was as follows: 


Percentage of all farms with— 


Coeereerent TNIV COO a on oo net ecensneabacticn 1.8 
PS TOBE TO! SITIPR COR sion cas Heiner an ass rennin sae aman aaieed 13. 4 


Percentage of all cropland placed in— 


OPP NIT RIN esti ce ccktg ohne teaie etched eateadeaniells .6 
PIRI UI cw este ha his nied wasn tine ee resi ola clanseiogiah acne 4.0 
et A i eee I ae a rye aan i ee ON Papen en ate wee 4.6 


The extent to which individuals participate in the conservation reserve pro- 
gram is also relatively small. About a third of the 65 participants contracted 
5 percent or less of their total cropland. Five-sixths contracted 20 percent or 
less. AS a group, these farmers put 17 percent of their cropland in the con- 
servation reserve program. 

The participation in the acreage reserve of the participants and nonpartici- 
pants in the conservation reserve who were interviewed is of interest also. 
Seventeen percent of the wheat allotment acreage on farms whose operators 
participated in the conservation reserve was displaced by the acreage reserve. 
Ten percent was displaced on the farms of those interviewed who were not 
participating in the conservation reserve. 

Regular annual conservation reserve rental payments for land contracted in 
this area were $12 per acre in 3 of the 5 counties (Wasco, Gilliam, and Morrow). 
The average rental payment was $13 per acre in Sherman County and $14 in 
Umatilla County. 


Participants compared with nonparticipants 


The average size of farms owned or operated was determined for both the 
participants and nonparticipants interviewed. In the Columbia Basin area, 
farms of participants were found to be considerably larger than those of non- 
participants (table 8). Only five participants placed all eligible land in the 
soil bank. These farmers had relatively small farms; they averaged less than 
510 acres with a small proportion of cropland. 


TaBLeE 8.—Characteristics of farms and farm operators participating and not par- 


ticipating tn the conservation reserve program, wheat-fallow area of Oregon, 
1957 } 


Farmers participating | 




















| 
| All eligible land in— | Part of Farmers not 
Item eens gli a A SSS eligible participating 
| land in 
| Conservation) Acreage and | conservation 
reserve | conservation| reserve 
reserves | 
Farm operators interviewed _--------- nur ber -_| 2 | 3 60 65 
I NN tar acres__| 285 | 508 2, 608 1, 794 
Cropland per farm _____--- = en ane ccoth 116 224 | 1, 841 1, 107 
Real estate value per acre of cropland __dollars__| 121 | 89 | 104 160 
Real estate taxes per acre of cropland...cents. | 231 136 104 200 
Average age of operators. __.--.---.----- years. - 66 | 36 | 45 50 
Percentage of farm operators who— 
it RONONNNE eae oe percent__| 0 0 | 15 25 
Are part-time farmers_-_-.-----.------ do..-.| 0} 0) 12 8 
Have nonfarm jobs.....----------- a 100 | 100 | 18 8 
SS gS ee eo 100 67 27 22 
Have retirement annuities___.._.....do_-__| 100 | 0 5 | 2 
Have gross farm incomes of $10,000 or more | | | 
percent . - 0 0 | 74 83 
Have noniarm incomes of $2,500 or more 
percent-- 50 100 | 67 75 
' 











_| Data are for farms in Gilliam, Morrow, Sherman, Umatilla, and Wasco Counties. All farmers par- 
Ucipating in the conservation reserve are included. 
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How does the land in farms of participants compare in quality with land in 
other farms? And how does the land placed in the program compare with other 
land in participating farms? 

To answer the first question, the average normal yield for farms established 
by county and community committees and the average land values, based on 
farmers’ and landowners’ estimates and real estate tax assessments, were used 
as criteria. The resulting evidence indicates that farms of participants were 
generally lower in quality than farms whose operators had no land under con- 
tract. Real estate values and taxes averaged lower for farms with land in the 
program than for farms with no land in the program. The average normal yield 
of wheat set by county and community committees for farms with land in the 
program is about 10 percent below the average set for the county. The average 
normal yield for the farms of nonparticipators is 3 percent above the county 
average. 

To determine the quality of cropland placed in the program compared with the 
remaining land of participants, evaluations were obtained from enumerators, 
farmers surveyed, and local personnel in charge of the program. The results of 
these evaluations indicated that on 11 percent of the farms, land in the conserva- 
tion reserve was well above other land on these farms in quality; on 50 percent 
of the farms, the land contracted was comparable or slightly better than the 
remaining farmland ; while on 39 percent of the farms, the conservation reserve 
land was slightly less productive than the remaining cropland. 

There were fewer tenants among the participating farmers than among non- 
participants. But participants included more part-time farmers, more having 
nonfarm jobs, more living off the farm, and more receiving retirement annuities 
than nonparticipants. 

-articipants averaged a few years younger than nonparticipants. Only those 
few farmers who contracted all of their land in the soil bank program were ap- 
proaching retirement age. These were full owners and were retired or had 
full-time nonfarm jobs. Only one nonparticipant received a retirement annuity, 
whereas five of the participants received retirement annuities. 

Gross income received from farming in the Columbia Basin area is relatively 
high. Nearly 50 percent of both participants and nonparticipants in the area 
receive gross incomes of more than $25,000 a year. Only a slightly larger per- 
eentage of participants than nonparticipants received gross incomes below 
$10,000. 


Factors that affect participation 


The net return from rental payments compared with the net return from crop- 
ping land is apparently the main consideration in a farmer’s decision as to 
whether to place nonallotment land in the conservation reserve. Farmers sur- 
veyed mentioned land productivity, field location, topography, need for conserva- 
tion, and efficient use of labor and machinery, as factors that affect the net re 
turns from the land. Also, the costs of fencing and weed control that arise as 
a result of participation were mentioned as affecting the net returns from the 
program. 

Other considerations that influence farmers to participate in the programs are 
that it helps to reduce surpluses, permits retirement of the operator, and pre 
vides a certain income. However, certainty of income was a minor consideration 
of most participants. Moisture conditions during the last several years, and 
particularly in the fall of 1956, were favorable. This has removed the major har 
ard to crop production in the area. 

Reasons for not participating include the reduction of farm size, restrictions 
imposed by landlords, opposition to Government programs, and the total payment 
limitation of $5,000. The $5,000 limitation has not seriously affected participa- 
tion to date. However, at the current payment rates, in most instances this limit 
will prevent entire farms from being removed from production. 

Does knowledge or lack of knowledge of the conservation reserve program 
affect farmers’ participation? Enumerators observed that about three in five 
participants had a good-to-fair understanding of the program. As a group, the 
nonparticipants appeared to be less informed. Their knowledge was limited 
largely to the rental and practice payment rates of the program. Beyond this, 
nonparticipants apparently had made little effort to inquire as to the advantages 
or disadvantages of the program to them. 

Calculations made for a wheat farm of average size in this area show that 
net income would be reduced by putting land that had been used to grow barley 
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in the conservation reserve. The estimates assume normal crop yields and 
1957 costs and prices. This farm contains an average of 1,200 acres of crop- 
land, grows about 360 acres of wheat and 240 acres of barley each year, and 
has about 600 acres in fallow. If the 240 acres in barley were placed in the 
conservation reserve, the total return to labor, management, and investment 
in land, buildings, and machinery would be reduced by about $1,100, or 8 
percent. Annual rental payments would need to be about $4.60 higher per 
acre before it would be as profitable to put the 240 acres in the program as it 
would be to use them for growing barley. 

Net incomes also would be reduced on smaller farms where land of average 
quality is shifted from barley to the conservation reserve. Costs would not 
be reduced much with less land in crops on these farms. Gross incomes per 
acre from the growing of barley average higher than annual rental payments. 

Estimates for a large wheat fallow farm show that it would be profitable to 
put some land that has been used to grow barley in the conservation reserve. 
For example, a farmer who has 2,400 acres of cropland with 720 acres in wheat, 
480 acres in barley, and 1,200 acres in fallow could increase his total return 
to labor, management, and investment by about $540, or 2 percent, if he put 
400 acres of barley land in the program. Some costs would be reduced and 
labor and machinery on the farm still would be utilized fully. 

These estimates indicate that only in the case of the very large wheat farms 
or those that have land of low productivity is it profitable for farmers to 
participate in the conservation reserve. In instances when farmers want to 
retire or shift to nonfarm employment, participation in both the conservation 
and acreage reserve programs may provide higher returns than would renting 
the land to other farmers. 


Little influence on production thus far 

The immediate effects of the conservation reserve program on agriculture in 
the Columbia Basin area are minor because of the small amount of participa- 
tion. Most of the contracts made during the 1957 season were for a 5-year 
period and provided for a grass cover. Nearly 80 percent of the participants 
said that the land they put in the conservation reserve would have been in 
their regular crop rotation if the program had not been in effect. About 16 
percent said that without the program they would have put contracted land 
into grass or left it idle. Some would have grazed the land that is now re- 
stricted from grazing under the program. To this extent, an expansion of 
livestock production in the area may have been limited slightly. A few con- 
tracts were made for 10 years when cropland was contracted to round out 
timber holdings or windbreaks. 

One factor that is discussed extensively by farmers in this area has to do 
with the acreage of fallow land released from the normal crop-fallow rotation 
as land in crops is banked. Some farmers have contended that the rental 
payment should apply to fallow land released as well as to land removed from 
crops. Under the program in the past, the released fallow land could be left 
idle or seeded to grass and pastured. A change in the 1958 program permits 
the released fallow land to be entered in the conservation reserve program at 
the nondiversion rate. 

At the present level of participation, participants expect to make no changes 
in the use and upkeep of farm buildings and machinery because of the program. 
Part of the labor resource released from crop production thus far has been 
utilized in establishing vegetative cover on the contracted acreage. 

In most instances the land contracted is owned by the farm operator. In the 
few instances of rented land under contract, the rental payment was usually 
divided equally between the renter and the landlord. The landlord’s share in 
most crop rental agreements made in the area is one-third of the crop. Except 
for this change in rental contracts, there is no evidence of significant change in 
landlord-tenant relationships as a result of the conservation reserve program, 

The program appears to be particularly well adapted to help those farmers 
who want to retire. The fact that a few farmers have taken advantage of the 
program for this purpose is evidence that the program is operating in this diree- 
tion. Retiring farmers represent the sole source of whole farm participation 
thus far in the Columbia Basin area. 

Effects on the community could be substantial if participation increased to the 
extent that a large number of whole farm units were placed in the program and 
large numbers of owners and operators then moved out of the area. The cur- 
rent effects of the program on the community are insignificant. Under present 
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eonditions, a slight shift from farm supply and service expenditures to living 
and home expenditures may occur. 


Participation may continue low 


Future plans of farmers regarding participation in the program at the time 
the study reported here was made, were indefinite. For most farmers, it was 
too early in the year to formulate plans. Of the participants, 18, or 30 percent, 
planned to contract additional land in the conservation reserve. Of the non- 
participants interviewed, only two were considering participation. 

Approximately 23 percent of the participants plan to let the trees or grass 
grow permanently after expiration of the contract. They would use the land 
for pasture and increase livestock production. Twenty-six percent would like 
to renew the contract. Some of these participants indicated that in renewing 
they would contract different fields. The largest group of participants (45 
percent) would put the land back into the wheat-summer fallow rotation. 

An increase in rental payments and higher maximum allowance was men- 
tioned by 41 percent of the nonparticipants as main conditions under which 
they would consider contracting some of their land. Permission to graze the 
land contracted and cost-sharing for fencing and weed control were conditions 
mentioned by only a few. A relatively large number of the nonparticipants 
indicated that they cannot agree to a reduction in their farming operations. 








































NUMBER OF FARMERS PARTICIPATING 

Mrs. Anpersen. Are farmers in all States participating? 

Mr. Hamivron. Yes, we have contracts in all 48 States. However 
in a few States we have only a small number. By permitting an in- 
crease in the annual payment rate for the more productive land in 
1959, the participation increased many times in some of the leading 
agricultural States, such as, Illinois, Indiana, Ohio, Iowa, Kentucky, 
Missouri i, and Virginia. 


BENEFIT OF PROGRAM TO FARMER 


Mr. Anprersen. In what way would you say the program is helping 
those particular farmers ? 

Mr. Hamintron. The conservation reserve program aids the person 
having difficulty in agriculture usually associated with a combination 
of factors such as marginal land, hazardous cropping conditions, un- 
economic size of operation, old age, or labor shortage to relocate or es- 
tablish himself in some other more satisfying endeavor. In many 
: instances it is giving additional incentives to current desired trends al- 
ready underway in an area; that is, the reforestation of deteriorated 

lands in the Southeast where the lumber and pulpwood business was 
already expanding; the return to native grass of vast areas of dry land 
devoted to the pr oduction of wheat under wartime needs. 

The conservation reserve program attacks the roots of many aspects 
of the problem causing the present depressed agricultural situation 
in all parts of this country. The shifting of land out of agricultural 
production for periods or from 3 to 10 years leads to the permanent 
conversion of such land to uses for which it is better adapted. 

The extent to which this new method can bring about this con- 
version is directly in proportion to the amount of the incentives avail- 
able and the limitations applied with the offer of them. 

Mr. Anpversen. How much help do you think the program has 
been to farmers in general ? 

Mr. Hamirrton. ‘Any program which will bring about a reduction 
in the agricultural plant at this time is of direct benefit to all farmers 
as well as the total economic welfare of the country. The preserving 
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of the unneeded part of the plant until such time as it is again needed 
by our ever-expanding population is just good commonsense. 


EXTENT OF ACCEPTANCE BY FARMERS 


Mr. AnveRsEN. I understand that you had more land offered this 
last year than you could take. To me, that shows acceptance of the 
program by farmers generally and I wish you would tell the com- 
mittee how you decide whose land will be accepted and whose will 
not, and then give an indication, if you can, how much expansion of 
the program will be needed to meet the demand next year. 

Mr. Hamrirron. Over 20 million acres were offered to us in 1959. 
Of this total we can accept approximately 13 million with the funds 
available. Since the closing date for signup, many States have re- 
yorted a continuing interest on the part of additional farmers. 

Within the funds available contracts were awarded (1) To farmers 
who had all of their eligible land in the acreage reserve and the con- 
servation reserve together, and are now offering to put the acreage 
which was in the acreage reserve into the conservation; (2) contracts 
were offered next to applicants offering land at less than the maximum 
payment rate established for their farms; and (3) next, contracts 
were offered to applicants who offered land at the maximum farm 
payment rate. 

Providing no major changes are made in the program it is reason- 
able to expect that as much land will be offered next year as was of- 
fered for 1959. This is indicated by the large acreage offered this 
year which we were unable to take and the continuing interest ex- 
pressed by other farmers. 


EFFECT OF REMOVING WHOLE FARMS FROM PRODUCTION 


Mr. ANpeRSEN. As you well know, Mr. Chairman, I still feel that 
we have a good fundamental idea in the soil bank. However, I also 
have a fundamental disagreement which I want to take up with these 
gentlemen, if I may. 

That disagreement, Mr. Hamilton, relates to your policy—when I 
say “your,” I mean the Department policy—of trying to take whole 
farms out of production. I know your reasons for that, but I still 
think it is bad policy. It is bad for tenant farmers, it is bad for the 
businessmen who lose family markets, and it is bad for an entire trade 
area in which any appreciable number of farms is retired. In my 
district I have talked personally to quite a few busmessmen, who told 
me of the number of their customers they have lost by whole farms 
going into the soil bank; rural mail carriers have given me their fig- 
ures on patrons lost. Percentagewise, maybe it does not amount to 
too much in any one area, but in my opinion it is a trend in the wrong 
direction. That is why I have, from the beginning, favored a limita- 
tion of perhaps 50 percent on the amount of cropland on any one farm 
that might go into the soil bank. 


LIMITATION ON CROPLAND ENTERING SOIL BANK 


I cannot see where a limitation like that would harm anyone, and it 
would help a lot of people. In the first place, it should put a stop 
to these stories about land speculators buying farms just to put them 
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into the soil bank so they would pay themselves out. If you doa good 
job of relating payment rates, Mr. Hamilton, to land productivity, 
you should get the same amount of crop reduction per dollar as you 
get by taking the whole farm. 

I think here is one place where, inadvertently perhaps, we are work- 
ing at crosspurposes to the fundamental principle this subcommittee 
has striven toward for years, which is to protect the small family- 
sized farm. Here we are more or less encouraging the abandoning of 
‘arms and the elimination of farm families. In some areas it is be- 
ginning to hurt. 

I would like to ask either Mr. Hamilton or one of his superiors just 
what objection there is to a limitation of some nature in this regard. 

Mr. McLatrn. I will comment first. 

Mr. Anpersen. Thank you. 

Mr. McLarn. First of all, I think one of the criticisms that the 
chairman here has leveled at the whole program, while I did not agree 
with the charge 

Mr. Wuirren. I thought the title was all right. 

Mr. McLarn. Anybody who knows anything about these programs 
knows that one of the things that will happen when you only place 
part of a farm in reserve is this. A farmer will give you the poorest 
part of his farm generally and then he will proceed on what he has 
left, which he is able to operate, to do all he can to produce all he can 
on the remaining acres. 

Mr. ANnperRSEN. If you will excuse me, I do not want to get you 
out of your line of thought, but why should such a situation obtain if 
the ASC committee does what it is supposed to do, which is to get good 
average farmland out of that particular farm out of production ¢ 

Mr. McLain. The farmer will first disagree with the requirement 
that he take average land. He will have a thousand reasons why he 
wants to take land that is not average. It will be down on the other 
side of the creek, for instance. 

Mr. Anprrsen. Is there any way to force the ASC committee to 
lease any land from him ¢ 

Mr. McLarn. No. 

Mr. Anpersen. That is the answer. 

Mr. McLarn. If you put it in the terminology that he give average 
land, that is a different concept. 

Mr. AnpDerseN. That is one reason. 

Mr. McLarn. To follow that reason on through, assuming he gave 
us average land—of course, he will not do that unless you force him— 
on the remaining acres he will again do all he can, in our judgment, to 
step up his production by increased use of fertilizer, and if he is in the 
area where he can get supplemental irrigation, he will do that. He 
has cribs and bins to fill. He will try to produce on the remaining 
acres as much as he did before. 

This has been the whole experience of our acreage allotment and 
marketing quota programs. This is just as clear to one who has fol- 
lowed this as A, B,C. 

Mr. Anpersen. Do you have any further reasons along your line 
of thinking ? 

Mr. McLain. The other reason that I have for it is that many of 
these units we are now getting are not very efficient units, the way it 
is. Then you come along with a program that takes, say, 50 percent 
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ef the land away from this fellow who is o ere. it, and he be- 
comes even less efficient rather than more efficient. I do not think 
we ought to set up a program which forces our operators into. that 
position. 

Mr. AnperseNn. Is the purpose of this program to procure more 
efficiency in farming on the part of an individual farmer 

Mr. McLaty. I would put it the other way. 

Mr. Anpersen. I would say that particular reason does not hold 
water. 

Mr. McLain. I do not think we should be accused of creating less 
efficiency, which is what we would be doing. 

Mr. Anversen. Do you have any further reasons? I want to ask 
you one or two more. 

Mr. McLain. All right. 

Mr. ANDERSEN. What is your answer to my suggestion that we limit 
by law to 50 percent at the most any one farm’s ¢ ultivated ac reage that 
could be put into the soil bank? Would that not do away with the 
largest part of this land speculation for the purpose of just. buying 
farms in order to put them into the soil bank ? 

Mr. McLain. I do not believe it would. 

Mr. Anpersen. Why not? 

Mr. McLain. The reason is this. The average fellow, if you let 
him only take a half of his land out would probably try to go across 
the road and buy a farm and take half of that out and put the two to- 
gether. You would get the ultimate result as we currently have it. 

Mr. Wuirren. May I say this. I believe Mr. McLain’s reasoning 
recognizes the human equation and human desires. I tried to indi- 

cate, although not nearly so well as Mr. McLain has, that that exists. 
It is not to indict. human nature, but it is the normal situation and is to 
be expected. 

Mr. AnpversEN. I cannot agree that Mr. McLain is more able than 
you. He isan able man, but you are in the same category. 

Mr. WuirreNn. I appreciate that. I was careful to say that he put 
it in better words. He certainly is equally able if not more so. 

Mr. Anpersen. Mr. McLain, do you agree that it isa good thing for 
our country as a whole to see any farm unnecessarily abandoned 
Do you not agree with me that once that family moves, the next step 
would be the ‘amalgamation of that farm perhaps with a neighboring 
holding ? 

In other words, I have this feeling. Maybe I am right and maybe 
I am wrong, but I would like to have your opinion. “T feel that by 
permitting “the temporary abandonment, not from a farming view- 
point but from the viewpoint of living upon that particular farm, by 
aiding and abetting in that—and the soil bank as it presently oper- 
ates does aid and abet that—in helping folks, for example, retire and 
go into town and rent the entire farm out to the soil bank without 
leaving anybody on there whatsoever, what is your opinion? I think 
we are aiding and abetting the process of the next step, which would 
mean that the adjoining farm would take over this farm eventually, 
first by renting and then by purchase, and thus do away with the fam- 
ily sized farm. What is wrong with my line of thinking there ? 

Mr. McLatn. I think you will find in a lot of these areas this older 
couple you speak of does not leave the farm. A lot of them retire 





right there and they just do not go off and leave the farm and the 
farm buildings. Some do but a good many do not. 

Mr. Anpersen. Let me say this. I was told by one businessman in 
one of my northern counties, I believe it was Pope County, something 
to this effect. I have said this before and I say it again. He said: 

Carl, I am sorry but I can’t agree with you any more. You instigated this 
soil bank and helped to put it into effect. While I can see some good to it, 
nevertheless, here on my oil route out of my village today I have 13 or 14 fewer 
farm customers to call on than I had last year because those farms have no 
families on them. They have been rented to the soil bank. 


He looked at me and said, “You are the cause of it.” 

I tried to explain to him that, after all, I did not have all of the 
power in the Congress of the United States and that this particular 
thing of renting whole farms, I was very violently opposed to it and 
had always been and had never suggested from the start that we per- 
mit more than 50 percent of the land of any one farm to go into the 
soil bank. 

Would you comment on that ? 

Mr. McLarn. I will be glad to because this is—— 

Mr. Anpersen. This is fundamental. 

Mr. McLarn. I presume the oilman was furnishing oil and gasoline 
for use in farm tractors. 

Mr. Anpersen. That is right. 

Mr. McLarty. Would he rather have 10 farms in a township taken 
completely out or would he rather have half of 20 farms taken com- 
pletely out and make twice as many stops in order to deliver the same 
amount of oil and gasoline? That is, assuming that the same amount 
of oil and gasoline is going to be used to run these tractors to cultivate 
these acres. 

Mr. AnpersEN. My answer would have to be that I think he would 
rather see all his customers stay regardless of the reduced quantity. 

Mr. McLary. You get down to this real problem. Ginners, fer- 
tilizer dealers, gasoline station operators, and others do not want any 
reduction made out here. Oil dealers make their profit on the volume 
that they put into these tractors to run them—not on half the land 
but all the farmland. 

Mr. Anpersen. Of course, I agree with you on that. At the same 
time, I represent those gentleman the same as I try to represent my 
actual producing farmers. I must, up to the point I can agree with 
them, try to represent their interests. Here I am trying to suggest 
that we have a compromise in this problem, which is becoming 2 
problem where we have taken a lot of farms out of production. 

Mr. McLarn. I think the real solution is to keep a top limit on 
how much land we will take out of any community, township, or 
county. We already have had regulations in previous programs 
which let our State committee, with guidelines, do this. I am going 
to insist in our new program for 1960 that we go further and put a 
limitation on it because I see this as the real obstacle in trying to 
really do anything about getting land out. 

These people are vocal. They speak with enthusiasm when they 
write to their Congressmen and talk tothem. They talk to them just 
like this fellow talked to you, in terms of “We are not going to vote 
for you any more.” 
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Mr. Wurrren. We understand that. I would like to say this: I 
have listened with a great deal of interest to this discussion. I think 
you gentlemen have made a better case against the soil bank than I 
tried to make. 

Mr. McLarty. It is on the reverse side, though. 

Mr. Wurrren. I can understand Mr. McLain’s insistence on it. 
I do say it points up the only value I see in the present program, 
which is to ease the adjustment period while some small marginal 
farmers move into town. And it promotes the effort to get some 
cash into the hands of farmers under present conditions. In my 
opinion, those are about the only two plausible reasons left. 

It is being used by certain land companies to buy up land at very 
low rates and to get the Government to put up practically all the 
cost of putting it out in trees. At the end of 10 or 15 years the com- 
panies will own the land and a nice stand of trees without much 
expense. That is happening in many sections. That is an ill effect. 

To ease the problem of marginal families and get them into town 
may be good, hut I do not subscribe to that approach. It may be 
that you do not agree with my analysis of the law. But I do think 
that is what we have, judged by the fact that acreage controls in 
existing laws have not worked and that the acreage reserve program 
did not w ork. This did not work well enough for anybody to want 
to keep it, including the President, the Secretary , and the Congress. 

In view of all those things, Mr. McLain has made the only argu- 
ment that remains in my opinion as to the reason for it. I do not 
agree that is good, but a lot of people seem to think it is. 

“Mr. McLarty. I do not want my argument to be misconstrued by 
the very adequate explanation that the chairman gave here. I want 
my argument to indicate that, because it is beginning to pinch people 
who are involved in selling fertilizer, petroleum, and other things 
that go into farm production, we have a direct indication that it is 
taking effect. It is a question of whether we want to have it take 
effect or not. 

Mr. Anpversen. Mr. McLain, I give the folks down in the Depart- 
ment credit for knowing their business, but I do not think any of us 
knows any more about farm problems than do the small town bankers 
back my way, who work on a day-to-day basis with farmers’ money 
problems. They have to know the condition of the local farm econ- 
omy, and they are about as good an authority as you can find any- 
where. 

I am going to read some excerpts from a letter I recently received 
from the president of a bank in my home county, Lincoln County, 
Minn. " and I wish you would comment on his criticisms, which are so 
much in line with my own. This gentleman writes as follows: 

Dear Cart: I have been thinking about writing to you for some time in regard 
to the effect of the farm program on our farmers and feel that I have now con- 
tacted a sufficient number on which to base my conclusions, 

The soil bank program should be changed to limit the acreage per farm. We 
have retired or well-to-do people putting entire farms into the bank and collecting 
Government guaranteed cash rent. This is not for the best interest of farmers, 
especially tenant farmers who are forced to move or quit. 

As for the soil bank program, it has drifted a long way from the original plan 


of each farmer placing a limited number of acres into the reserve and not the 
entire farm. 
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This gentleman is referring at that point to my original concept. 
He further states: 


The land speculator is having the best years of his life and I just can’t see 
why the Government should give him the protection that those dealing in grains 
and securities do not receive. 

I know that there are many different views on the problem and hope that my 
comments will in some way assist you in doing a better job for agriculture as a 
whole. 

Mr. McLarty. We will place our answer in the record, 

(The information requested follows :) 

As indicated, 75 percent of the land offered for 1959 consisted of whole farm 
units when farmers had the choice of offering a part or all of their farms. 
This definitely shows, in general, a farmer’s desire to go completely out of pro- 
duction rather than operate a smaller unit with perhaps the same investinent in 
equipment, buildings, etc. The administrative difficulties are considerably less 
in servicing a contract covering an entire farm and reduces the possibility of 
misunderstanding on the part of the farmer. Where a part of the farm is placed 
under contract, the farmer must clearly understand that there is a definite 
limitation on the acreage which can be devoted to crops on the balance of the 
farm and compliance with such limitation must be checked each year. 

Quite frequently the retirement of a part of the farm leads to less economic 
use of the available equipment and labor resources. 

Mr. Anversen. Thank you, Mr. Chairman. 

Mr. Wuirren. Mr. Horan. 

Mr. Horan. Mr. Chairman, I voted for the soil bank, but I have 
misgivings about its operation now. I do not blame all of it on Mr. 
Benson, because he was not the original author of this idea. At first, 
he was opposed to it, as I understand it, and then he supported it, he 
and the Under Secretary. 

I think we do need some legislation and that is our responsibility on 
this side, not yours. We would like to have your help, of course. 

The record shows that farmers in my area have been rather slow 
to sign up for any of the soil bank out our way. Of course, we have 
the double problem of summer fallow, which does not lend itself too 
well in every direction as far as the retiring of acreages in any way 
is concerned. 

Mr. McLarty. You have not heard any of them say it was too at- 
tractive, have you? 

WHEAT STABILIZATION 


Mr. Horan. No. I have heard complaints along the lines I have 
been listening to this afternoon, but they have come up with a bill 
upon which hearings are being held now. I assume you have been 
asked to write a report on that bill. 

Mr. McLain. That is the domestic parity bill ? 

Mr. Horan. The National Wheat Association; the wheat stabiliza- 
tion measure, I believe it is referred to. Under that they have several 
things including one whicli requires that 20 percent of any given farm 
be put into the soil bank. 

Mr. Bercer. Wheat farm. 

Mr. Horan. Yes, sir; this is a wheat bill. 

Mr. McLarn. Twenty percent of 55 million acres would be about 
11 million acres. 

Mr. Horan. They are required to if they come under this program. 
But, of course, I do not think there are that many million acres in 
what we used to regard as the real commercial wheat-producing areas. 
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One of the major criticisms of any attempt to assure income and 
security for any producer is that it tends to create an incentive to 
produce wheat and other commodities in an area that is not suited 
for that purpose. You would have to find some way of classifying 
wheat by grade. They have come up with this program, which has 
its supporters; it has its critics even among those who support it. It 
has some factors which I think should be attractive to the administra- 
tion if the program can be administered. I wondered if you had any 
comments to make on it at this time ? 

Mr. McLain. We have reported on the bill, Mr. Horan. Of course, 
this bill is a version of the old domestic parity approach, quite differ- 
ent in many ways. It has this gimmick of 20 percent in the con- 
servation reserve tied to it. As I pointed out, that is a potential of 
11 million acres. That has more tied up in that phase of it alone than 
we are talking about here with the $375 million conservation reserve. 
It is not peanuts; it is crackerjacks, chewing gum, and other stuff 
thrown in In size. 

Mr. Horan. So is 1.5 billion bushels of wheat. 

Mr. McLarty. We recognize that, but I bring that up in light of 
the discussion this afternoon ; the reaction to this from many “Mem- 
bers of Congress I think would not be favorable on this one score 
alone. 

As to the other points in it, of course, this administration has al- 
ways resisted and this administration has not been the only one, 
because the domestic parity approach has been vetoed several times. 
The point is that it creates hardship for feed-grain growers, which 
they do not like. 

If you heard the testimony yesterday, I saw a copy of it, by the 
leading farm organization—leading in numbers anyway—they are 
vociferous in their opposition to it. It also encompasses the idea that 
the consumer who uses bread will pay the fee that it takes to do this 
job, which many people call a bread tax. Ido not. They call it a 
bread tax on those least able to pay. 

There are many objections to it, not only from the Department but 
from other people. 

Mr. Horan. I think that is a little false because under the present 
support prices they are paying about as much as they would for 
millable wheat at the mill now as they would under this program. 

Mr. McLary. The only difference, of course, which I am sure you 
are aware of, is that the consumer under any domestic parity ap- 
proach pays for the certificate that goes into giving the farmer, for 
the domestically consumed part, his hundred percent of parity. 

Mr. Wuirren. May I interpose a statement there ? 

Mr. Horan. Sure. 

Mr. Wurrren. It is my view that the records show that you are 
going to have increases in the take of the consumer dollar under 
various laws by those between the producer and the consumer. I 
would not agree that this would come out of the consumer. I would 
say this w ould put the squeeze on those between the farmer and the 
consumer, which group in the last 7 or 8 years has increased its take 
about 20 percent. As it is now under price support, every time these 
folks between the farmer and the consumer increase their take, we go 
back and let it be reflected in reduced raw material prices. 
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I would not agree that the consumer would pay it at all. I would 
say it would put the squeeze on holding that segment between the 
farmer and the consumer under some pressure to minimize its con- 
stantly increasing take. At the retail level they sell for what the 
traffic will bear. 

If a farmer grew and gave away everything he produced, at the 
retail level they would sell for what the traffic ‘would bear. 

Mr. Horan. I do not think it would increase the cost of the actual 
wheat in a loaf of bread. 

Mr. McLarn. This is the fairest way to get at it. The advocates 
indicate it would mean three-quarters of a cent to a cent per loaf of 
bread. The advocates say that. 

Mr. Horan. Assuming that is right, there is less than 3 cents’ worth 
of wheat in a loaf of bread now. 

Mr. McLain. Approximately 214. Percentagewise, this is quite a 
factor. The advocates of it, I think, in their own testimony indicated 
about three-quarters of a cent. 

Mr. Horan. I do not think they are denying that the certificate plan 
would pertain to the edible portion of the wheat, but is it not a fact 
that you are paying price supports on wheat that is not millable to- 
day ? 

Mr. McLarty. We have price supports on any wheat raised which is 
of storable quality that meets grade standards, whether millable or 
not. 

Mr. Horan. Is that not one of the basic things? 

Mr. McLain. We have discounts, as you know, for undesirable 
varieties that are in the category primarily that you are talking about. 
We have market discounts that reflect actual market prices and dif- 
ferentials otherwise. 

Mr. Horan. That is one of the basic programs trying to operate 
in American agriculture now as far as basics are concerned, is it not? 

Mr. McLarty. Let us say wheat is in real trouble. You recognize 
it, as we all do. The only point I want to make here in answer to your 
question is the reaction that we have to this approach. Of course, it 
has been known—and you raised the question, which is why I tried to 
give the answer for the record—there is no use trying to hide behind 
any answer. 

Mr. Anprersen. Will the gentleman yield ? 

Mr. Horan. Yes. 

Mr. Anversen. Mr. McLain, is there in that particular bill to which 
Mr. Horan refers any provision to shove a lot of this cheap wheat 
off as feed ? 

Mr. McLarn. They open the throttle on what goes into feed and 
there is no restriction. 

Mr. ANvERSEN. In other words, it would make our feed-grain situa- 
tion all the worse, would it not ? 

Mr. McLatn. I am surprised you sat here this long without saying 
that. That is exactly right. 

Mr. Horan. It will not bother your position out our way excepting 
that at one time we wanted a good man at the head of the commodity 
office in Portland, and he was opposed violently by Jim McConnell, 
whose friend was one of the big cooperative operators out there. At 
that time he was paying $20 per ton for Minnesota corn being shipped 





yuld 
the 
con- 
the 


the 
tual 


sates 
f of 


orth 


ite a 
ated 


plan 
fact 
e to- 


ch is 
le or 


rable 
bout. 


-dif- 


erate 
not?! 
onze 
your 
‘se, it 
ed to 
s*hind 


vhich 
vheat 


1 and 
situa- 
aying 
pting 
oddity 
nnell, 


>, At 
ipped 


2211 


in to feed his hens and turkeys. I do not blame him for disliking 
that. In addition, he was paying the full support price. That dis- 
location did not make him happy. 

I have watched these dislocations of every sort come and go. At one 
time I had the idea of perhaps having an experimental program of 
domestic parity in my area. But, of course, it does have to be a Fed- 
eral law, applicable to all areas. This farm picture is like quicksand. 
The more you struggle to get out of it the farther you sink in. One 
of these days we are going under. 

I am worried about the position of cotton, I am worried about the 
position of corn, and certainly I am worried about the position of 
wheat. I do want to say something for the folks out my way where 
this domestic parity idea was born, that they are trying to do some- 
thing about it with a program that might or might not work. It is 
being studied by the Congress. 

Mr. McLarn. I am sure that is right and they are very sincere in 
their approach. 

Mr. Horan. I think so. I do not think you are going to have any 
program that is not going to have its reverberations. Certainly some 
of the people who are complaining the loudest out of one side of their 
mouths are those that the present program has bothered, and that is 
the matter of the dislocations of production areas. It is a very serious 
thing. Certainly, they are making the taxpayer pay for that. It has 
not improved the picture. 

I think certainly the word “millable” should be included in any dis- 
cussion of wheat. I attended the International Wheat Agreement 
meeting in London in 1950. The Italian delegate got up and insisted 
that the word “millable” be included in any contractual discussions. 
He was overruled, but I think he had a point. 

I was just wondering what your reaction to this is because I am 
on record right now as saying it is a mess. I do not think it is all 
your fault. I think it is the fault of the Congress and I would like 
to see the Congress rise to the challenge of coming up with at least 
something that can be worked out among the Department, the Farm 
Bureau Federation, the Grange, the National Wheat Growers Asso- 
ciation certainly, and the bill is merely before them in the way it was 
written. It is subject to modification by anyone who has any funda- 
mental idea to present, and it is up to the committee in the final 
analysis to write the bill. 

I look at this budget before us in the whole field of soil conserva- 
tion activities and we are spending pretty close to $800 million. That 
is all we do, administration and everything, $800 million. I am for 
these programs, but I would like to see some headway toward a rea- 
sonable solution instead of getting in deeper all the time. 


TERM OF SOIL BANK CONTRACTS 


Mr. Micuet. Mr. McLain, how long do you envision these 23 mil- 
lion acres will be taken out of production, for how many years? 

Mr. McLatrn. The contracts run from 3 up to 10 years. 

Do you have a breakdown here? 

Mr. Hamriton. We do not know for 1959. 

Mr. McLatn. On that we are not sure but on the others we could 
give you a breakdown. Do you want to give an approximation ? 
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Mr. Hamiton. On the latest figures through 1958 this is the indi- 
cation: Approximately 5 percent for 3- -year contracts; 60 percent for 
5-year contracts; and 35 percent for 10-year contracts. Data for 
1959 contracts will not be available until later in the year. 

Mr. Micuet. In the short experience table that you have, are they 
moving in the direction of longer term contracts or shorter term ? 

Mr. Haminron. That, again, is a question we cannot answer until 
later in the year. 

Mr. McLarty. We can answer it as soon as we get the final tabulation 
on 1959. We do not have it yet, but we will be glad to furnish it. 

What you are interested in is the trend, is it going to a 10-year 
contract or is it staying at a 5? 

Mr. Micue.. Right. 

Mr. McLarn. I think the answer is longer term. That is the gen- 
eral impression we have. We will have to wait until we can get the 
facts to back it up. 

Mr. Bercer. We are encouraging our people to get it as long term 
as possible. 

Mr. Micnez. The Department is ? 

Mr. Bercer. Yes. 

Mr. Micnet. I should certainly think it would be the long-range 
objective of the conservation program. 

I do not really have any further questions except to say that I cer- 

tainly would like to commend you, Mr. McLain, for setting forth the 

Department’s S position as ably and as well as you have here tod: ay, and, 
if I might say, setting the record straight in several instances where 
I think it needs to be straightened. 

Frankly, I make no bones about the fact that I support the Secre- 
tary’s program and you and your position. I think it is right and it 
is sound and it really has never had a full opportunity to operate the 
way it was intended at the very inception, and the reason being, of 
course, that you do not legislate down there. We do up here. 

A good portion of the criticism that you folks have to shoulder 
ought very well be directed right here to the Congress because ever 
since the killing of pigs, Congress has been trying to ) rectify this whole 
farm problem, and the only time we have ever bailed ourselves out of 
it is in time of war. Then, by golly, we failed to face up to our re- 
sponsibility when the war was over, and we now find ourselves in the 
dilemma of having encouraged so darn much production that we do 
not know what to do with it. 

During the time of the 90-percent supports a man I know took a 
flyer and bought a section of land in Colorado. He did that, know- 
ing he was guaranteed 90 percent, and then with the price he could 
buy the grassland, he could plow it up, and then in 1 year he had the 
taxes and everything paid off. 

Frankly, I think a good part of the answer devolves upon the Con- 
gress in facing up to its responsibility and legislating properly in this 
field. I donot think we have done that up to this point. 


COST OF COMPLETING PAYMENTS ON PRESENT CONTRACTS 


Mr. SanranGewo. I have listened somewhat intently to the discus- 
sion here and 'I think that there are some very bad features and good 
features about this. 
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If we were to terminate this program this year, and we did not au- 
thorize these funds for the reserve conservation program, how much 
would be necessary to complete the payments to keep our commit- 
ments and what effect would the termination of this conservation pro- 
gram have on our economy ? 

Mr. McLarn. Mr. Beach can give you the figures as to what it would 

take to finish payments first. 

Mr. Bracu, The figures I have here are estimates through the 1960 
signup. In other w ords, using the total authorization which would 
complete the 1960 program 

It indicates that the total payments, beginning in the fiscal year 
1957, running through 1970, would run approximately $2.5 billion. 
That is on the basis of an estimated 1960 program of $375 million. 

Mr. SANTANGELO. $2.5 billion additional ? 

Mr. Breacu. That would be the total cost of the conservation reserve 
program from the beginning to its end. 

Mr. Sanrance.o. The question I want to ask is: How much of the 
$2.5 billion has been made to date, up to this point? How much would 
be necessary to complete the payments for those contracts which we 
have already entered into? 

Mr. Bracu. I do not have it broken down by contract years. That 
is difficult. 

Mr. SantanceLo. How much would we have to pay to complete our 
commitments for contracts already signed ? 

Could you furnish that ? 

Mr. McLain. Yes, but it would take some time to do that. 

(The information requested follows :) 

It is estimated that 126,515 contracts covering 9,899,066 acres were signed 
under the 1956-58 conservation reserve programs. Total payment obligations 
estimated from 1956 through 1967 for these contracts are $678,896,000, consisting 
of $593,601,779 of rental payments and $85,294,221 of practice payments. 
Through December 31, 1958, $209,914,628 had been paid to producers, leaving an 
unpaid balance of $468 981,372, consisting of $446,330,592 of rental payments and 
$22,650,780 of practice payments. Contracts under the 1959 program are in 
process of being completed. No summary tabulation of contracts is yet available. 


EFFECT OF TERMINATION OF PROGRAM UPON THE ECONOMY 


Mr. Sanrancerto. The second question, which may bea $64 question 
for the people in the cities, is, what effect would the termination of this 
program have upon the economy ? 

Mr. McLain. In answer to your question, most city people and. most 
consumers, would much prefer to see some of our reserve stored in the 
ground until we need it: rather than have it piled up in warehouses and 
pay the cost of it for 5 or 10 years after we have produced it and 
depleted the soil to do it. In other words, I think the time will come— 
beyond the time you and I will be worried about it—when we will be 
happy that many of the steps-to hold in the ground the reserve we need 
was. done, rather than to deplete our soils and, of course, to the extent 
that we went ahead and put this 23 million acres back into crops we 
would be depleting our soils in my judgment. 

[ have talked to many consumer groups and I have talked with 
many consumers and I have yet to find a consumer who is not in full 
sympathy with the approach of this program. He thinks just what I 
have said; It is wiser to keep our reserve in the ground rather than to 
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pile it up here and lose the value of it by storage costs, transportation 
costs, and so forth. 

Mr. Sanrancero. I have supported the program in the past and I 
am not convinced that we are really accomplishing conservation. We 
are just making a lot of people rich for not producing and while I 
support the foreign aid program, I often wonder whether we are not 
being foolhardy in storing our food in these storage bins and not giv- 
ing these commodities to the impoverished countries of the world, 
rather than giving them the dollars which some of the countries are 
using for armaments rather than improving their economies. 

In listening to the discussion today, I have not been convinced that 
we are conserving these good farmlands for future use. I do not 
know whether the Department has made a case. It has not proved it 
tome. I am very sympathetic, however, for two reasons. One, I am 
on the committee and I have supported it in the past; secondly, I think 
we have to support agriculture to prevent a depression. 

However, I have not been convinced. 

Mr. McLarn. Let me answer it this way: Anyone who knows any- 
thing about agriculture knows the stiffer the rotation that you run— 
by “stiffer” I mean the heavier rotation you run—of entire tilled crops, 
the more your land will be depleted unless you take steps to offset that 
with fertilizers and proper rotation of legumes, and so forth. 

One thing that this program does in the areas where land is taken 
out, and particularly with the whole farm concept, is this: on that 
land, if it is taken out for a 5-year term and seeded down, the poten- 
tial production when you go back and plow it up is much greater 
than if you continue to farm it in the 5-year period when you did not 
need the crops off of it. That is as simple as A, B, and C. 

Mr. Sanranceto. That theoretical proposition I understand, but 
the progress of the program and developments indicate that while we 
are trying to cut down production it is nevertheless increasing and our 
bins are being filled to the top. 

Mr. McLarty. My answer to that again is, and no one can put his 
finger on this, I go back to 1958 with the smallest acreage in 40 years 
and the biggest crop we ever raised. I ask anyone who wants to be 
fair what would have happened to the crop production in 1958 if we 
had had 28 million more acres harvested? I think there is only one 
answer. If we have got it running out of our ears now, we would 
have had it running out of the top of our heads. 

Mr. Santance.o. We are giving $360 million this year to this pro- 
gram, which is a program of $2.5 billion. 

T do not know, I am a little disturbed about it and maybe somewhat 
confused. On the one hand we are trying to balance the budget and 
on the other hand we are giving $360 million for something I do not 
see the need for. 

Mr. McLarty. Let me answer it in this way: Going back again to 
1958, we have openend commitments on loans for commodities. The 
crops that would have been harvested in 1958 off of these acres, and 
what would have been harvested in 1959, under the current statutes, 
demand price supports. This is just A, B, and C. We have got to 
give them. 

When we give the price supports which we are in accord with, if 
they are at the proper levels, this incurs obligations the same as if you 
paid rent on the land. 
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The point is that once you get the stuff created here and get it in a 
pile—and we have ample evidence of it and we have it all over the 
place—what are we going to do with it without some added loss? 
We ought to export all that we can and do all that we can in that 
area, but the more you pile up, the more the total cost to the taxpayer 
is going to be. If the weather keeps on average, we have not seen 
anything compared with what we are going to see. 

Mr. Wuirren. I just want to say that Mr. McLain’s statement is 
predicated upon his belief that he has taken out productive land and 
reduced real production. 

Mr. McLarn. This I sincerely believe. 

Mr. Wuirten. I take the other view, based on my own studies here 
and elsewhere, that the lands taken out are primarily submarginal 
and marginal and you have not taken out any real production at all. 
I think the production figures for these years—granted good weather 
has contributed to it—show that we have not really made a dent in 
taking out real production. 

I would like to interject that the figures that were given to you 
about the $2.5 billion are under existing law. That law expires in 
1959, does it not ? 

Mr. McLarn. It runs through 1960. 

Mr. Wuirren. Did the President recommend this be extended 3 
more year's ¢ 

Mr. McLarty. That would be 3. 

Mr. Wuirren. That would mean another $2.5 billion, if you follow 
the same rates roughly ? 

Mr. Breacu. The $2.5 billion covered the 1956-60 programs. 

Mr. Wuirrten. If you gave them 3 more years, it would be about 
two-thirds of that amount ? 

Mr. Beacu. Yes. 

Mr. Wuirren. It woud also mean that you can enter into contracts 
for 15 years and we would be stuck with this program for that period 
of time, whatever else happened. Also, if the President went along 
with the 3-year extension, we would be stuck with these contracts 
through 1975, regardless of what other circumstances might arise and 
whatever other situation might face the Government. 

Mr. Bracn. Sir, these contracts are based upon 10 years. We ran 
the payment projection through 1970. Our assumption was that there 
would be no longer contracts. 

Mr. Wuitren. You have some at 15 years? 

Mr. Bracnu. No. 

Mr. Wuirten. They are authorized by the law? 

Mr. Hamiuron. Some of the tree contracts may be extended be- 
yond the 10-year period until we get the trees available to plant. 
We have only a few of those and that is the only exception to the 
10-year contract. 

Mr. Wuirren. You still do not have a flat 10-year limit? You 
still have open-end ones for 15 years ? 

Mr. McLarn. No; just to the point where we get the seedlings 
on the land. 

Mr. Wuirren. It takes 5 years for you to get the seedlings and you 
give them 10 years ? 

Mr. Hamiuron. Most of the trees will be planted this year. 
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Mr. Horan. Could we have Mr. Swingler comment, if he is willing 
to, on the Forest Service’s experience ? 

(Mr. Swingler’s comments appear later. ) 

Mr. Santancexo. I yield to Mr. Michel. 

Mr. Micuex. Addressing myself right to that point and the chair- 
man’s observation that these are not productive acres, is it not a 
requirement that they be productive acres ? 

Mr. McLarn. Yes. 

Mr. Micne.. Now, again to your point, Mr. Santangelo— 

Mr. Wuirren. May T interrupt you to correct your statement? I 
raised the question that we were not taking out production. It is 
my opinion, from the study, that we were t: aking out little real pro- 
duction, although any land would produce something. 

Mr. Micue.. Lesser productive acres ? 

Mr. Wuirren. But the farmer has produced just as much on the 
remaining land and would not have planted this land anyway. It 
is production I am talking about, not productivity. 

Mr. Micuet. My point is that during these previous years when 
we were pegging prices up and encouraging marginal and submarginal 
land to be put into production, that what this program in a sense is 
doing is taking out those acres and getting back again to the original 
commercial wheat area, and the commercial corn area. 

Mr. Wurrren. I was not differing with the gentleman’s statement. 

You had reference to the chairman’s statement about taking out 
productive land. I do not say that the land would not produce. I 
said that in my opinion, from the record, we did not insist on taking 
out production. 

Mr. Santancero. Mr. Chairman, the question I asked of the As- 
sistant Secretary was, what effect would it have on the economy. I 
think the answer was as to what effect it would have on the soil. 

Mr. McLarn. That is only part of it. I had not had the opportunity 
to finish the answer to the question. 

The effect on the economy, to the agricultural economy—this is 
what your question relates to ? 

Mr. SantTancGevo. Correct, overall. 

Mr. McLatrn. I think it is demonstrated by the fact that again the 
principal farm organizations have endorsed this program and they 
are still endorsing it. This is the best evidence I know of that they 
think it is good for the farmers. I do not think they would be doing 
that if they did not think it would be good for the farmers. 

Mr. Sanranceno. That is a negative answer to the question. You 
cannot tell whether it would be beneficial or the extent of the benefit? 

Mr. McLarty. I think it would be. That is my answer. 

My point is that, knowing farm organizations the way I do, I think 
they sincerely think it would be beneficial to farmers or they would 
not be for it. Some of them are very vigorous about it. 

Mr. Sanrancero. No further questions. 


FIFTY-FIVE MILLION DOLLAR RESERVE 


Mr. Wurrren. I notice you have a reserve of $55 million shown 
for 1959. 

What is that reserve for? Is that what you mentioned earlier 
about holding back enough to pay future contracts? 
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Mr. Breacu. No, sir. This is a reserve of $55 million of the funds 
made available to the Department of Agriculture for expenditure 
in fiscal year 1959 to carry out the authorizations previously granted. 
It comes about as a result of reducing the estimated amount required 
for practice payments before June 30, 1959, considerably under the 
original estimate. We are not sure at the present time whether the 
full $55 million will stay in reserve. It may be necessary to withdraw 
part of the reserve before the end of the fiscal year, but we do not know, 
until weather conditions in the latter part of the year indicate how 
much of the conservation practices can actually be accomplished. 

Mr. Grant. Mr. Chairman, before we leave that point, I should 
make this further comment. Of the $55 million, approximately $28 
million has been recommended for transfer to other appropriations in 
the Department for pay act and postage costs in 1959. It is included 
in the pending supplemental in lieu of supplemental appropriations. 
The only amount remaining that could be released later for conserva- 
tion reserve purposes is about $27 million. 

Mr. Wurrren. Do you have the authority to carry that over into 
the coming year or would that lapse at the beginning of the next 
fiscal year ? 

Mr. Grant. The way the appropriation is made now, it is an an- 
nual appropriation and would expire as of June 30, 1959. However, 
based on the statement that Mr. McLain read earlier, since the total 
unpaid contractual obligations will far exceed any balances which 
might develop, it is proposed to consider and report such balances 
as obligated effective with the fiscal year 1959. 
INCREASE IN OPERATING EXPENSES 
Mr. Wurrren. What is the reason for increasing the operating ex- 
penses about $3.6 million ? 

Mr. Bracu. The increase in the operating expenses is broken down 
this way : For the Commodity Stabilization Service National and State 
oflices’ operating expenses, the increase requested is $410,883; that is 
primarily to increase the supervision and direction of the county 
offices and most of it is in the ASC State offices. 

The ASC county office expense would increase $2,335,000, of which 
$1,085,000 is for the 10 percent pay increase and a portion of that in- 
crease applies to this appropriation. 

The remainder of approximately $1.2 million is related directly 
to the continuing increase in the workload of this program as the 
years go by. Each year you have a new set of contracts to administer, 
we have to visit each of the farms to be sure that the contract provisions 
for all old contracts are being lived up to and we have to visit each 
one of the farms which make application for a new contract to see 
whether the land is eligible and what is eligible. There is considerable 
work on reconstitution of farms through sales and other changes in 
ownership. 

This is our best estimate of the amount required to carry out that 
increased workload. In terms of man-years, it amounts to 288 man- 
years for all of the counties in the United States. 

There are increases also for other agencies of the Department 
amounting to $275,926. 
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Mr. Wuirren. What are those other agencies and how much do 
they get? 

Mr. Bracu. The agencies are the Agricultural Conservation Pro- 
gram Service which has a decrease, as mentioned earlier, of $7,224, 
the Forest Service with an increase of $101,650, the Soil Conservation 
with an increase of $116,500, and the General Counsel with an increase 
of $65,000. 

In the cases of the Forest Service and the Soil Conservation Sery- 
ice, those folks are here and they could speak to that matter. 


RELATION OF RENTAL PAYMENTS TO LAND VALUE 


Mr. Wurrren. We will get to them in a minute. At the moment, 
I would like to discuss another point. Last year we wrote the fol- 
lowing language in the appropriation bill, and the bill itself carried 
that language, and I quote: 


That hereafter no conservation reserve contract shall be entered into which 
provides for, (1) payments for conservation practices in excess of the average 
rate for comparable practices under the agricultural conservation program ; or 
(2) annual rental payments in excess of 20 percent of the value of the land 
placed under contract, such value to be determined without regard to physical 
improvements thereon, or geographic location thereof. In determining the 
value of the land for this purpose, the county committee shall take into con- 
sideration the estimate of the landowner or operator as to the value of such 
land, as well as his certificate as to the production history and productivity 
of such land. 


In our investigator’s report it appears that at the local level, where 
apparently all of the enforcement. is takin place, they took it to 


mean that this was meant increase rates. Certainly, the Department 
could not take that to be true, because we have had all of these in- 
vestigation reports of the prior 2 years here, plus the language in 
our report which I wish Mr. Marshall would read to you. 
Mr. Marswat. This is the language which appeared in our report: 


In order to put this program on a more sound basis, and in order to keep it 
in line with other conservation programs of the Department, the committee has 
included language in the bill which would limit the rate of payment in any 
one year to 20 percent of the value of the land, would prohibit payments to 
participants who illegaliy divided their land to increase their payments. The 
proposed language will also make the Federal share of payments for conser- 
vation practices comparable to rates established for the agricultural conserva- 
tion program. 

Mr. Wuirren. I wanted to ask you what you have done at the na- 
tional level to enforce that? 

Mr. Hamitton. First of all, the 20 percent provision. 

When the application by the farmer is signed, which is filled out in 
applying for a contract, we inserted in that, lifted directly from the 
law, a sentence which provides that: “No conservation reserve con- 
tract shall be entered into which provides for annual rental payments 
in excess of 20 percent of the value of the land placed under contract 
and such value to be determined without regard to physical improve- 
ments thereon or geographical location thereof.” That was in the 
explanation part of the application. Then, when we asked the farmer 
to furnish this basic information in making his application for a con- 
tract, at that point he had to sign, and one of the statements in that 
basic provision was that he estimated that the average agricultural 

value per acre of all eligible cropland on this farm, disregarding 
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physical improvements and geographical location, was thus and so 
per acre, and he had to insert the figure. That became a ceiling to 
which the 20 percent limitation was applied. 

Mr. Wuirren. You know that, if that is all you did, the farmer 
would sign that. 

Mr. Haminron. That is just the first part, to comply with the part 
of the law that I gave you. 

The farmer was to furnish us with the information and give us his 
value. The next step was that the county committee was required to 
place a value on the farm, taking into account our instructions to the 
county committee outlining the basic provision of the law which 
indicated to them that it could not exceed the 20 percent limitation 
of the agricultural value per acre which they placed on the land 
offered for contract. No contract was written without getting first 
the farmer’s estimate of the agricultural value per acre and the county 
committee, also, appraising the agricultural value per acre. This has 
to be determined on the local level because we cannot make an in- 
dividual appraisal, obviously, from the Washington level. 

Mr. Wurrren. I have been surprised that there have not been 
some spot checks to match those findings against land records, assess- 
ment rolls, land transfers, deeds—particularly in view of the fact 
that the committee complained, and the Congress affirmed, that the 
rates were too high for the production that you were reducing. 

Has there been any check to see if this system you have is coming 
up with the “real McCoy,” or whether land values are considerably 
different from this kind of a showing? Have you done any of that? 

Mr. Haminron. That is a judgment proposition. If you ask two 
people the value of a given piece of land, disregarding the value of 
the buildings and so forth, you probably would get two different 
answers. 

We have not, as far as making individual checks on the—— 

Mr. Wuirren. Mr. Hamilton, I think that we made the mistake 
on this committee because our purpose was to scale down. I do think 
by sending this out, where we told them to check with the farmers 
and this, that, and the other, is being used to justify increases against 
our intent, I assure you; but it has had that effect. 

Mr. Hamirron. We did make a survey through our State commit- 
tees that would have a bearing on this. That was on the kind of land 
we were getting in the program. These were the folks in the State 
offices who were administering the program very closely and the 
indication we got from that survey is that the great majority of the 
land is average land for the States from which the participation is 
coming, or average for the areas within the States from which we are 
getting them. The survey is summarized as follows: 

Report BY ASC STATE COMMITTEES 
(a) Productivity of 1959 offered land compared with State average: 
1. 18 State committees report: Below State average. 
2. 30 State committees report: Equal to State average. 
3. 4 State committees report: Above State average. 
(b) Productivity of 1959 offered land compared to 1956-58 land in reserve: 
1. O State committees report: Below previous years. 
2. 1State committee reports : Equal to previous years. 
3. 45 State committees report: Above previous years. 
4. 1 State had no participation in previous years. 
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Mr. Wurrren. I am not complaining that the farmers are gettin 
some cash without working, because many of them need it. But 
think it is against their interests in the long run and I think it is 
being used against the whole farm program. I repeat again, I do not 
think we are getting the reduction in the production that would be 
required if this ever worked. 


ACREAGE DEVOTED TO TREE PLANTING 


I would like to ask one other question, perhaps of Mr. Swingler. 
Mr. Horan was interested in this, too. Could we have a statement 
in the record as to how much of this land has gone into trees and 
how many of these contracts have been approved during the period 
that the conservation reserve has been in existence? Could we have 
it by States? 

Then I would like to know, if I could, how many of these contracts 
have been on lands that have changed hands during the 3 years we 
have had the program ¢ 

(The available part of the information requested follows :) 


1956-58 conservation reserve program tree practice (A-—7 forestry and A-8 
erosion) 
Acres 
Alabama Nevada 
Arizona New Hampshire 
DN i aie eee 54, 842 | New Jersey 
California 93 | New Mexico 
Colorado 206 | New York 
Connecticut 80 
Delaware 289 
Florida 78, 912 
Georgia 29, 15%) 
Idaho 666 | Oregon 
Ris cnctsh cehnanadenaiiaiiodbese 1, 565 | Pennsylvania 
Indiana 1, 130 | Rhode Island 
Iowa 1, 673 
Ns on A ee tal 245 
Kentucky 2, 041 
Louisiana 57, 516 
12, 434 
Maryland 2, 054 
Massachusetts 251 | Virginia 
22, 029 | Washington 
21,576 | West Virginia 
Mississippi 33, 306 | Wisconsin 
Missouri 1, 384 | Wyoming 
Montana 113 Total, United States_ 1, 075, 556 
Nebraska 458 


There are no statistics available which would reflect the number of contracts 
for tree practices by State, since a particular contract may cover more than one 
kind of practice. Records do show that in the 1956 calendar year a total of 1,328 
farms planted 40,105 acres of trees, and in calendar year 1957, 9,367 farms planted 
250,271 acres of trees. There is no information available as to the number of 
contracts on land which changed hands during the 3 years of the programs. 


Mr. Swrneter. We in the Forest Service can give you the first 
information, Mr. Whitten. We cannot give you the second. 

Mr. Wuirren. Give us what you have. 

Mr. Swinecter. We can dothat. The overall picture is as of the first 
of the year there was 1,075,556 acres signed up for trees. The estimate 
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for 1959 is another million acres. In answer to Mr. Horan, we have 

sufficient nursery facilities. This year we produced about 500 million 

trees for the conservation reserve. In another year that will be up to 
00 million. 

; Mr. Wurrren. What is the average rate of payment for that land 

that is going into forestry ? ; 

Mr. Swrneter. Up through 1958 it has been about $10. 

Mr. Wuirren. $10 per acre? 

Mr. Swineter. No. The national average is $8.87. Whether it has 
been broken out for tree planting, I do not know. We have a reason 
to believe that it will average considerably less per acre for land 
planted to trees. 

Mr. Wuirren. All of that is ona 10-year contract ? 

Mr. Swrneter. Allof that is ona 10-year contract, with a few excep- 
tions, which may run 11, and in a few cases 12 years, where we had no 
trees available. : 

According to our present plans, all land signed up to 1960 will be 
planted in 1962. 

Mr. Wuirren. What does the Government pay toward tthe cost of 
putting in these trees, what percentage ¢ 

Mr. Swinater. The first year we paid 80 percent. This past year 
we followed the ACP payments in individual States. 

Mr. Wurrren. Could anybody give us that information ? 

Mr. Swineter. It varies, State by State. 

Mr. Wuirren. Could you supply it for the record if you do not 
have it here? 

Mr. Rircum. We can. On trees, the ACP rates quite generally are 
about 80 percent; on the plantings of grasses and legumes, ACP rates 
were about 50 percent, and stayed about that. There hasn’t been much 
drop in the tree-planting rate for the soil bank. 

Mr. Wuirten. What limit is there in the amount of rentals you pay 
where they put itintotrees? Is that the $5,000 limit ? ; 

Mr. McLain. Yes. We have a $5,000 limit. 

Mr. Wuirtten. $5,000 per year ¢ 

Mr. McLatn. Yes. 

Mr. WuirreN. That is on land rentals. That does not include what 
you pay for putting the trees in ? 

Mr, McLarn. That is right. 

Mr. Wurrren. It means at $10 an acre, you could rent 500 acres. 
Then in addition to that you could, up until this year, pay 80 percent 
of the cost of putting the trees in ? 

Mr. Swrnater. That is right. 

Mr. Wuirren. It means any company could put in 500 acres at 
$100 an acre, paid over a 10-year period. 

What regulations do you have as to different stockholders in the 
same company? Do you check back to see who they are? 

Mr. Hamiron. We prohibit a major stockholder in a company from 
etting a contract if the company has a contract up to the $5,000 limit. 
n other words, the major stockholder and the corporation cannot 

exceed the combination. 

Mr. Wurrren, You have a million acres. How many contractors 
are there? How many people are the beneficiaries of the program 
under your phase of it ? 
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Mr. Swincter. I would need to go back to CSS records. 

Mr. McLatn. We have it here. 

Mr. Wurtren. Could you give us an approximation and put the 
correct figure in the record ? 

Mr. Hamitron. How many people are getting payment under the 
program ? 

Mr. Wurrren. I had reference to this tree planting program. Give 
us an approximation and put the correct figure in. 

Mr. Bracu. In the calendar year 1957 there were 9,367 farms that 
participated in planting trees or shrubs. There were 250,271 acres 
involved. The average practice rate per unit was $10.54. Of the total 
acres placed in the 1956-58 conservation reserve program, farmers 
selected the tree practice for 1,075,556 acres. By the end of 1958, 
683,624 acres had been planted at an average cost share per acre of 
$10.68. Of the 683,624 acres planted, 40,105 acres were planted during 
1956; 250,271 acres during 1957 and 393,248 acres during 1958. 

Mr. Wuitren. How does that compare now with the ACP program 
so far as participation and the amounts on the average that you pay! 

Mr. Rrrcute. I can look that up. 

Mr. Wuirren. You can supply that for the record. I know the 
approximate figures. 

(The information requested follows :) 

Under the 1957 ACP, 35,771 farms participated in planting: trees or shrubs. 
There were 282,945 acres planted at an average cost-share rate of $10.61 an acre. 

Mr. Wurrren. In connection with this limitation on any of these 
programs, particularly where it has bought and put in trees for that 
period of time, has the Department looked to see what the taxes on 
that land were? Could we have some figures on the average tax paid 
on these lands that have gone into that program ? 

Mr. Hamitton. We told our county committees, of course, in plac- 
ing the value on this land, which was required this year, to take into 
consideration all factors that might give indication as to the value of 
the land. 

I would assume that taxes might be one of the factors. Of course, 
the taxes vary very greatly between States and between areas. 

(The following sddtdemal information was supplied for the record:) 

(An extensive study was made of real estate values and taxes as well as other 
factors on participating farms. These findings are all shown in the summary 
of this survey reported in Agricultural Information Bulletin No. 185, a copy of 
which is printed on p. 2175.) 

Mr. Micuet. Mr. Chairman. 

Mr. Wutrren. I yield. 

Mr. Micnex. Do you have a figure of the average cost of the land 
on which these trees are grown? Iam thinking now in terms of get- 
ting $100 rent over 10 years. It may very well be land that is worth 
only $50 an acre. 

Mr. Hamixron. I would like to point out that is a very difficult 
figure to get, because on the same farm, we may have several forms of 
cover used. ‘Trees may be only part of it, and maybe the man has 10 
acres iiftrees and the balance is in grass. Rarely do you see the entire 
farm planted to trees. In some cases it may be, but it is rather un- 
usual. In many cases the trees were planted on the land getting the 
low nondiversion rate. ' 
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VIOLATION OF CONTRACT 


Mr. Wuirren. Section (i) reads as follows: 


In the event that the Secretary determines that there has been a violation of 
the contract at any stage during the time such producer has control of the farm 
and that such violation is of such a substantial nature as to warrant termina- 
tion of the contract, to forfeit all rights to payments or grants under this con- 
tract, and to refund to the United States all payments and grants received by 
him thereunder: Provided, however, That the provisions of section 107(d) shall 
apply to the termination of any contract hereunder. 

He has the right to reopen it if the contract itself was based on 
any misrepresentation. 

That is what I was disturbed about when I read that the Comp- 
troller General said that you are paying out $800,000 in Texas. It 
may well be because of a mistake you made. When I say “you,” I 
mean the Department. No action has been taken to rectify it. We 
will continue to pay out on it. It is not the specific cases that we 
happen to run into through our investigations that we are limiting 
ourselves to. We cannot help but feel that they are to a degree repre- 
sentative. But when we do not see any action by the Department on 
any of it, you can appreciate our feelings. 

Mr. McLarty. Again, Mr. Whitten, Mr. Berger has tried to tell 
you two or three times that we do have a system of internal audit. 
Do you want to comment further on this matter, because I think this 
follows up just what you are suggesting here? 

Mr. Brrcer. These auditors today are working directly under Mr. 
Harrill, the head of our Internal Audit Division. They report directly 
tome as the Administrator. 

They are making county checks, in the county offices. They do not 
get to make quite a hundred percent of them every year, but they are 
running fairly high at the present time. They go in the county office, 
and they will spot check contracts under the conservation reserve pro- 
gram. Ido not mean they will go into all of them, but they will check 
enough of them, and they will actually go out and make a survey and 
see if they feel that county office, that county committee, has done a 
fair and reasonable job on it, or whether they have gone clear off 
base on it. 

Mr. Wuirren. I am familiar with that, but I do not know of any- 
thing in prior testimony, or in your testimony here today, that would 
cause that internal audit staff to go behind the finding of the local 
committee as to land values, or as to reasonable rentals for the con- 
servation reserve. 

_ Mr. Bererr. I think you would be surprised how those auditors go 
into that sort of thing. 


INVESTIGATION BY INTERNAL AUDIT OF LOCAL TAX ROLL 


Mr. Wuirren. I am willing to be surprised. I would like for you 
to send up here some of the reports. Doubtless they report to some- 
body. Let us see some of the reports. I would like to see the ones 
that you have now where the internal audit group has said whether 
the land rentals are reasonable or not, or that show any information 
with regard to any consideration given to when the land last was trans- 
ferred, or any assessment roll value, or any tax value. 































With ewrew: ss 





















2224 


I want you to deliver some of those to the committee, and we can 
see what they do. 

Mr. Wickuam. My name is Wickham, Mr. Chairman. 

In trying to give guidance to the county committees and trying 
to make this audit system that Mr. Berger has been talking about 
work, we try to give guidance in our instructions not only to county 
committees in setting those rates, but to the auditors in making their 
investigations. We considered the problem you are talking about, 
We examined the possibility of having tax records looked into. We 
had a scientific survey made by the Agricultural Research Service, as 
a matter of fact, to get some guidance as to what we should do. We 
found that the assessment rolls were practically valueless because of 
the variation in the manner in which assessments were made. Some 
places only represented a small percentage of the land value and some 
places a much higher percentage. 

Then when you tried to read the buildings off the land, as the law 
required, the assessments meant nothing. Assessments include the 
value of the land plus the improvements. 

Mr. Wuirren. To exclude the buildings means to reduce the value. 
It certainly could not be taken to increase it. 

Mr. WicxnaAm. That is correct. 

Mr. Wuirren. That provision said you should consider those things, 
on its face meaning to hold it down and not to increase it. 

Mr. Wickxuam. That is right. What we did in guidance we said, 
“You take a look at the tax record, but it is not infallible.” It isa 
guide for them. 

Mr. Wurrren. I still want the records that you had from your in- 
ternal audit staff in which they gave you any information on tax 
assessment, on consideration paid for the land, or on the amount of 
taxes they paid. I do not want it from here on out. I want it up to 
now. 

Mr. Wickxnam. What we finally got in the audit report you are 
talking about, in the auditors’ opinion, was this county committee— 
and let me tell you they disagree with the county committees quite 
frequently in this audit report; in their judgment the county commit- 
tee exercised good judgment in arriving at a fair value for land. 

Mr. Wuirren. That is what you call an audit. You ought to 
send a land appraiser. 

Mr. Wickuam. We asked them to take a look at some farms and 
spot check them. 

Mr. Wuirren. What you are telling me is you don’t have it. Is 
that not right? 

Mr. Wickuam. No. I disagree. 

Mr. Wuirren. What I asked for, you do not have. 

Mr. Wickuam. I think they did take them. 

Mr. Wurrren. I asked you to deliver to the committee any reports 
of your auditing staff, which works out of Washington, that show 
any information on any piece of land, the consideration paid for 
it, the taxes or the assessment. Do you have it? 

Mr. Micuer. How many are in the auditing staff here in Wash- 
ington ? * 

Mr. Bercrr. Mr. Chairman, of course, I can see from his description 
here that maybe we have not put as much emphasis on the assessment 
valuations and on the taxes on the Jand as you have been asking for. 
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I am taking it for granted from what he has said that possibly they 
have run into quite definite problems in that Gartionlae field and 
maybe our auditors have not stressed that quite as much. 

Mr. Wurtrren. So you just ignore it. I am not saying it should be 
inclusive. 

Mr. McLatn. Let’s not say “ignore it.” Let’s put in the record 
what you asked for. That is what we will do. 

(The information requested follows:) 


Som BANK CONSERVATION RESERVE ACTIVITIES AS AUDITED BY CSS INTERNAL 
AvupIt DIVISION 


The soil bank conservation reserve program is audited on a test check basis. 
However, auditors are required to include in the sample tested, transactions 
involving large dollar amounts, those where committeemen are involved, those 
where a scheme or device may have been adopted to exceed the maximum pay- 
ment limitation, and those where the eligibility of the producer or the farm may 
be questionable. Based on the findings, the sample may be extended to include 
all such questionable cases. Although the conservation reserve contracts audited 
are Selected on a test check basis, the review of the individual contract encom- 
passes all the requirements of both the regulations and instructions. The in- 
ternal audit conservation reserve audit program required the auditor to deter- 
mine whether the county committee had considered variations in value and 
productivity of land in establishing annual payment rates. The judgment of 
the county committees is questioned by the auditor where it is apparent that 
the committee has not considered all the pertinent facts. 

Cases which cannot be satisfactorily resolved at the county level are covered 
at the State office. Where agreement cannot be reached at the State level, cases 
are referred to Washington offices and to the Office of General Counsel for 
final determinations, 

In addition to reviewing the office records, field visits are made to observe 
compliance on the farm. 

In order to furnish the information requested by Mr. Whitten regarding audit 
of the methods used by county committees in establishing soil bank conserva- 
tion reserve contract payment rates it will be necessary for the Internal Audit 
Division to obtain the data from its four field offices, as most audit working 
papers are on file in those offices. 


Mr. Wuirten. I do not think that in itself should be conclusive 
but where you have it, it is entirely up to the man’s statement and up 
to the local committee. Naturally, with the pressures that exist in 
the human equation, these are factors that exist. 

Now when a man wants to put it in forestry and he gets a hundred 
dollars an acre paid over 10 years and 80 percent of the cost of putting 
the trees in, definitely the amount of taxes he pays would be an indi- 
cation of how good a deal he might have made and whether it is 
sound for the Government to continue such a program. 

Mr. Bercer. I would guess that our auditor would like to look 
into it. 

Mr. Wurrren. The auditors go check the books and see if the 
money matches with the contract. This goes much deeper than that. 

Mr. Bercer. Our auditors go much deeper. 

Mr. Micuen. The auditing force is at the State level, not here in 
Washington, is it? 

Mr. Bercer. No, sir. They work under our Washington Internal 
Audit Division. They do not work under the State offices. 

Mr. McLarn. It isa completely independent audit. 

Mr. Bercrr. They report directly to me. 

Mr. Wurrren. I do not see, with the investigators’ report that went 
in the hearings last year, the debate on the floor, plus our report, how 
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anybody could misunderstand that we felt the rates were far too high 
for the land you were getting and the production you were taking out. 
From reading our investigators’ report as to how you run it at the 
local level, it looks like you just sent out some nice regulations. And 
I think they took the language which we meant to be restrictive last 
year and used that to let the farmer set his own rents. 

~ Mr. Manwarrne. Under our previous programs, Mr. Whitten, the 
1956, 1957, and 1958 programs, we had very little participation. We 
set a little higher rate for 1959, as you recognize, than we had previously 
in order to encourage more participation. In other words, we cannot 
attribute to the actions of the county and State committees these in- 
creases. 

We established a rate which we thought would encourage greater 
participation than we had been getting. We then said to our State 
committee, “We are assigning to you a breakdown of the national rate 
which we think, on the basis of all the information available to us, is 
consistent with the productivity and value of the land and other per- 
tinent information available for your State. We ask you to break that 

rate down for your counties on the same basis, using the best informa- 
a you can get.” Then we requested county committees to break it 
down to the farm, on the basis of their best judgment, just as good 
judgment as they could exercise, with some guides from here, relat- 
ing the rates primarily to the productivity of that farm. 

I don’t believe that any of them—I shouldn’t say “any”—that many 
of them took the legislative restriction to mean that they were to in- 
crease the rate because of that. I think the legislative restrictions 
definitely operated in the direction of controlling and decreasing the 

rate which otherwise might have been established for m: ny indiv idual 
Satan. 

We have many cases where the rate would have been higher if 
we had taken the county committee’s evaluation, but because of the 
farmer’s appraisal of the value of his land, which you asked us to 
get, and which we did get. and because of the county committee’s 
limitation put upon it, the final maximum payment rate was less than 
the county committee had originally evaluated. 

We did get increases in most farm rates because we increased the 
national rate. 

Mr. Wuirten. My conclusion just comes from reading our own 
investigators’ report. Like some other things, I do not know that 
you could prove it with a general reading of it. It seems to have 
gotten to where more weight was given to these things that we at- 
tempted to require. If we had not required them, I doubt that much 
weight would have been given. That is just a conclusion from read- 
ing the overall report. 

Mr. Manwarrtnc. That may be right. We did pay attention to 
what you said. We did try to get these down consistent to what you 
asked for. I think we did get a reduction because of them. 

Mr. MarsHatu. Will you yield to me? 

Mr. Wurrren. I yield. 
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CANCELLATION OF CONTRACTS DUE TO EXCESSIVE RENTAL RATES 


Mr. Marsnatn. Have you given any consideration to some sort 
of a settlement for a contract that was entered into on a long-term 
basis at an exorbitant rental rate? 

Mr. McLarty. You mean we would cancel it ? 

Mr. Marswaru. Yes. 

Mr. McLary. And ask the fellow to take less consideration ? 

Mr. Marsnau. Yes. 

Mr. McLarn. I think if there is any evidence in any case we have 
that an individual entered into it in disregard of the law 

Mr. Marsuatt. I did not say that. 

Mr. McLarty. You are talking about whether the rate was too high. 

Mr. Marsuatu. If the rate was just by happenstance set too high; 
it is a matter of rate and you have a long-term contract set with that 
contractor. 

I am asking if you have given any consideration for any way that 
you might cancel that contract out by making a settlement with that 
contractor ? 

Mr. Corrman. I do not think we could, Congressman, unless there 
was some misrepresentation on the part of the farmer or unless the 
county committee failed in some respect to follow the regulations. 

Mr. MarsnHatu. I understand that. This contract that I am think- 
ing about is purely and simply one where the rate was set too high. 

Mr. SantTanceLo. Would you yield, Mr. Marshall ? 

Mr. Marsuau. Yes. 

Mr. Sanrancero. In the union contracts in fixing a rate, there is 
always provision at the end of a year to reopen negotiation to re- 
negotiate the price. 

Obv iously you have not inserted those reopening provisions in 
your past contracts. Do you think your legal counsel can consider 
Incorporating a provision that in the event it is determined that the 
price is too high, that at the expiration of a fixed period of time you 
can renegotiate the price ? 

Mr, McLain. Well, I will let the general counsel answer that. I 
am sure I would demand if I were on the farmer’s side of it, that in 
that negotiation that we had the right to raise it as well as lower 
it. Iam sure labor contracts have this clause in them. Is that what 
you refer to? 

Mr. Santance.o. The unions insist, even though they may have a 
3- or 5-year-term contract, at the expiration of any one year if the cost 
of living has gone up, they have a right to reopen the contract solely 
to renegotiate ‘for higher wages. 

Mr. McLain. And fora higher rate to be paid. 

Mr. Sanrancero. That is the practice. They very rarely lower 
it. 


Mr. McLarn. That is the point. If we put such a provision in 
the contract, I doubt if it would be legal. I am sure the farmer 
would like to have the right to renegotiate 1 up as well as down. 
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Mr. Corrman. I suppose it could be done, Mr. Secretary, as a legal 
matter, but as you say, I would presume the farmer would want a 
firm contract. 

Mr. SantanGeLo. The contract would be for a period of time. The 
question of the amount is subject to negotiation at the expiration of 
a year or 2 years or 3 years. 

Mr. Corrman. I know of no legal reason why it could not be done. 

Mr. McLain. Another point which I would like to get in record at 
this time is this: 

Of course, the acreage that we have under contract is only cropland 
and in many instances “it is only a part of the total farmland. As you 
well know, Mr. Marshall, many farms have areas on them—the fact 
is you very seldom find a farm that has all the land cropland—and 
the average fellow when he talks about the value of a farm thinks 
about the whole farm when you might have only one-half of it in 
cropland. 

In other words, you have to relate those factors to the acreage that 
is under contract and this is very misleading to a lot of people that do 
not understand. I am sure you understand it, but some people do not. 

Mr. Marsuatu. I mentioned a moment ago this contract which had 
been entered into. When you have an internal auditor that goes out 
and audits these contracts that are already entered into, it is just a 
matter of the rate being too high? There is not anything your auditor 
can do about that ¢ 

Mr. McLain. Only report. 

Mr. Brrcer. Only to report it and if the county committee has been 
consistently that way, we at least can reprimand the county committee. 

Mr. Marsuaty. You have the power of slapping their wrists and 
saying “You shall not do that again” ? 

Mr. Bercer. That is right. 

Mr. MarsHauu. You have no way of changing any of those existing 
contracts? 

Mr. Bercer. No, sir. 

Mr. Marsuauu. That is, unless there is a misrepresentation ? 

Mr. McLary. That is right. And, of course, if the county committee 
gets clear off the reserv ation we have some other rights that of course 
have been exercised occasionally, Mr. Marshall, as you know. 

Mr. Manwarine. Mr. Marshall, we also have a force of fieldmen 
that visit the county offices who are expected to ascertain whether 
they are following instructions and to take a look at the maximum 
rates established for individual farms. This is all done ahead of the 
contract, and while we know that there will be some mistakes made, 
by and large, we think they are giving supervision to those county 
committees and county offices. 

In other words, they are not left without supervision and without 
some checks to see whether they are following the instructions that 
are sent out to them to follow. 

We have the operations reviewed in the State offices whose respon- 
sibility it is to ascertain whether the counties are following instruc- 
tions ahead of the making of the contract rather than after, and then 
to follow up on the matter if necessary. 
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Mr. Haminron. Mr. McLain, I think one other point should be 
made. Mr, Marshall, in our 1959 program the indexing system used 
attempted to rate all farms in the county and average out to as close 
to 100 percent as possible. In other words, the basic annual payment 
rate per acre representing 100 percent for average cropland was 
established for a county and we had many States that indexed all 
farms in the county. Our instructions in those States required that 
they average out to the average of 100 percent in the county. 

Mr. Marswatu. That is something that you had in the 1959 pro- 
gram which was not in existence in the 1957 program ? 

Mr. Haminton. That is right. This was an attempt to improve the 
program along the lines that the committee had outlined for us. 

The increase in the national rates broadened the base for participa- 
tion by farmers in the 1959 program in States where farmers were 
unable to participate to any great extent in the 1956, 1957, and 1958 
programs because the rate of payment was too low for farmers to 
consider participation in the conservation reserve as an alternate eco- 
nomic choice. Program authorizations totaled $1,225 million for 
farmer participation during these 8 program years; however, farmers 
elected to participate and earned during these 3 years annual and 
practice payments to the extent of only $220,798,000. The annual 
payment average per acre was $8.87 for contracted acreage through 
1958. Thus, it became clear that we were not carrying out the statu- 
tory requirements that rates provide the incentive necessary to obtain 
contracts covering sufficient acreage for the substantial accomplish- 
ment of the purposes of the program. 

The new rates computed for 1959 on the bas's of a $13.50 national 
basic rate permitted farmers operating farms of better than the 
county average to consider participating in the conservation reserve 
as an economic possibility for the first time during the 1959 program. 
Likewise, those farms with cropland rated lower than average by their 
county committees had the rates for such land lowered for the 1959 
program, and in many cases such rate was also lower than for the 
1956-58 programs. 

Farmers are not considering the conservation reserve program as a 
Government giveaway, otherwise, participation and attempts to par- 
ticipate in this voluntary program would far exceed the five percent 
of cropland placed in the reserve through the 1956-59 program. 

Mr. McLarty. Mr. Chairman, may I say one other thing: 

I served 10 years on a county committee back in the early thirties, 
and I, probably more than you, have a very high regard for the cali- 
ber of people that are selected by farmers to run these committees, 
and I do not think the record ought to show, because we have some 
isolated instances that have been found which have indicated that 
these county committees have not done a perfect job, that this means 
that we can infer that this thing has been loosely run and that is 
the inference that might be gained from reading this record. I would 
like the record to show from my standpoint that I think there has 
been a vast improvement in our county operation by and large, and 
I think we can back this up with facts, and that while we do have 
some that do not do the best job in the world, it is the best system 
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that has ever been devised to run the difficult problems that are as- 
sociated with these programs. I want to say this further: that in 
any instance where we find through our audit system or GAO or 
any investigators that come up with suggestions that this has not 
been handled properly, we are glad to know that and we appreciate 
getting that information. 

Mr. Wuirren. May I say that I do not take a back row anywhere, 
any time, about my feelings about farmers and the members of the 
county committees. They are good people by and large. But the 
human equation always exists and I want the record to show that 
my criticism here is due to lack of supervision at the top level and 
a lack of keeping up with these matters. 

In the last 3 years we have pointed out to you and your Depart- 
ment specific cases of what has happened. You have had your full 
day here, and up to this point I have not learned of a single action 
that the Department has taken to correct any of them. 

I have read to you the findings of the Comptroller General, and 
I have asked you repeatedly if you had any information of any action 
that the Department had taken and to date there is none. I asked 
if in your audits you had a single case where you knew what the tax 
rolls show, or what the taxes paid were, or how much consideration 
was paid for the land—and you have none. 

The human equation being what it is, I know that the pressures 
on local county committees to go along with his farm neighbor in 
the amount that they are going to pay for land to put it “into the 
conservation reserve is sufficiently great that it will take very close 
supervision. 

I think the record as it stands now shows that that has not been so. 
You have written good regulations and sent them out. But it seems 
that you have ended it there. 

I will ask you again if you have taken any specific action in any 
of the cases that we pointed out, in court or otherwise, to set. aside 
any contracts to reduce the rates or to do anything on this Comptroller 
General’s finding of a year ago? 

Mr. Corrman. Mr. Chairman, I do not know how broad you in- 
tended your question, but we certs see have taken action on a number 
of cases. We have 40 or 50 cases pending in court. We have reviewed 
a number of investigations. 

Mr. Wuirren. I am talking about the conservation reserve. 

Mr. Corrman. Not that many in conservation reserve. 

Mr. Wuirren. Well, supply those to the committee and we will be 
glad to see them. 

Mr. Bercer. Mr. Chairman, we have not had much conservation 
reserve participation until this year. 

Mr. Wuirren. What is that? 

Mr. Bercer. Your volume in conservation reserve has not been large 
until this year. 

Mr. McLarn. We have a lot of information which we would like 
to put in the record on the statement that you made at the last: which, 
of course, we have ample evidence to the effect that we have followed 
through on many of these cases and we will be glad to furnish that 
for the record. 

Mr. Wuirten. I will be glad for you to put in the record what you 
have done and give you full credit for everything you have done. 





re as- 
hat in 
AO or 
as not 
reciate 


where, 
of the 
ut the 
w that 
el and 


Jepart- 
ur full 
action 


al, and 
action 
[ asked 
the tax 
eration 


‘essures 
vbor in 
nto the 


‘y close 


een SO. 
t seems 


in any 
t aside 
ptroller 


you in- 


number 
sviewed 


will be 


rvation 


on large 


uld like 
; which, 
ollowed 
ish that 


hat you 
ne. 


2231 


Mr. McLarty. Thank you, sir. 
(The information requested follows :) 


The average rates of annual payment per acre for use in connection with the 
1956 program for all States were approved and furnished the States prior to the 
time the program regulations were finalized, You will recall that the Department 
was required to offer the program for 1956 and was under considerable pressure 
to announce the program including rates of payment as early as possible, partic- 
ularly in the winter wheat States where farmers had to make decisions as to the 
fall planting of 1957 wheat. 

The annual payment rates were computed by an interdepartmental committee 
prior to the staffing of a soil bank division. A miscalculation resulted which 
rounded the Texas State rate to $10 an acre and the New Mexico State rate to $8 
an acre. Had the miscalculation not been made, both States would have been 
assigned the rate of $9 an acre consistent with the procedure of rounding rates 
to the nearest dollar. The rates of all States were weighted to a U.S. average 
rate of $10 per acre. 


Approved Indicated | Average per 


basic rate basic rate acre on con- 
per acre per acre tracted acre- 


United States 
New Mexico 


eee 


Texas _. 


The rates for all States were promulgated in the Federal Register (21 F.R. 
6289, Aug. 22, 1956) and contracts were entered into with producers in accord- 
ance with these rates. 

Since the error was antecedent to the rates promulgated by the Secretary in 
the regulations, and contracts were entered into on the basis of the rates promul- 
gated in the regulations, no action has been taken to attempt to change the rates 
in these particular contracts. The rates have been corrected, however, for con- 
tracts subsequently entered into. 

The cases discussed in the committee’s investigation report concerning appli- 
cation of the $5,000 limitation were reviewed in detail by the General Counsel, 
and the General Counsel advised that the particular cases discussed in the com- 
mittee’s investigation report did not constitute violations of the regulations as 
they existed at the time the contracts were entered into. We have since tightened 
up the regulations, however, to eliminate many of the cases of this type. Fol- 
lowing are the new rules which govern the application of the $5,000 maximum 
limitation on payments. 

Limitation on payments.—(a) The total of all annual payments under the 
conservation reserve program to any producer for any year with respect to all 
farms in which he has an interest shall not exceed $5,000, except that with the 
approval of the Secretary the total annual payment limitation may be increased 
in any case where the entire eligible land on a farm is designated as conservation 
reserve or where the erosion hazard is such that an increase in the limitation is 
warranted in order to more effectively accomplish the purposes of the program. 
All or any part of the annual payment which otherwise would be due any pro- 
ducer may be withheld, or required to be refunded, if he has adopted, or par- 
ticipated in adopting, any scheme or device, including the dissolution, reorgan- 
ization, revival, formation, or use of any corporation, partnership, estate, trust, 
or by any other means designed to evade, or which has the effect of evading the 
provisions of this section. A family trust created on or after August 16, 1956, 
will be considered a scheme or device to evade the provisions of this section if 
it results in the settler and beneficiaries of the trust receiving in the aggregate 
annual payments under the conservation reserve program for any year of the 
contract period in excess of $5,000. For purposes of this provision, members of 
the family include husband or wife of the settler, children of the settler, their 
husbands and wives, and members of the immediate household of the settler; 
and payments to a trustee shall be regarded as payments to the beneficiaries of 
the trust. Effective with respect to contracts entered into on or after November 
15, 1957, for purposes of this section, a family shall include grandchildren of 
the settler, stepchildren of a child of the settler, and any minor related to the 
settler by blood or marriage. 
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(b) For purposes of applying the payment limitation prescribed in paragraph 
(a) of this section, the rules contained in subparagraphs (1) through (6) of this 
paragraph shall be effective to determine whether certain individuals interested 
in farming operations as landowners, landlords, tenants, or sharecroppers are 
to be treated as one producer or as separate producers. In cases in which more 
than one rule would appear to be applicable, the rule which is most restrictive 
on the number of producers shall apply. 

(1) A partnership shall be considered as a producer. Individual members 
of the partnership may be considered as separate producers or recognized 
in another capacity as landowners, landlords, tenants, or sharecroppers, on the 
same farm or on another farm only if (i) the individual members operating 
ina separate capacity are not identical with the membership of the partnership 
and (ii) the individual members also operated as separate producers or in a 
separate capacity as producers on the farm during the year preceding the first 
year of the contract period. 

(2) A corporation or association shall be considered as a producer. <A stock- 
holder who owns a majority of the stock of a corporation shall not be considered 
as a separate producer on the same farm nor recognized in any other capacity 
on the same farm as a landowner, landlord, tenant, or sharecropper 

(3) An estate or trust shall be considered as a producer unless the estate 
has only one heir or the trust has only one beneficiary, in which case only the 
sole heir or the sole beneficiary shall be considered as a producer. Subject to 
the provisions of paragraph (a) of this section, an individual who is not the sole 
heir of the estate or the sole beneficiary of the trust may be considered as a 
separate producer or recognized in a different capacity as landlord, landowner, 
tenant, or sharecropper, on the same farm or on another farm, provided such 
separate producer status is established to the satisfaction of the county 
committee. 

(4) Two or more individuals operating as a group under an arrangement 
which, although lacking the legal elements of a partnership or corporation, is in 
the nature of a joint undertaking shall be considered as a producer. (Clubs, 
societies, fraternal, and religious organizations, as well as informal arrange 
ments between two or more individuals, are examples of such groups.)  In- 
dividual members of the group shall not be considered as separate producers on 
the same farm nor recognized on the same farm in any other capacity as land- 
owners, landlords, tenants, or sharecroppers. 

(5) Husband and wife shall not be considered as separate producers nor 
recognized in any other capacity as landowners, landlords, tenants, or share- 
croppers, on the same farm or on different farms. Other individuals having 
any family relationships may be considered as separate producers if they are 
participating on different farms. Such individuals may be considered as sepr- 
rate producers on the same farm or reeognized in different capacities on the 
same farm as landlords, landowners, tenants, or sharecroppers only if such 
individuals operated as separate producers or in separate capacities during 
the year preceding the first year of the contract period. 

(6) Individuals having a joint or common interest arising out of their in- 
terests in the ownership of the farm as joint tenants, tenants by the entirety, or 
tenants in common shall not be considered as separate producers on the same 
farm nor recognized in any other capacity on the same farm as landlords, 
landowners, tenants, or sharecroppers. 


Mr. Wurrren. When were these figures prepared at page 171 of the 
justifications showing your 1958 contracts, 1959 contracts, and $0 
forth? That is all in the record, but I wonder at what date those 
figures were prepared ? 

Mr. Beacu. These would have been prepared right about Decem- 
ber. They were in the printed budget and they were finally reviewed 
in late November and December. 

Mr. Wurrren. And you will probably have more complete infor- 
mation prior to our markup in the next 30 or 60 days? 

Mr. Bracu. We should have more accurate estimates of the pay- 
ments that will be made in fiscal year 1960, based on the signup for 
1959. 

Mr. Wurrren. We will check with you later, then, as to the latest 
figures. 
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JUSTIFICATION OF ESTIMATES FOR ACREAGE RESERVE PROGRAM 


At this point in the record we will insert pages 191 to 193 and pages 
195 to 201 of the justifications. 
(The material referred to follows :) 


ACREAGE RESERVE 


PURPOSE STATEMENT 


The Soil Bank Act authorized an acreage reserve program for 4 crop years 
from 1956 through 1959. Producers are compensated for reducing their acreages 
for basic commodities below farm acreage allotments. 

The program assisted farmers to divert a portion of their cropland from 
the production of excessive supplies of agricultural commodities by compen- 
sating them for reducing their acreage below their basic crop allotments. The 
program applied to wheat, corn, cotton, rice, tobacco, and peanuts. Because 
of the favorable supply and marketing situation for peanuts, basic unit rates 
and acreage goals were not established after the 1956 program. ‘The Soil 
Bank Act provides an annual program limitation of $750 million. The Appro- 
priation Act, 1958, provided, with respect to the 1958 crops, a program of not 
to exceed $500 million. The Second Supplemental Appropriation Act, 1958, 
increased this limitation to $750 million, the maximum amount provided in the 
Soil Bank Act. 

The Appropriation Act, 1959, provides that there will be no program applicable 
to the 1859 crops. Liquidation activities will be carried out in the fiscal 
year 1960. This will involve handling of violations of agreements, adjustment 
of payments, claims, preparation of records of individual payments, and other 
liquidation activities, 


Appropriation : 


BDRIOTINTN,  T0GU.. out eten lia aL Se ods $609, 450, 000 
weeG gor Gatmnte; BUGR oes a ee ee 1, 050, 000 
Acreage reserve 

Peeper n erento «cee! EQUI SE teen 3 ae ee WP AE eS Dg $330, 000, 000 
Supplemental appropriation for 1959 (Supplemental Appropria- 

Rete aXe,” ee oe hes eee eS) Se ES Be ee De 279, 450, 000 

Soe GOR A te BEN OU Met «et Fee 609, 450, 000 

ne UT, igi i en a ee et 1, 050, 000 


Decrease (due to termination of the program with respect 
bs CHB Re erry a CO es CS —608, 400, 000 


Project statement 





Project 1958 1959 Decrease 1960 (esti- 
(estimated) mated) 
Acreage reserve: 
(a) Program payments.........-.........-- $487, 534,315 | $590, 453, 550 | —$590, 453,550 |__..-_-_.___ 
(b) Operating expenses..............._.___- 34, 651, 068 18, 996, 450 —17, 946, 450 | $1, 050, 000 
. ot acreage reserve _ ..-...--.-+---- 522, 185, 383 | 609, 450, 000 — 608, 400,000 | 1, 050, 000 
Unobligated balance. .._........---...--------- OT el ee ee a 
Total pay costs (Public Law 85-462)......._.__- (124, 891] (338, 442] {—317, 011] {21, 431) 
Total available or estimate________.____-- 522, 250,000 | 609, 450, 000 —608, 400, 000 | 1, 050, 000° 
Transferred to Commodity Credit Corporation 
et at ON es re Nd TONE Foie cetnce ; 


Total appropriation or estimate. __..._._- | 600, 250,000 | 609, 450, 000 
icine iii inci baila aa acta 
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The following table outlines the estimated financial requirements for the 1956, 
1957, and 1958 acreage reserve programs and shows the distribution of these re- 
quirements by fiscal years : 


Estimated requirements, acreage reserve, 1956, 1957, and 1958 programs 


Fiscal year 


| 
| 957 95s 1960 


Program payments: 
1956 program __- oe sata oT | $248, 175, 261 | $824, 739 | 
1957 program._- dolneaee | 228,985,815 | 381,014, 185 | 
1958 program. : 105, 695, 391 | $590, 453, 550 


- — - — | at SNENE 


Total, program payments-- oe 477, 161,076 | 487,534,315 | 590, 453, 550 | 


Operating expenses: | | 
Commodity Stabilization Service . 31, 041, 613 | 34, 595, 068 | 18, 913, 550 $1, 000, 000 
Office of the General Counsel 37, 137 | 43, 285 69, 500 50, 000 
Office of Information. 2 10, 405 | 12,715 13, 400 

| 


Total, operating expenses -. -- |} 31,089,155 | 34, 651, 068 | 18, 996, 450 1, 050, 000 


j= = - 
Total, acreage reserve | 508, 250, 231 §22. 185,383 | 609, 450,000 | 1, 050, 000 


STATUS OF PROGRAM 
Main features of program 

1. Objective—The acreage reserve program supplemented the acreage allot- 
ment and marketing quota programs in reducing the production of excessive 
supplies of agricultural commodities by assisting producers in diverting a portion 
of their acreage allotted for the production of basic crops, by compensating them 
for such diversions made for 1956, 1957, and 1958 crops. 

2. Eligible commodities.—The program applied to the six basic commodities— 
wheat, cotton, corn produced in the commercial corn-producing area, peanuts, 
rice, and most types of tobacco. 

3. Participation.—A producer who wished to participate in the program had to 
enter into a contract with the Secretary in which he agreed, among other things, 
(a) to reduce acreage of the commodity below the farm acreage allotment, (}) 
to specifically designate acreage withdrawn from production, which was placed 
in the acreage reserve, and not harvest any crop from, or graze, the acreage 
reserve unless the Secretary determined grazing was necessary, and (c) to re 
strict harvesting of small grains and row crops to acres that were not more than 
the number included in the soil bank base, less any acreage placed in the soil bank 
programs. The soil bank base is based on a 2-year history for the farm, and is 
generally all crops produced for harvest, except hay. 

4. Manner and amount of compensation.—Producers were compensated through 
the issuance of negotiable certificates which the Commodity Credit Corporation 
redeemed in cash, or at the option of the producer with respect to certificates is- 
sued for grains, in grains in lieu of cash. Compensation was determined by the 
Secretary at a rate which provided producers with a fair and reasonable return 
for reducing their acreages, taking into consideration the loss of production, any 
savings in cost resulting from not planting the acreage reserve, and the incentive 
necessary to achieve the reserve goal. 

5. Duration.—The Soil Bank Act provided that the program was applicable to 
1956, 1957, 1958, and 1959 crops, but the Department proposed, and the Congress 
approved the termination of the program after the 1958 crop year. 
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6. Accomplishments.—The program reduced the acreage planted to the basie 
commodities. The reduction achieved in the acreages of the basic crops is indi- 
cated below : 




















| | Percent | Revised esti- 
Number of | Approximate| National | of acre- | mated pay- 
Commodity and year | agreements | reduction | acreage | age allot-| ments under 
| of acreage allotment | ment the program 
reduced 
= reer 
Wheat: | 
1956_ _ - ie saG 110, 974 | 5, 670, 441 55, 000, 000 | 10.0 $43, 450, 000 
1957 - - ae | 233, 004 | 12, 783, 192 55, 000, 000 | 23.2 | 229, 853, 000 
1958. - . 174, 451 | 5, 289,477 | 55, 000, 000 9.6 | 105, 111, 500 
Corn: 
1956. - - Be a gaa , | 314, 761 5, 315, 578 | 43, 280, 543 12.3 170, 649, 500 
1957... j i 323, 686 5, 233, 478 37, 288, 889 14.0 194, 416, 000 
1958. -- ai ‘ 355, 789 6, 658, 093 38, 818, 381 | 17.2 282, 255, 190 
Cotton: | | 
1956 Pe F | 95, 669 1, 121, 151 | 17, 391, 304 6. 4 | 26, 465, 000 
PE incisions - | 301, 053 | 3, 015, 630 | 17, 585, 463 | 17.1 | 152, 567, 000 
1958 ; 444, 618 4, 925, 957 17, 554, 528 | 28.1 | 270, 207, 669 
Rice: | | 
1956 1,117 | 28, 162 1, 652, 596 1.7 | 1, 325, 000 
1957 4, 825 242,017 1, 652, 596 14.6 15, 345, 000 
1958. - ; ; 5, 580 174, 198 1, 652, 596 10.5 | 11, 941, 731 
Tobacco: 
1956. _ - sos econ 20, 093 32, 502 | 1, 364, 385 2.4 6, 250, 000 
1957 ‘ ots | 41, 828 | 79, 701 1, 171, 482 | 6.8 | 17, 819, 000 
1958 ‘ | 68, 832 | 110,618 | ‘1, 161, 360 | 5 | 26, 516, 210 
Peanuts: | 
1956 5, 310 44, 000 1, 650, 342 | 2.7 | 585, 000 
1957 | 1, 611, 441 | | : a 
1958 1, 612, 388 | | af 
Premiums paid on 1956 program | 275, 500 
Total | | 
1956 sxet 547, 924 | 12, 211, 834 | 120, 339,170 | 10. 22 | 249, 000, 000 
1957 rae 914, 396 21, 354, 018 114, 309, 871 | wT I 610, 000, 000 
1958 _ . Se 1, 049, 270 17, 148, 343 115, 799, 253 | 14.8 696, 032, 300 
Grand total —- oo ’ 2, 511, 590 50, 724, 195 350, 448, 294 14.5 | 1,555,032, 300 


7. Status of program payments.—(a) 1956 and 1957 programs: Payments 
under the 1956 and 1957 programs are completed except for controversial cases 
such as violations, appeals, etc. Also cases under Public Law 85-413, enacted 
May 16, 1958, permits payments to producers in certain hardship cases which 
formerly could not be paid where there were misunderstandings or if incorrect 
information was given by employees of the Department or ASC committees. 
Through September 1958, payments made under the 1956 program were $248,- 
$22,874, and payments made under the 1957 program were $609,029,506. Total 
payments estimated to be made are $249 million under the 1956 program and 
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$610 million under the 1957 program. 
participation in the 1956 and 1957 programs: 


The following statements show the 


1956 acreage reserve program, participation by States, all commodities 


Alabama. 

Arizona_. 

Arkansas_ Sass 
or Se ipa angmann amie 
Colorado. 

Connecticut. 

Delaware- 

Florida. -- 

Georgia... --- 

Idaho... --- 

Tilinois-_--- Sea ceatae aae rmas apr Poasan 
Indiana.---- Con a ee oie ieee 
i el ek be hein MAR RR RAED 
Kansas. 

Kentucky 

Louisiana-.- 

Maryland 

Massachusetts_-_.-...--- 

ate ee Elna 

ad 
2 og cce ia meee cm waa Save 
Missouri eicien dtpie einai 
Montana. 

Nebraska 


Now TisimOebwe. ......5. 22. nen a 
New Jersey. 

New Mexico-- 

New York iain 

North Carolina 

North Dakota..------ 

Ohio---- 

Oklahoma 

a 
Pennsylvania--.---..-- 5 eisckaceemieea 
South Carolina 

South Dakota------.- 


Virginia 

Washington 
ok ee eee 
Wisconsin 

Wyoming 

Puerto Rico 


Reduction in estimated payments 


Grand total 





Agreements 
filed 


6, 598 
182 
3, 863 
858 
6, 673 
1,008 
457 
1, 622 
8, 802 
962 
40, 645 
22, 835 
66, 937 
19, 77 
23, 086 
3,973 
1, 912 
706 
10, 192 
28, 819 
3, 141 
26, 706 
3, 480 


535 

2, 013 
1, 274 
16, 517 
27,419 
17, 476 
17, 740 
395 

1, 641 
5, 545 
29, 693 
9, 891 
67, 458 
722 


547, 924 


547, 924 





Acreage 
offered 


34, 918 

2, 950 

28, 505 
26, 615 
776, 182 
4, 358 

7, 757 

6, 126 

39, 944 
34, 542 
485, 567 
258, 720 
1, 295, 105 
1, 051, 308 
231, 656 
31, 650 

16, 181 


2, 382 | 


97, 598 
310, 364 
14, 908 
355, 319 
201, 202 
1, 523, 516 


7, 558 
188, 570 
11, 049 
79, 670 
973, 987 


179, 404 | 


599, 377 
9, 614 

17, 867 
21, 449 

1, 095, 740 
71, 348 

1, 983, 147 
23, 596 

5 


8, 672 
8, 670 
373 
72, 643 
20, 650 
834 


12, 211, 834 


12, 211, 834 





Maximum 
compensation 


$1, 383, 931 
285, 113 


260, 362, 982 
11, 362, 982 


249, 000, 000 





‘aximum 
pensation 


55, 027, 013 
8, 164, 152 
7, 117, 399 
1, 712, 648 
1, 039, 013 

788, 787 

3, 682, 190 
10, 813, $58 
749, 351 

10, 343, 238 
1, 714, 910 

32, 991, 401 
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1957 acreage reserve program, participation by States, all commodities 


Agreements Acreage Maximum 
filed offered compensation 


Alabama 323, 995 $16, 931, 677 
Arizona 45, 067 6, 212, 338. 
Arkansas 251, 829 14, 020, 130 
California 259, 547 15, 044, 878 
§ 1, 320, 439 22, 220, 374 
Connecticut 3 4, 986 1, 616, 486 
Delaware 21, 097 917, 286 
19, 257 1, 565, 691 
382, 148 19, 226, 894 
185, 283 4, 921, 047 
DE iicinvinatctininoatin wa wis eis enighptniacinn neta e aa cara 431, 722 19, 410, 221 
Indiana 33, 83 420, 453 18, 781, 999 
y d 774, 858 34, 388, 196 
4, 478, 966 84, 859, 537 
I sins teiglarnt ss dace asecas ons ia acco ia (ctentatcskdesaseeseesnaue : 7 249, 447 9, 658, 040 
Louisiana 165, 931 10, 902, 547 
Dé oi huge iainann shen bganygedesneneetsledsgeeneenienes : 43, 046 2, 278, 340 
URE nn on. cccemagnntencsannodeddhseecaceasetanan 2, 895 964, 847 
Michigan 310, 137 12, 279, 497 
Minnesota f 376, 909 12, 083, 634 
Mississippi 34, 265, 002 17, 978, 530 
Missouri 3,7 683, 523 24, 421, 411 
Montana , 793 478, 882 
Nebraska 53, 3 1, 697, 574 
Nevada 1, 104 
New Hampshire 1 
New sefesy............-. “ 29, 267 
New Mexico........-- ; 7 161, 664 
New York ehitesiten ainsaiares 7, 78 93, 558 
i a Gn. is ong aainmcacs tah eseGbhbnsees 7 
North Dakota-- 
Ohio ; : 
Oklahoma. - 
Oregon 
Pennsylvania 
South Carolina. 
South Dakota. - --. 
Tennessee _ - - - 
Texas 
Utah ; 
Vermont.._- 
Virginia 
Washington ; bei 
West Virginia. ...._-- ate 
Wisconsin - - - 
Wyoming 
Puerto Rico 


5 Sx 
g5gzEs 


wo 
= 
So 


3 


x oe 
SBSE Hse 


Total. : : 
Reduction in estimated payments - -_- 


Grand total 


(b) 1958 program: The two major changes in the 1958 program provided for 
(a) establishment of a total acreage figure for specified crops for each farm, to 
be- based: primarily on past production history and known as the soil-bank 
base; with the requirement that total harvested acreage of the crops in 1958 be 
held below the base by the equivalent of the number of acres placed in the soil 
bank, and (b) a limit of $3,000 on the total of 1958 acreage reserve payments 
which could be made to any one producer, as required by the provision in the 
1958 appropriation act. 

The appropriation act for fiscal year 1958 authorized a $500 million program 
for the 1958 crops. On the basis of the winter wheat signup, it appeared that 
the amount authorized would be in excess of the requirements. Soon after the 
signup for spring planted crops started on January 13, it was apparent that the 
acreage offered, mainly for corn and cotton, was going to be in excess of the 
program authorizations. Signup was therefore suspended until program alloca- 
tions could be issued to States and counties. When signup activities were re- 
sumed, agreements were accepted so long as the acreage offered was within the 
allocations. Producers who filed after the allocations were exhausted were 
placed on a register to be given consideration if and when an additional author- 
ization became available. On March 28 the program authorization was in- 
creased by the Congress from $500 to $750 million and agreements were 
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accepted, requiring payments of $696,032,300. There follows a statement show- 
ing participation in the 1958 program by States: 


1958 acreage reserve program, participation by States, all commodities 


Agreements Acreage Maximum 
offered jcompensation 


wiepgh 
Ailshems. -....22:- .| 654, 884 $35, 628, 536 
a ct ; | 16, 687 2, 331, 508 
aS ra 6 oe ai conignenidiuteelt 390, 590 24, 439, 228 
California..__- A a I a a hs . Bat 125, 415 8, 788, 102 
Colorado ieelesweececl 3, 524 | 319, 438 4, 959, 180 
Connecticut . : , 235 5, 200 1, 827, 110 
Delaware Beret ea eee ee veo 32, 260 1, 530, 975 
Florida 3, 876 | 43, 584 | 2, 502, 188 
I a hw , 679 | 668, 600 36, 061, 573 
Idaho-.- a ae ee Se le het ta 2,175 | 79, 578 2, 606, 972 

: 32, 402 | 654, 611 32, 004, 422 
dina. panei ia aslo ui eabionewaisiem aureus Scausee 37, 759 | 590, 316 29, 455, 409 
ak ee ick ee Abh eRe eid bibseumioieue ts 39, ¢ , 030, 900 50, 145, 465 
Kansas Sat EDs 665 BA en dnnnladeseed uhawsecas ey 27, 966, 766 22, 350, 334 
Kentucky - : 39, 525 | 342, 091 14, 736, 188 
Louisiana____ Diet bec dh Kako ivkibidtacinawentvcheteee 23, § 254, 856 18, 797, 426 
I cae ees nine Calin hiediedakeere 5, 245 65, 052 3, 818, 686 
Massachusetts__......- Richest aduied taninwhus was eehbaas enon 91¢ 3, 083 1, 169, 961 
Michigan 3, 748 | 360, 446 15, 746, 011 
DR ik 2D ha wade ache undoudnneaes Seer aeeeoe 27, 215 | 544, 939 20, 990, 410 
DOME. o ccnucuc ese , bee ie Saad ea 58, 67 476, 886 35, 427, 602 
a na lied ih Sica uae e556 » 9, OF , 131, 183 46, rae 02 
Montana. age ee ee - 3, 02 219, 378 | 4, 204) 171 
Nebraska..........- iil acai Sa a cee 30, 47 947, 401 ae 171 
Nevada... ss : a = wr ges s 2 52 | 
New Hampshire Reratclathae ; 1 
New Jersey_-_--.--- , iad 2, 390 | 38, 275 1, 960, 358 
New Mexico......--- Gaia 2, 048 30, 343 3, 062, 879 
New York sand ; a 5, 734 75, 426 2, 824, 478 
North Carolina. _____- ae ‘ : 3 9, 778 36, 258 29, 757, 198 
North Dakota-.-.-_._--_- ; ; ‘ ; ; 2, 447 702, 720 11, 436, 406 
Ohio 2 , 40, 785 519, 331 | 25, 781, 479 
Oklahoma. .--_-___- eS : 36, 897 ; , 143 22, 636, 541 
Oregon. _. ie i-Gd.38% ; , 245 36, 010 1, 128, 166 
Pennsylvania 8 ee oe 53 , 679 5, 156 4, 906, 788 
South Carolina. _-_- : ; < 55, 009 24, 546 26, 837, 082 
i. ee oe bos aA ee aes eee 5, 030 | 126, 658 12, 694, 300 
eae ss : , 012 341, 541 18, 200, 272 
Peete... .... ee ee aa 5, 119 2, 369, 847 | 72, 399, 597 
SOS. ccdsbiaade i5.2 ; : , 338 | 55, 052 | 1, 110, 211 
Vermont._....-.- : oindeiatn ald 3 kaa 1 6 2, O81 
Virginia____-_- ; oe 3, 645 77,477 4, 840, 81 
Washington.-_........-- i : ; : . | , 029 35, 383 | 1, 174, 828 
West Virginia ; ; , 028 4, 982 259, 403 
Wisconsin_ , SS ee , eM a 15, 885 203, 5 11, 144, 421 
W yoming._.____.-- ‘ . | 572 30, 452 587, 859 





RI BoE ee nd eo SE e 049. 270) | 7, 158, 348 696, 032, 300 





REASON FOR INABILITY TO COMPLETE PROGRAM IN 1959 


Mr. Wuirten. I notice you are asking for $1,050,000 for 1960. 

Why is it that you cannot wind this program up prior to next 
June 30% 

Mr. Bracn. Sir, this will relate to completing the small amount 
of payments that are remaining. As we indicated earlier, 99 percent 
of the payments had been made through December 31, 1958, but 
there will be some that will carry on for a period of time. 

Mr. Wuirten. September 1958, is approximately 8 or 9 months ago. 

Mr. Beacu. December 1958. 

Mr. Wutrren. Why can you not wind this up before June 30, 
particularly when you want to pay the General Counsel’s Office 
$50,000%n the next fiscal year? Why is that ? 

Mr. Hamitron. Some of the payments in the acreage reserve it- 
volve legal factors that have to be checked into thoroughly. 
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35, 628, 536 
2, 331, 508 
24, 439, 228 
8, 788, 102 
4, 959, 180 
1, 827, 110 
1, 530, 975 
2, 502, 188 
36, 061, 573 
2, 606, 972 
32, 004, 422 
9, 455, 409 
0), 145, 465 
22, 350, 334 
14, 736, 188 
L8, 797, 426 
3, 818, 686 
1, 169, 961 
5, 746, O11 
20, 990, 410 
35, 427, 602 
16, 181, 028 
4, 204, 171 
27, 579, 171 
5, 1382 
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Mr. Wutrren. Could we have a detailed report on what that 


amounts to, and what it is? 
Mr. McLain. Yes; we will furnish that, Mr. Whitten. 
(The information requested follows :) 


CSS NarionaAL AND ASC STATE COMMITTEES 


The estimated obligations of the ASC State offices for the fiscal year 1960 
are $180,000. These obligations will be incurred in directing and assisting ASC 
county committees to liquidate the program. Special assistance and guidance 
is required on behalf of the counties to complete and close cases that involve 
violations, the adjustment of payments, claims, and appeals, and the prepara- 
tion of related reports. State office employees (including farmer fieldmen) 
will be required to furnish information and in many cases appear as witnesses 
in court cases. 

The CSS national expenses are estimated to be $20,000. The activities will 
include: 

(a) Completion of internal audit of ASC State and county offices to 
protect the interest of the Government and to assure that the program 
was administered in accordance with the intent of Congress; 

(b) Assisting in cases referred to the office of the General Counsel; 

(c) Assisting the ASC State and county committees in liquidation 
activities; and 

(ad) Analyses of the results of the programs. 


ASC COUNTY COMMITTEES 


The estimated requirements of the ASC county committees for the acreage 
reserve program during the fiscal year 1960 are $800,000 to be used to liquidate 
the program. This will involve handling unresolved cases resulting from 
violations of contracts, adjustment of payments, Claims, appeals, and preparation 
of related reports. 

As indicated by the following statement of reports of violations, work of 
this nature was still increasing as of December 31, 1958. 


Violations, acreage reserve program 





: | ; 
As of June 30, As of Dee. 31, Increase (+) or 
1958, cases— 1958, cases— decrease (—), 
Program year cases— 





. a 
| | 
| Reported| Closed | Reported| Closed | Reported| Closed 


| — 
472) 455 | 486 | 419 
4,243 | 3,978 | 4,314 | +71] +195 
196 130 Ls 2, 192 +1, 996 | +1, 600 


1956 


1957... nsession 
1958 


| 


| 
| 


| 
DE 0 etaienchciaistarniiaihcuea taba 4,911 | 4, 563 6, Cor 6,377 | +2,081 | +1,814 


New violations were still being reported for both 1956 and 1957. Violations 
for the 1958 program not closed on December 31, 1958, exceeded similar cases as 
of June 30 by 600 percent. Of the 6,992 violations reported as of December 3 
1958, 4,261 cases involved harvesting and grazing on the acreage reserve, 1,565 
eases involved harvesting or grazing acreage in excess of the permitted acreage, 
332 cases failed to dispose of crops on the acreage reserve, and 834 cases included 
failure to prevent the spread of noxious weeds, violation of the rights of tenants 
and sharecroppers, and other miscellaneous v iolations. It is estimated that the 
1960 expenses in connection with these activities will be $800,000, or about $266 
per each ASC county office. 

It is not possible to make an accurate forecast of the number of cases which 
will remain to be closed after June 30, 1959. There are other problems in addi- 
tion to alleged violations. For example, in some instances producers are request- 
ing payment where there is no evidence of a contract. We are moving as rapidly 
as possible to resolve each case as it arises. Maximum effort is being applied to 
doing the greatest amount of work possible prior to June 30, 1959. 





Wttit wiser: 
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Payments yet to be made as of January 31, 1959, under the various acreage 
reserve programs are estimated at $659,636 for the 1956, $974,680 for the 1957, 
and $4,289,831 for the 1958 programs. 

Allotment of $50,000 to Office of General Counsel for fiscal year 1960 


During fiscal year 1960, there will be a number of claims, adjustments, viola- 
tions proceedings, and litigation yet to be handled under the acreage reserve 
program. Many of the problem cases arising under the 1958 acreage reserve 
program will not be referred to the Office of the General Counsel until fiscal year 
1969. 

There are still pending in court some 36 acreage reserve violation cases with 
approximately 22 cases pending in this office in Washington and in the field for 
referral to the Department of Justice. These cases all involve the 1956 and 1957 
programs. The cases arising under the 1958 acreage reserve program will 
probably not reach the litigation stage until fiscal year 1960. 


STATUS OF OBLIGATIONS AND EXPENDITURES 


Mr. Wurrren. How much carryover funds will you have at the end 
of June 30? 

Mr. Beacu. We will have no carryover in this appropriation, sir. 

Mr. Wuirten. It came out just exactly to the total dollars and cents 
available? 

Mr. Beacu. No, sir; the amount will not be carried over because the 
program dies. 

Mr. Wuirren. How much will you have unexpended and unobli- 
gated? Could you give us that information ? 

Mr. Beacu. We can give you that figure. 

Mr. Wuirten. You might give it to us for the record. 

Mr. Beacu. There are factors involved other than the completion 
of the payments in this $1,050,000 for liquidation of the acreage reserve 


program. It will be used also for the processing of appeals and viola- 
tion cases, and a big part of it is for the completion of the audit of the 
program. 

(The information requested follows :) 


The unexpended balance and the unobligated balance in the acreage reserve 
program account on June 30, 1959, are estimated to be zero. However, there is 
expected to be a balance of more than $2 million of the amount transferred to CCO 
that will remain available for completing payments on cases that remain to be 
settled after June 30, 1959. Any balances remaining after settling all cases will 
revert to the Treasury. 

Mr. Wurrren. In that connection does your General Counsel’s office 
handle these cases in the Federal court? Or is it a matter of sending 
them over to the Federal district attorney for handling? 

Mr. Corrman. It really works both ways. The U.S. attorney’s 
office is actually responsible for it but most often they call upon us to 
help them and not infrequently they ask us to try the case for them. 

We try not to do that to the extent we can prevail upon the U.S. 
attorney to try the case, but here lately we have been called upon to do 
that. 


IMPACT OF CRP ON CROP PRODUCTION 


Mr. Wurrren. May I say, that concludes the interrogation as far as 
Iam concerned. I just want to say that I do not think these programs 
have met the need that American agriculture has. Yet every dollar 
that might be expended and certainly every dollar that might be 
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wasted is used so frequently to attack all farm programs. I have done 
my best to show the weaknesses in the overall operation. I trust you 
people have had a chance to put your side in the record. If not, Iam 
glad for you to add such additional information as you may have to 
show that you have kept a close inspection over this operation. 

Mr. McLain. We have. 

Mr. Wuirren. And I will be pleased for you to put that in the 
record. I do not want to keep you from using anything which indi- 
cates that it has been handled properly. 

Mr. McLarn. Very well, sir. 

(The information referred to follows:) 


The following additional material was offered in accordance with the chair- 
man’s closing statement because of frequent references during the hearing to 
the impact of the CRP on production. 

A preliminary survey in 102 selected counties formed the basis for a recent 
Department estimate that the acres expected to be under CR contract in 1959 
might otherwise have been devoted to crops and production as shown below. 


| Normal expectation of 
| CR acreage Production 


unit 


Acres Production 


Thousands 
42,671 | Bushels. 

2, 356 45, 002 Do. 

571 378 | Bales. 

133 103, 786 | Pounds. 
8, 609 123, 780 | Bushels. 
1, 335 36, 178 Do. 
INS i alist cdlaagallls stanthctinDaburtn ab akablliedtanisis ode clewes 968 18. 389 Do, 
Grain sorghum ‘ 3, 547 83, 352 Do. 
Hay equivalent 3, 711 5,605 | Tons. 


Thousands 
8, 697 





Mr. Wutrren. Thank you, Mr. Secretary. 
Mr. McLary. Thank you, Mr. Chairman and members of the com- 
mittee. 
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APPENDIX 


SraTIsTICcs ON Rerau Foop SrTorEs 


(The following information was requested on p. 1871:) 


Total sales of all retail food stores and sales of 5 leading chainstore companies, 
1935-58 } 


| Total sales of 5 
| chains 

The we 
Great The | | 
All retail | Atlantic The Ameri- | Safeway | National | As per- 
food | & Kroger can Stores, | Tea Co.3 | centage 
stores ? Pacific | Co.3 Stores Ine. of total 
| Tea Co.® i Co. Actual | for all 

| retail 

food 

stores 


i i 

Million Million | Million Million | Million Million | Million Percent 
1935 $8, 124 $872. 2 | $229. 9 | $115.9 $294.7 $63. $1, 578.5 19.4 
1936 ; cele 8, 772 | 907. 4 242.3 113.4 346. : 62.5] 1,671.8 | 19. 
ee aie 9, 444 | 881.7 248. 4 | 114.6 381.9 62. , 688. 7 | 17.5 
1938 . eae wie asi 9, 252 | 879.0 231. ; 109.9 | 368. 3 | 55. { 644.0 | 
1939 i Sat eical 9, 876 990. 4 | 243. 114.8 385.9 | 56. 8 , 791. 
1940_. 5 at 440 | 1,115.8 | 258 124.8 | 399. : 61. § 
"RR eee ee , 378.1 302 157.7 475. 72.1 
1942 epntesncedel 14, 388 | 471.2 388. 1 | 611. 
1 
6 


ne 


90. 
1943 a ae , 020 | , 310.8 422. 588 
, 401.6 | 448 656. 
434. ¢ 457. < 233. 5 664. 
9O9 | 567. { 4 6 | 847. 
545. 754. ¢ 388. 6 pad; 
837. < 825 : 5 . 276 
904 | 807 ». 6 , 197 
179 S61. 2 v. , 210 
392. 5 997. 5 34 , 454 
755. 7 , 051 542 } , 6389 
9X9 , 058. 6 : 751. 
140 , 108. 324. 6 , 813. 
, 305 , 219. ¢ 1, 932 
481. { , 492. 6 779. § , 989. 
SE os ence se aciiahe 47, | : 


769.2 | 1,674, 
1958 50, 274 | (4 776. | 


91. § 
QY. ¢ 


> OO et = GO 


Sa ittaiitntiepitetanbemree 17, 436 | 
Se tee ce ae ston 18, 720 
1946. 23, 508 
| ae ..| 27,684 | 
1948. __- ----| 90,132 
1949 as | , 132 | 
1950. _ eee 31, 896 
1951 a ae ee 
1952 é 38, 039 
1953... - 

1954 - Siete 

1955_ . ssitcints 41,$ 
1956 a 44, 
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| These are the 5 largest at the present time. Prior to 1953 First National Stores, Inc. was the 5th largest 
grocery chain. 

2 Department of Commerce. 

3 “*Moody’s Manual of Investments, Industri 

4 Not available. 
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Records of conunon stock splits and stock dwidends per share of common stock, 
1947-58 






AMERICAN STORES 
1954 : 5-percent stock dividend 
1955: 5-percent stock dividend 
1956 : 5-percent stock dividend 
1957 : 5-percent stock dividend 
: 5-percent stock dividend 


FIRST NATIONAL STORES, INC. 


1951 : 2 for 1 stock split 
FOOD FAIR STORES, INC. 


147 : 5-percent stock dividend 
1948 : 5-percent stock dividend 
1950: 10-percent stock dividend 
1951: 3-percent stock dividend 
1952 : 3-percent stock dividend 
1953 : 5-perecent stock dividend 
1954 : 25-percent stock dividend 
1955 : 3-percent stock dividend 
1956 : 3-percent stock dividend 
1957 : 3-percent stock dividend 
1958: 3 for 2 stock split 

























GRAND UNION CO, 
148; 214 for 1 stock split 
1949: 5-percent stock dividend 
1950: 10-percent stock dividend 
1951: dividend of one-fifth share of preferred stock 
1952: 5-percent stock dividend 
1953 : 5-percent stock dividend 
1954: 5-percent stock dividend 
1955: 2 for 1 stock split 
1956 : 5-percent stock dividend 
1957 : 5-percent stock dividend 
1958 : 5-percent stock dividend 

























THE GREAT ATLANTIC & PACIFIC TEA CO, 
Kecapitalization involving 10 for 1 split of outstanding common shares and sub- 
stitution of single class of voting common stock for outstanding preferred 


stock and voting and nonvoting common stock, 





THE KROGER CO, 
1950: 2 for 1 stock split 

1956: 4-percent stock dividend 

1957 : 4-percent stock dividend 

1958 :3 for 1 stock split announced but not effective until 1959 





NATIONAL TEA CO, 
1950: 2 for 1 stock split 
1954: 2-percent stock dividend 






SAFEWAY STORES, INC. 
7:3 for 1 stock split 


3ynaws Reeunations, Er Crrera, OF THE ComMmopiry CrepitT 
CORPORATION 





(The following material was supplied to supplement information 
requested on p. 1730.) 


ee 





Data compiled from Moody’s “Industrial Manual,” Standard & Poor's “Industrial Sur- 
reys,” and company annual reports. 


33913—59—pt. 3-63 
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Bylaws of COMMODITY CREDIT CORPORATION 
(A Corporation Created by Act of Congress) 
As Amended June 18, 1957 
OFFICES 


1. The principal office of the Corporation shall be in the City of Washington, 
District of Columbia, and the Corporation shall also have offices at such other 
places as it may deem necessary or desirable in the conduct of its business, 


SEAL 


2. There is impressed below the official seal which is hereby adopted for the 
Corporation. Said seal may be used by causing it or a facsimile thereof to be 
impressed or affixed or reproduced. 

[| SEAL] 

MEETINGS OF THE BOARD 


3. Regular meetings of the Board shall be held without notice in the Com- 
modity Credit Corporation Board Room in the United States Department of 
Agriculture in the City of Washington, D.C., on Tuesday of each week, or, if that 
day be a legal holiday, on the next succeeding business day, at 9 o'clock, a.m, 
unless notice of another hour is given. 

4. Special meetings of the Board may be called at any time by the Chairman 
or by the President or the Executive Vice President and shall be called by the 
Chairman, the President, or the Executive Vice President at the written request 
of any four directors. Notice of special meetings shall be given either personally 
or by mail (including the intradepartmental mail channels of the Department of 
Agriculture or interdepartmental mail channels of the Federal Government) or 
by telegram, and notice by telephone shall be personal notice. Any director may 
waive in writing such notice as to himself, whether before or after the time of 
the meeting, and the presence of a Director at any meeting shall constitute a 
waiver of notice of such meeting. Except as is otherwise provided in paragraph 
31 of these bylaws, any and all business may be transacted at a special meeting 
unless otherwise indicated in the notice thereof. Any and all business may be 
transacted at any special meeting at which every Director shall be present. No 
notice of an adjourned meeting need be given. 

5. The Secretary of Agriculture shall serve as Chairman of the Board. In the 
absence or unavailability of the Chairman, the member of the Board who is 
President of the Corporation shall preside at meetings of the Board. In the 
absence of unavailabiilty of the Chairman and the President, the Directors pres- 
ent at the meeting shall designate a Presiding Officer. 

6. At any meeting of the Board a quorum shall consist of four Directors. 

Except as otherwise provided in these bylaws, the act of a majority of the 
Directors present at any meeting at which there is a quorum shall be the act 
of the Board. 
7. The General Counsel of the Department of Agriculture, whose office shall 
perform all legal work of the Corporation, and the Deputy General Counsel of 
the Department of Agriculture shall, as General Counsel and Deputy General 
Counsel of the Corporation, respectively, attend meetings of the Board. 

&. The Vice Presidents, the Secretary, and the Controller shall attend meetings 
of the Board. 

9. The Director of each division of the Commodity Stabilization Service and, 
if the Director so desires, one member of his staff designated by him, shall attend 
meetings of the Board during such times as the meetings are devoted to consid- 
eration of matters relating to his division. 

10. Other persons may attend meetings of the Board upon specific authoriza- 
tion by the Chairman or the President. 


COMPENSATION OF BOARD MEETINGS 


11. The compensation of each Director shall be prescribed by the Secretary of 
Agriculture. Any Director who holds another office or position under the Fed- 
eral Government, the compensation for which exceeds that prescribed by the 
Secretary of Agriculture for such Director, may elect to receive compensation at 
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the rate provided for such other office or position in lieu of compensation as a 
Director. 

12. The officers of the Corporation shall be a President, Vice Presidents as 
hereinafter provided for, a Secretary, a Controller, a Treasurer, a Chief Ac- 
countant, and such additional officers as the Secretary of Agriculture may 
appoint. 

18. The Under Secretary of Agriculture shall be ex officio President of the 
Corporation and the following Commodity Stabilization Service officials shall 
be ex officio officers of the Corporation : 


RIN ie oe oe ce een ciniaie Bm ie __.. Executive Vice President. 
Senociate AGmimintrator.....-....nc-.40-<<---<= Vice President. 
ee ges | Vice Presidents. 
General Sales Manager_........-........._.- Vice President. 
Executive Assistant to the Administrator_.__._ Secretary. 
inarter: DiSOO) LIUWIGION 6 ooo Since c pwc onimoees Controller. 
Deputy Director (in Charge of Finance), Fis- 
I, NNO a te ed Treasurer. 
Deputy Director (in Charge of Accounting), 
PGE. TURIN OU oaobk. onondicuits dcamemnnenee Chief Accountant. 


14. The person occupying, in an acting capacity, the office of any person des- 
ignated ex officio by these bylaws as an officer of the Corporation shall, during 
his occupancy of such office, act as such officer. 

15. Officers who do not hold office ex officio shall be appointed by the Secre- 
tary of Agriculture and shall hold office until their respective successors shall 
be appointed. 

THE PRESIDENT 


16. The President shall be Vice Chairman of the Board and shall perform 
such other duties as the Secretary or the Board may prescribe. 


THE VICE PRESIDENTS 


17. (a) The Executive Vice President shall be the chief executive officer of 
the Corporation. He shall have general supervision and direction of the prep- 
aration of policies and programs for submission to the Board, of the adminis- 
tration of the policies and programs approved by the Board, of the day-to-day 
conduct of the business of the Corporation and of its officers and employees. 

(b) The other Vice Presidents (except as provided in paragraph (c) below) 
shall assist the President and the Executive Vice President in the performance 
of their duties and the exercise of their powers to such extent as the President 
or the Executive Vice President shall prescribe, and shall perform such special 
duties and exercise such powers as may be prescribed from time to time by the 
Secretary of Agriculture, the Board, the President of the Corporation, or the 
Executive Vice President of the Corporation. 

(c) The Vice President who is General Sales Manager of the Commodity 
Stabilization Service, under the general supervision and direction of the Execu- 
tive Vice President, shall be responsible for the preparation of sales policies and 
programs for submission to the Board, and for the administration of the sales 
policies and programs approved by the Board, and shall consult and advise with 
the Board with respect to such policies and programs. He shall also perform 
such special duties and exercise such powers as may be prescribed from time to 
time by the Secretary of Agriculture, the Board, the President of the Corpora- 
tion or the Executive Vice President of the Corporation. 


THE SECRETARY 


18. The Secretary shall attend and keep the minutes of all meetings of the 
Board ; shall attend to the giving and serving of all required notices of meetings 
of the Board; shall sign all papers and instruments to which his signature shall 
he necessary or appropriate; shall attest the authenticity of and affix the seal 
of the Corporation upon any instrument requiring such action; and shall per- 
form such other duties and exercise such other powers as are commonly inci- 
dental to the office of Secretary as well as such other duties as may be pre- 
“ribed from time to time by the President or the Executive Vice President. 
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THE CONTROLLER 


19. The controller shall have charge of all fiscal and accounting affairs of the 
Corporation, including all borrowings and related financial arrangements, claims, 
activities, and formulation of prices in accordance with established policies ; and 
shall perform such other duties as may be prescribed from time to time by the 
President or the Executive Vice President. 









THE TREASURER 


20. The Treasurer, under the general supervision and direction of the Con- 
troller, shall have charge of the custody, safekeeping and disbursement of all 
funds of the Corporation; shall designate qualified persons to authorize disburse- 
ment of corporate funds; shall direct the disbursement of funds by disbursing 
officers of the Corporation or by the Treasurer of the United States, Federal 
Reserve Banks and other fiscal agents of the Corporation, and shall issue 
instructions incidental thereto; shall be responsible for documents relating to 
the general financing operations of the Corporation, including borrowings from 
the United States Treasury, commercial banks and others; shall arrange for 
the payment of interest on and the repayment of such borrowings; shall arrange 
for the payment of interest on the capital stock of the Corporation; shall co- 
ordinate and give general supervision to the claims activities of the Corporation 
and shall have authority to collect all moneys due the Corporation, to receipt 
therefor and to deposit same for account of the Corporation; and shall perform 
such other duties relating to the fiscal and accounting affairs of the Corporation 
as may be prescribed from time to time by the Controller. 




















ACCOUNTANT 





THI 





CHIEE 





21. The Chief Accountant, under the general supervision and direction of the 
Controller, shall have charge of the general books and accounts of the Corpora- 
tion and the preparation of financial statements and reports. He shall be re- 
sponsible for the initiation, preparation and issuance of policies and practices 
related to accounting matters and procedures, including official inventories, 
records, accounting and related office procedures where standardized, and ade- 
quate subsidiary records of revenues, expenses, assets and liabilities; and shall 
perform such other duties relating to the fiscal and accounting affairs of the 
Corporation as may be prescribed from time to time by the Controller. 










OTHER OFFICIALS 









22. Except as otherwise authorized by the Secretary of Agriculture or the 
soard, the activities of the Corporation shall be carried out through the facilities 
and the personnel of the Commodity Stabilization Service, in accordance with 
any assignment of functions and responsibilities made by the Secretary of Agri- 
culture, the Administrator of the Commodity Stabilization Service, the President 
of the Corporation, the Executive Vice President of the Corporation, or the 
Board. 

23. The Directors of the divisions and commodity offices of the Commodity 
Stabilization Service shall be contracting officers and executives of the Corpora- 
tion in general charge of the activities of the Corporation carried out through 
their respective divisions or offices. The responsibilities of such Directors in 
earrying out activities of the Corporation, which shall include the authority 
to settle and adjust claims by and against the Corporation arising out of activities 
under their jurisdiction, shall be discharged in conformity with these bylaws 
and applicable programs, policies, and procedures. 





















BONDS 





24. Such officers and employees of the Corporation, including officers and 
employees of the Department of Agriculture who perform duties for the Cor- 
poration, as may be specified by the Secretary of Agriculture, shall be bonded in 
such manner, upon such conditions, and in such amounts as the Secretary of 
Agriculture may determine. The Corporation shall pay the premium of any bond 
or bonds. 











CONTRACTS OF THE CORPORATION 











25. Contracts of the Corporation relating to any of its activities may be exe 
cuted in its name by the Secretary of Agriculture or the President. The Vice 
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Presidents, the Controller, the Treasurer, the Directors of the divisions and com- 
modity offices of the Commodity Stabilization Service may execute contracts 
relating to the activities of the Corporation for which they are respectively 
responsible. 

26. The Executive Vice President and, subject to the written approval of the 
appointment by the Executive Vice President, the Vice Presidents, the Controller, 
the Directors of the divisions and commodity offices of the Commodity Stabiliza- 
tion Service may appoint, by written instrument or instruments, such ©ontract- 
ing Officers as they deem necessary, who may, to the extent authorized by such 
instrument or instruments, execute contracts in the name of the Corporation. A 
copy of each such instrument shall be filed with the Secretary. 

27. Appointments of contracting officers may be revoked by written instrument 
or instruments by the Executive Vice President or by the official who made the 
appointment. A copy of each such instrument shall be filed with the Secretary. 

28. In executing a contract in the name of the Corporation, an official shall 
indicate his title. 

ANNUAL REPORT 


29. The Executive Vice President shall be responsible for the preparation of 
an annual report of the activities of the Corporation, which shall be filed with 
the Secretary of Agriculture and with the Board. 


AMENDMENTS 


30. These bylaws may be altered or amended or repealed by the Secretary of 
Agriculture, or, subject to his approval, by action of the Board concurred in by 
at least four Directors at any regular meeting of the Board or at any special 
meeting of the Board, if notice of the proposed alteration, amendment, or repeal 
be contained in the notice of such special meeting or if every Director shall be 
present at such special meeting. 


SUPERVISION OF CORPORATION AND BOARD 


31. The Corporation and the Board shall be subject to the general supervision 
and direction of the Secretary of Agriculture, and the actions of the Board shall 
be subject to the approval of the Secretary of Agriculture. 


U.S. DEPARTMENT OF AGRICULTURE 
ComMMopItTy STABILIZATION SERVICE 
COMMODITY CREDIT CORPORATION 
ORGANIZATION AND FUNCTIONS—DELEGATIONS OF AUTHORITY 


(Reprinted from Federal Register of July 8, 1958, as amended August 15, 
1958) 


I. General. Effective November 2, 1953, the Commodity Stabilization Service 
was established by Secretary’s Memorandum No. 1320, Supplement 4. This 
Service is responsible for planning, coordinating and administering production 
adjustment activities including acreage allotments and marketing quotas; for 
formulating proposed programs and administering programs adopted by Com- 
modity Credit Corporation and related programs to adjust and stabilize the pro- 
duction, supply, price, and carry-over of agricultural commodities, to sell and 
otherwise dispose of Government-owned surplus commodities through domestic 
and foreign outlets; for financing the commercial sale and exportation of surplus 
commodities for foreign currencies ; for conducting procurement, processing, ship- 
ment, payment, and related service operations on surplus removal and supply 
programs directed by other Services of the Department and by other agencies; 
for the acreage reserve and conservative reserve programs of the Soil Bank Act 
assigned to the CSS.and the Agricultural Stabilization and Conservation Com- 
mittees; for emergency feed programs for the relief of agriculture from the effects 
of any major disaster; and for assigned mobilization planning, stockpiling, and 
defense activities. The principal office of the Commodity Stabilization Service 
is at Washington, D.C., in the Administration Building of the U.S. Department of 
Agriculture. It consists of offices and divisions listed in the following paragraph. 





II. Organization, Commodity Stabilization Service. A. The following is a 
listing of the CSS by reporting lines. 

1. Administrator 

Associate Administrator. 

General Sales Manager, CSS. 

Disaster Livestock Feed Staff. 

Internal Audit Division. 

Compliance and Investigation Division. 

Food and Materials Requirements Division. 

2. Deputy Administrator, Production Adjustment 

Performance Division. 

Soil Bank Division. 

Area Directors. 

ASC State Officers. 

ACS County Offices. 

3. Deputy Administrator, Price Support 

Cotton Division. 

Grain Division. 

Livestock and Dairy Division. 

Oils and Peanut Division. 

Sugar Division. 

Tobacco Division. 

Price Division. 

Barter and Stockpiling Division. 

4. Deputy Administrator, Operations 

Administrative Services Division. 

Personnel Management Division. 

Budget Division. 

Information Division. 

Fiscal Division. 

Transportation and Storage Services Division. 

CSS Commodity Offices: Cincinnati, Dallas, Evanston, Kansas City, Minne- 
apolis, New Orleans, Portland. 

III. Functional responsibilities. The following are the responsibilities of the 
organizational units of the Commodity Stabilization Service, listed in accordance 
wth reporting lines. 

A. Administrator. The Administrator, who is also the Executive Vice Presi- 
dent of the Commodity Credit Corporation, is responsible to the Assistant Sec- 
retary in charge of Agricultural Stabilization for the general direction and 
supervision of programs assigned to the Commodity Stabilization Service. 

Associate Administrator. The Associate Administrator acts for and assists 
the Administrator in formulating and administering the policies and programs 
of CSS and CCC. The Associate Administrator is also Vice President of the 
CCC. In the absence or unavailability of the Administrator, the Associate Ad- 
ministrator exercises the powers and performs the duties of the Administrator 
of CSS and the Executive Vice President of CCC. 

1. General Sales Manager, CSS. The General Sales Manager, CSS, who repre- 
sents the Administrator in developing and determining policies to expand sales 
opportunities for, and sales of agricultural commodities owned by CCC, is pri- 
marily responsible for (1) directing and coordinating sales policies and pro- 
grams and, (2) consulting and advising with, and reporting to the Board of 
Directors, CCC, through the Administrator, on policies, programs and prob- 
lems arising out of the expanded effort directed toward the increased sales of 
government-owned surplus commodities through domestic and foreign outlets. 
The General Sales Manager, CSS, is also Vice President of the Commodity 
Credit Corporation. 

2. Disaster Livestock Feed Staff. The Disaster Livestock Feed Staff repre- 
sents the Administrator in matters pertaining to emergency feed programs for 
relief of agriculture from the effects of any major disaster. It is primarily 
responsible for the operation of approved emergency feed and grazing pro- 
grams including: management of related cooperative agreements assumed by 
USDA; establishment and maintenance of adequate working arrangements with 
State and County USDA Disaster Committees through established CSS and 
ASC facilities to support Governor’s request to the President for major disaster 
designation. For designated areas the Staff conducts investigations to sup- 
port Secretary’s recommendations; reappraises conditions for recommending 
program termination or extension; issues regulations and instructions; and ar- 
ranges for investigations of alleged program violations. 
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3. Internal Audit Division. The Internal Audit Division advises the Admin- 
istrator in the formulation of plans and policies to insure sound and progressive 
audit practices and procedures; and formulates and administers a comprehensive 
audit program covering all operations of CSS, CCC, ASC State and County 
Offices, their agents and contractors. The Washington Field Office, Fiscal 
Division, Commodity Stabilization Service, Washington, D.C., and the ASC State 
and County Offices in the following States are served by the Internal Audit 
Division, Commodity Stabilization Service, Washington, D.C.: Connecticut, 
Delaware, District of Columbia, Maine, Maryland, Massachusetts, New Hamp- 
shire, New Jersey, New York, Pennsylvania, Rhode Island, Vermont, West 
Virginia, and Virginia (except agents and contractors under peanut and cotton 
programs). 

a. Field Offices. Field Offices of the Internal Audit Division conduct audits 
within their geographical areas. The Chiefs of Field Offices, Internal Audit 
Division report to the Director, Internal Audit Division. Feld Offices are located 
at the following addresses and serve the States as shown: 

Field Office, Internal Audit Division, Commodity Stabilization Service, U.S. 
Department of Agriculture, 881 Peachtree Street NE., Atlanta 9, Ga.: Alabama, 
Arkansas, Florida, Georgia, Louisiana, Mississippi, North Carolina, South 
Carolina, Tennessee, Caribbean Area, and agents and contractors under peanut 
and cotton programs in Virginia. CSS Commodity Offices at Cincinnati, Ohio 
and New Orleans, La. 

Field Office, Internal Audit Division, Commodity Stabilization Service, U.S. 
Department of Agriculture, 1212 North Lake Shore Drive, Chicago 10, IIL: 
Illinois, Indiana, Iowa, Kentucky, Michigan, Minnesota, Montana, North Dakota, 
Ohio, South Dakota, Wisconsin. CSS Commodity Offices at Evanston, Ill., and 
Minneapolis, Minn. 

Field Office, Intenal Audit Division, Commodity Stabiliaztion Service, U.S. 
Department of Agriculture, 376 Merchandise Mart Bldg., Dallas 1, Tex.: Colo- 
rado, Kansas, Missouri, Nebraska, New Mexico, Oklahoma, Texas, Wyoming. 
CSS Commodity Offices at Dallas, Tex, and Kansas City. Mo. Denver Field 
Office, Fiscal Division, Denver, Colo. 

Field Office, Internal Audit Division, Commodity Stabilization Service, U.S. 
Department of Agriculture, 821 Market Street, Room 324, San Francisco, Calif. : 
Arizonia, California, Idaho, Nevada, Oregon, Utah, Washington, Territory of 


Alaska and Territory of Hawaii. CSS Commodity Office at Portland, Oreg. 


4. Compliance and Investigation Division. The Compliance and Investigation 
Division advises the Administrator in the formulation of plans and policies to 
insure maximum compliance with laws, regulations and other requirements gov- 
erning programs and activities: administers a compliance and investigations 
program for all operations of CSS, CCC, and ASC State and County Offices. 

a. Field Offices. Field Offices of the Compliance and Investigation Division 
develop and execute compliance and investigation practices, procedures and 
surveys within their geographical areas. The Chiefs of Field Offices, Compliance 
and Investigation Division, report to the Director, Compliance and Investigation 
Division. Field Offices are located at the following addresses and serve the 
States as shown: 

Field Office, Compliance and Investigation Division, Commodity Stabilization 
Service, U.S. Department of Agriculture, 1389 Centre Street, New York 13, N.Y.: 
Connecticut, Delaware, Maine, Maryland, Massachusetts, New Hampshire, New 
York, Pennsylvania, Rhode Island, Vermont, West Virginia, New Jersey. 

Field Office, Compliance and Investigation Division, Commodity Stabilization 
Service, U.S. Department of Agriculture, 50 Seventh Street NE., Atlanta 23, Ga.: 
Alabama, Florida, Georgia, Kentucky, Mississippi, North Carolina, South Caro- 
lina, Tennessee, Virginia. 

Field Office, Compliance and Investigation Division, Commodity Stabilization 
Service, U.S. Department of Agriculture, 1212 North Lake Shore Drive, Chicago 
10, Ill.: Tlinois, Indiana, Iowa, Michigan, Minnesota, Missouri, Nebraska, North 
Dakota, Ohio, South Dakota, Wisconsin. 

Field Office, Compliance and Investigation Division, Commodity Stabilization 
Service, U.S. Department of Agriculture, Rm. 502, 708 Jackson Street, Dallas 2, 
Tex.: Arkansas, Colorado, Kansas, Louisiana, New Mexico, Oklahoma, Texas. 

Field Office, Compliance and Investigation Division, Commodity Stabilization 
Service, 180 New Montgomery Street, San Francisco 5, Calif.: Arizona, Cali- 
fornia, Idaho, Montana, Nevada, Oregon, Utah, Washington, Wyoming. 

5. Food and Materials Requirements Division. The Food and Materials Re- 
quirements Division determines overall requirements and adequacy of supplies 
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of food and other agricultural commodities, related nonfood requisites and man- 
power under peacetime and mobilization conditions by correlating data pertaining 
to requirements and availability. The Division coordinates USDA responsi- 
bilities pertaining to: expansion programs for food, food facilities, nonfood 
requisites and the National Stockpile; allocation of food supplies; planning 
stabilization measures under mobilization conditions; and facilities protection 
and post attack rehabilitation. The Division administers functions pertaining 
to individual nonfood materials such as distribution controls for farm equipment 
and commercial fertilizer; and it coordinates or administers related peacetime 
and mobilization functions. 

B. Deputy Administrator, Production Adjustment. The Deputy Administra- 
tor, Production Adjustment, is primarily responsible for planning, coordinating, 
and administering production adjustment programs, including acreage allotments 
and marketing quotas; for the stabilization of sugar production; for planning, 
coordinating and administering the acreage reserve and conservation reserve 
programs of the Soil Bank Act assigned to CSS and Agricultural Stabilization 
and Conservation Committees; for directing the operations of Agricultural 
Stabilization and Conservation (ASC) State and County Offices; and for assigned 
defense food activities. The Deputy Administrator, Production Adjustment, is 
responsible for directing the activities of the Performance Division. The Deputy 
Administrator, Production Adjustment is also Vice President of the Commodity 
Credit Corporation. 

1. Performance Division. The Performance Division formulates and adminis- 
ters an overall plan and policy to insure that ASC State and County Committees 
determine each farm operator’s compliance with acreage allotments, acreage 
bases, sugar proportionate shares and the acreage reserve and the conservation 
reserve programs. It coordinates the development of uniform and complete 
policies, procedures, methods and forms for determining performance of Agri- 
cultural Conservation and Production Adjustment programs administered 
through ASC State and County Offices ; and it administers the aerial photography 
program for CSS. 

a. Aerial Photography Laboratories. The Performance Division maintains 
two Aerial Photography Laboratories which plan, organize and direct the photo- 
grammetric service for CSS and cooperating agencies. The Chiefs of Aerial 
Photography Laboratories report to the Director, Performance Division. 

2. Soil Bank Division. The Soil Bank Division formulates and administers 
policies and programs in accordance with the provisions of the Soil Bank Act 
assigned to the Commodity Stabilization Service and the Agricultural Stabiliza- 
tion and Conservation Committees including (1) all aspects of the acreage re 
serve program, (2) annual rental provisions of the conservation reserve program. 
The Division assists the Agricultural Conservation Program Service in develop- 
ing the list of practices and rates of payments for practices approved for cost 
sharing under the conservation reserve phase of the Soil Bank programs. 

3. Area Directors. The Area Directors have responsibility within specific geo- 
graphic areas for the administration of assigned Agricultural Stabilization and 
Conservation programs within ASC State Offices, Insular Areas, and County 
Offices. The Area Directors report to the Deputy Administrator, Production 
Adjustment. 

4. Agricultural Stabilization and Conservation Offices. Responsibility for the 
administration of Agricultural Stabilization and Conservation State, Insular, 
and County Offices has been assigned to the Commodity Stabilization Service by 
the Secretary of Agriculture, pursuant to Reorganization Plan No. 2 of 1953. 

a. ASC State Offices. ASC State Offices recommend and suggest agricultural 
programs applicable to the State or Insular Area. They coordinate the execu- 
tion of agricultural conservation and stabilization, production adjustment, price 
support, acreage reserve, conservation reserve, sugar proportionate shares and 
conditional payments programs and other assigned programs; and direct and 
coordinate the activities of county offices. The ASC State Chairman of each 
ASC State Committee reports to the Area Director having responsibility for 
the area to which the specific State or Territory is assigned. 

(1) ASCO County Offices. ASC County Offices recommend and suggest to the 
ASC State Committee agricultural programs applicable to the county. They 
execute agricultural conservation and stabilization, production adjustment, price 
support, acreage reserve, conservation reserve, sugar proportionate shares and 
conditional payments programs and other assigned programs requiring direct 
dealings with the farmer. The Chairmen of ASC County Committees report 
to the Chairman of their particular ASC State Committee. 
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ce. Deputy Administrator, Price Support. The Deputy Administrator, Price 
Support, is primarily responsible for planning and developing price support, 
foreign supply, commodity disposal (except CCC sales), and other assigned pro- 
grams of the CCC, and redemptions of Soil Bank certificates in grain; for ad- 
ministration of the International Wheat Agreement; for coordinating assigned 
activities relating to a national stockpile of strategic and eritical material; for 
liaison with other Services of the Department on the development and coordina- 
tion of assigned surplus removal, purchase, diversion, and export payment activi- 
ties; for assigned defenses food activities; and for directing and coordinating 
the policies, operations and technical services of assigned divisions. The Deputy 
Administrator, Price Support, is responsible for the activities of the Cotton Divi- 
sion, Grain Division, Livestock and Dairy Division, Oils and Peanut Division, 
Sugar Division, Tobacco Division, Price Division, and Barter and stockpiling 
Division. The Deputy Administrator, Price Support, is also Vice President of 
the Commodity Credit Corporation. 

1. Commodity Divisions. There are six Commodity Divisions, each of which 
report to the Deputy Administrator, Price Support. These divisions and the 
specific commodity assignments of each are as follows: 


Commodity Division and Specific Assignments 


Cotton—Upland cotton, extra long staple cotton, cotton products, cottonseed, 
linters and other fibers, and the acreage reserve program of the Soil Bank Act. 

Grain—Grain, grain products and related commodities ; and operations under 
the International Wheat Agreement, and the acreage reserve program of the 
Soil Bank Act. 

Livestock and Dairy—Livestock, meat products, wool, mohair, poultry, poul- 
try products, milk, butterfat and their products. 

Oils and Peanut—Peanuts, tung nuts, castor beans, fats, oils and other assigned 
commodities, and acreage reserve program of the Soil Bank Act. 

Sugar—Sugar, sugarcane, sugar beets, sugar-containing products, and other 
assigned commodities: also activities pertinent to the Sugar Act of 1948, and the 
International Sugar Agreement. 

Tobacco—Tobacco, tobacco products and byproducts, and naval stores, and the 
acreage reserve program of the Soil Bank Act. With respect to commodities 
assigned, general responsibilities of the Commodity Divisions include: 

a. Formulating and administering policies and programs pertaining to pro- 
duction, production adjustment, price support, foreign supply, purchase, sale, dis- 
posal other than CCC sales, warehousing, and assigned defense activities. 

b. Preparing instructions and procedures for signature of appropriate Deputy 
Administrator with respect to programs carried out through ASC State, In- 
sular and County Offices, CSS Commodity Offices and agents of CCC; and review- 
ing the progress of such programs through inspection and reports. 

2. Price Division. The Price Division administers a price program by develop- 
ing guides and standards for use in establishing prices, differentials, and margins 
in connection with price support, inventory, sales, disposal, surplus removal, 
diversion, export payment, import control, foreign trade, and related programs, 

8. Barter and Stockpiling Division. The Barter and Stockpiling Division 
plans, develops, and administers an operational program involving negotiation, 
contracting, and administration of exchanges or barters of agricultural commodi- 
ties for strategic and critical materials for the National Stockpile and for mate- 
rials, goods, and equipment to meet overseas needs for foreign aid, military 
assistance, offshore construction programs, and foreign-produced goods for mili- 
lary procurement programs; administers activities which relate to the procure- 
nent of materials for the National Stockpile through barter. 

D. Deputy Administnator, Operations. The Deputy Administrator, Opera- 
tions, is primarily responsible for directing and coordinating the overall man- 
agement program for CSS-CCC, and ASC, and directing and coordinating the 
many and diverse aspects of price-support program operations in the field; 
reviewing and appraising program operations and mangement services and 
recommending adjustments and changes in policies and operations; for direct- 
ing and coordinating the policies and operations of assigned divisions and CSS 
Commodity Offices; providing management reviews an? appraisals of the opera- 
tions of participating governmental and nongovernmental organizations, recom- 
mending adjustments for the orderly, economical, and efficient execution of pro- 
srams; and for assigned defense food activities. The Deputy Administrator, 
Operations, is responsible for the activities of the Administrative Services Divi- 
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ision, Budget Division, Fiscal Division, Personnel Management Division, Infor- 
mation Division, Transportation and Storage Services Division, and for the 
activities of CSS Commodity Offices. 

1. Administrative Services Division. The Administrative Services Division 
formulates and administers an administrative services program on records and 
forms management, procedure and communications management, procurement 
management, real and personal property management, and related office services: 
installs, maintains, operates, or supervises the operation of administrative sery- 
ices in Washington and field offices, including ASC State and County Offices, 
The following States are served by the Administrative Services Division, Wash- 
ington, D.C. : 


Alabama Louisiana North Carolina 
Arkansas Maine Ohio 
Connecticut Maryland Pennsylvania 
Delaware Massachusetts Rhode Island 
Florida Michigan South Carolina 
Georgia Mississippi Tennessee 
Illinois Missouri Vermont 
Indiana New Hampshire Virginia 

Igwa New Jersey West Virginia 
Kentucky New York Wisconsin 


(a) Field Office. The Field Office of the Administrative Services Division in 
Denver, Colorado, directs and coordinates the management of administrative 
services within the designated geographical area which comprises its territory. 
The field office is located at the following address and serves the States shown: 

Field Office, Administrative Services Division, Commodity Stabilization Seryv- 
ice, U.S. Department of Agriculture, Bldg. 53, Denver Federal Center, Denver 2, 
Colo.: Arizona, California, Colorado, Idaho, Kansas, Minnesota, Montana, Ne 
braska, Nevada, New Mexico, North Dakota, Oklahoma, Oregon, South Dakota, 
Texas, Utah, Washington. Wyoming. 

2. Personnel Management Division. The Personnel Management Division 
formulates and administers a personnel management program, including employ- 
ment, qualifications, position classification, employee relations, employee sugges- 
tions and incentives, personnel investigation, training, safety promotion, organi- 
zation planning and management improvement activities. The Division installs, 
maintains, operates, coordinates or supervises the operation of the personnel 
management program in CSS Washington and field offices, including CSS Com- 
modity Offices and in ASC State and County Offices. The following States are 
served by the Personnel Management Division, Washington, D.C.: 


Alabama. Louisiana. North Carolina. 
Arkansas. Maine. Ohio. 
Connecticut. Maryland. Pennsylvania. 
Delaware. Massachusetts. Rhode Island. 
Florida. Michigan. South Carolina. 
Georgia. Mississippi. Tennessee. 
Tilinois. Missouri. Vermont. 
Indiana. New Hampshire. Virginia. 

Towa. New Jersey. West Virginia. 
Kentucky. New York. Wisconsin. 


(a) Field Office. The Field Office of the Personnel Management Division in 
Denver, Calorado, directs and coordinates the execution of position classification, 
employment, employee training, employee relations, incentives, information, 
safety promotion and related functions within the designated geographical area 
which comprises its territory. The field office is located at the following address 
and serves the States shown: : 

Field Office, Personnel Management Division, CSS, U.S. Department of Agri- 
culture, Bldg. 53, Denver Federal Center, Denver 1, Colo.: Arizona, California, 
Colorado, Idaho, Kansas, Minnesota, Montana, Nebraska, Nevada, New Mexico, 
North Dakota, Oklahoma, Oregon, South Dakota, Texas, Utah, Washington, 
Wyoming. 

3. Budget Division. The Budget Division formulates and administers CSS, 
CCC and ASC State and County Office budget plans, policies, presentation and 
procedures, covering all funds utilized, including administrative expense funds, 
Corporate capital funds, funds appropriated for payments to farmers, funds 
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allocated from other sources and other funds, and coordinates all activities related 
to legislation affecting CSS and CCC programs. 

4. Information Division. The Information Division formulates and admin- 
isters a comprehensive information service program, including current releases, 
background statements, technical and popular publications, educational services, 
annual and special reports, radio and television scrips, and other information 
material for authorized dissemination to the public and to the trade. 

5. Fiscal Division. The Fiscal Division formulates and administers fiscal and 
claims policies for CSS and CCC and for ASC State and County Offices; de- 
velops, implements and installs systems, accounts, methods and procedures re- 
lating to CCC financing and to accounting for programs and program activities 
financed with CSS, CCC and other funds available to CSS and ASC State and 
County Offices, including administrative funds; analyzes financial and operating 
data and prepares financial statements; exercises technical direction over fiscal 
activities of CSS offices, fiscal agents and ASC State and County Offices. 

a. Field Offices. Field Offices of the Fiscal Division are responsible for the 
operation of accounting systems to provide control over appropriated and other 
funds of CSS, including funds of other agencies made available to CSS for activ- 
ities within the jurisdictional area; and direct and coordinate assigned fiscal 
and claims work within their designated geographical areas. 

Field Office (Washington), Fiscal Division, CSS, U.S. Department of Agri- 
culture, Washington 25, D.C.: CSS Divisions and offices in Washington. ASO 
State Offices and field offices of the Internal Audit Division and Compliance and 
Investigation Division located in the following States: Alabama, Arkansas, 
Connecticut, Delaware, Florida, Georgia, Illinois, Indiana, Iowa, Kentucky, 
Louisiana, Maine, Maryland, Massachusetts, Michigan, Mississippi, Missouri, 
New Hampshire, New Jersey, New York, North Carolina, Ohio, Pennsylvania, 
Rhode Island, South Carolina, Tennessee, Vermont, Virginia, West Virginia and 
Wisconsin and the ASC Caribbean Area Office. Also the New York Cotton 
Products Export Office (in New York City) of the New Orleans CSS Commodity 
Office, and the CSS Commodity Office located in Cincinnati, Ohio. 

Field Office (Denver), Fiscal Divisoin, CSS, U.S. Department of Agriculture, 
Federal Center Bldg. 53, Denver 2, Colo.: ASC State Offices and field offices of 
Internal Audit Division and Compliance and Investigation Division located in 
the following States: Arizona, California, Colorado, Idaho, Kansas, Minnesota, 
Montana, Nebraska, Nevada, New Mexico, North Dakota, Oklahoma, Oregon, 
South Dakota, Texas, Utah, Washington, Wyoming, and the Western Labora- 
tory of the Performance Division. Also, the CSS Commodity Offices located 
in Evanston, Illinois, Dallas, Texas, Kansas City, Missouri, Minneapolis, Minne- 
sota, New Orlean, Louisiana, and Portland, Oregon, and the ASC Insular offices 
for the Hawaiian Area and Alaska. 

6. Transportation and Storage Services Division. The Transportation and 
Storage Services Division formulates and administers overall transportation 
programs for CSS-CCC; negotiates charters and books ocean shipping space for 
assigned programs; carries out assigned responsibilities under the Cargo Pref- 
erence Act; provides technical assistance and advice to CSS Commodity Offices 
on storage operations within overall storage policies; and carries out assigned 
defense activities. 

7. CSS Commodity Offices. There are seven CSS Commodity Offices which 
report to the Deputy Administrator, Operations. These Offices execute pro- 
grams and conduct operations on commodity loans, purchases, movements, stor- 
age, sales and disposals, and export financing; conduct all necessary fiscal ex- 
amination, payment, and accounting work on assigned programs. CSS Com- 
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modity Offices are located at the following addresses and the commodity respon- 
sibilities and territorial jurisdictions are shown opposite each address: 












Office address Commodity responsibility Area served 










Cincinnati CSS Commodity Of- | Processed commodities, includ- | District of Columbia and all 







fice, Commodity Stabilization ing butter, cheese, nonfat dry States currently serviced by the 

Service, U.S. Department of milk solids, linseed oil, live Evanston, Dallas, Kansas City, 

Amiculture, 222 East Central stock products, and processed | and Minneapodlis Commodity 

Parkway, Cincinnati 2, Ohio fiuits and vegetables. Honey Offices. , 
ter 


ind tung oil inventories af 










take-over by al commodity 
otfice except Portland 
Dallas CSS Commodity Office, | All commodities, except pro- | Alabama, Arkansas, Florida, 
Commodity Stabilization Serv- cessed commodities and com- Georgia, Louisiana, Mississippi, 
ice, U.S. Department of Agri- moditi lesignated for central- New Mexico, North Carolina, 
enlture, 500 South Ervay Street, ized field adn t on by Oklahoma, Sout! Carolina, 
D 7 New ( Cc modity Of lennessee, Texas, Puerto Rico, 







Evanston CSS Commodity Office, | All commodities except processed | Connecticut, Delaw . Iilinois, 
Cr iodity Stabilization Serv- commodities and commodities Indiana, Iowa, Kentucky, 
ice Department of Agri- lk nated for centr 1 field Maine, Marvland, Massa- 
culture, 2201 Howard Street, Iministratio nd ‘setts, Michigan, New 
Evanston, Ill. New Orleans Commodity Of- | Hampshire, New Jersey, New 

fic York, Ohio, Pennsylvania, 
Rhode Island, Vermont, Vir- 











Acricult e, Wirth Bldg., 12 ( ) ) TY 
Marais Strect, New Orleans 16, 
La 

Portland CSS Commodity Office, All mnt lities, except those Arizona, California, Idaho, Ne 
Commodity Stabi ition S¢ ‘ designated cent ized field vada, Oregon, Ut . Washing- 
ice, U.S. Department of Agri- viministration by New Or- ton, Territory of Hawaii, Ter- 
culture, 1218 SW. Washington leans and Dallas Commodity ritory of Alaska 
Street, Portland 5, Oreg. 0 










IV. Contracting and Claims Officers and representatives of the Secretary—aA. 
CCC Contracting Officers. CCC Contracting Officers are appointed by the Execu- 
tive Vice President, CCC or by Division and Commodity Office Directors with the 
approval of the Executive Vice President of the Commodity Credit Corporation 
and may to the extent authorized by their appointment execute contracts relat- 
ing to activities of the Commodity Credit Corporation for which the Division or 
office is responsible. The names of such officers and information with respect to 
their authority may be obtained from the appropriate Director. 

B. Representatives of the Secretary. Representatives of the Secretary are 
appointed by Division and Commodity Office Directors, subject to the written ap- 
proval of the Administrator Commodity Stabilization Service, and may, to the 
extent authorized by their appointment execute contracts relating to the activi- 
ties under commodity programs approved pursuant to section 32 of the act of 
August 24, 1935, as amended or section 6 of the National School Lunch Act for 
which the Division or Office is responsible. The names of such officers and in- 
formation may be obtained from the appropriate Director. 

C. CCC Claims Officers. CCC Claims Officers are appointed by the Executive 
Vice President, CCC; or by Division and Commodity Office Directors with the 
approval of the Executive Vice President of the Commodity Credit Corporation 
and may settle certain types of claims by and against the Commodity Credit 
Corporation. The names of such officers and information with respect to their 
authority may be obtained from the appropriate Director. 
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V. Delegations of authority—A. Administrator. The Administrator formu- 
lates and administers programs assigned to CSS under delegated authority from 
the Secretary of Agriculture (19 F. R. 74). This includes authority to execute 
any document, authorize any expenditure, promulgate any rule, regulation, order 
or instruction required by law or deemed by him to be necessary and proper to 
the discharge of the functions assigned to the CSS, and to take any other actions 
incident to the discharge of such functions. This authority is exercised under 
the general direction and supervision of the Assistant Secretary in charge of 
Agricultural Stabilization and is subject to the general responsibility of the 
Secretary to the President and to Congress. 

In no case does any delegation of authority to the Administrator preclude the 
Secretary from exercising any of the powers or functions so delegated. With 
the exception of authorities which are restricted from redelegation, the Admin- 
istrator may delegate his authority and provide for the redelegation thereof to 
appropriate officers and employees. General delegations of authority are cited in 
paragraphs V B and V C. 

B. Members of the Administrator's Immediate Staff. Subjeet to any restric- 
tions on redelegation of authority by heads of agencies, the Administrator has 
delegated to the Associate Administrator authority to act for him in his absence 
or inability to act, including the exercise of all powers and authorities which he 
himself holds: to the Deputy Administrator, Production Adjustment, the Deputy 
Administrator, Price Support, and the Deputy Administrator, Operations, the 
General Sales Manager, CSS, and Chief of Disaster Livestock Feed Staff, author- 
ity to establish and interpret policies, institute activities and operations, execute 
documents, issue instructions and orders, and perform any other actions necessary 
to the performance of their assigned functions and responsibilities, as currently 
assigned or as hereafter assigned to them. Except when redelegation is specifi- 
cally prohibited, this authority includes the power of redelegation. 

©. Directors of Divisions and CSS Commodity Offices. Under the general super- 
vision and direction of the Administrator or of the Deputy Administrator who 
has been specifically assigned responsibility for direction of the programs and 
activities involved, the directors of all divisions of the CSS and directors of all 
CSS commodity offices are authorized to execute contracts, agreements, and other 
documents; settle and adjust CCC claims within limitations established by the 
Commodity Credit Corporation; and perform any other actions necessary to the 
performance of their assigned functions and responsibilities. All authorities 
shall be exercised within the confines of administrative and functional areas of 
jurisdiction and in the case of commodity divisions and CSS commodity offices, 
in accordance with commodity assignments. Current functions, responsibilities, 
and commodity assignments are set forth in paragraph III C, D. With the excep- 
tion of authorities which are restricted from redelegation, this authority includes 
the power of redelegation. This statement of authority shall not be construed as 
waiving any restrictions, limitations, or requirements stated in the specific 
delegation of authority or imposed in governing policies, rules, regulations, or 
procedures. 

VI. Availability of records and information. Any person desiring informa- 
tion or to make submittals or requests with respect to the programs and func- 
tions of this Service, should address his request to: Administrator, Commodity 
Stabilization Service, U.S. Department of Agriculture, Washington, D.C., or to 
the Director of the particular Division or Office, Commodity Stabilization Serv- 
ice, U.S. Department of Agriculture, Washington, D.C. The records of the 
Service and its Divisions and Offices are available for examination in accordance 
with rules and designations of records issued by the Secretary., 

VII. Prior authorization and delegations. All actions relating to any fune- 
tion affected hereby, and previous delegations of authority, with respect thereto, 
shall remain in effect except as they are inconsistent herewith or are hereafter 
amended or revoked under proper authority; and nothing herein shall affect 
the validity of anything heretofore done under previous delegations of authority 
or assignment of functions. 

Done at Washington, D.C., this 1st day of July 1958. 


[SEAL] WALTER C. BERGER, 
Administrator, 
Commodity Stabilization Service. 


Approved : 
TRUE D. Morse, 
Under Secretary of Agriculture and President, Commodity Credit 
Corporation. 


ADDITIONAL FUNCTIONS AND RESPONSIBILITIES 


Through its agricultural stabilization and conservation State and county com- 
mittees, the Commodity Stabilization Service is also responsible at field levels 
for the operations of the agricultural conservation program and the emergency 
conservation measures program, and for assigned functions under the Great 
Plains conservation program. 


AUTHORIZATION AND REGULATIONS FOR Domestic Sates sy CCC 


(The following material was furnished to supplement information 
requested on p. 1732.) 


Section 407, THe AGRICULTURAL AcT oF 1949 
RESTRICTIONS ON SALES BY CCC 


Sec. 407. The Commodity Credit Corporation may sell any farm commodity 
owned or controlled by it at any price not prohibited by this section. In deter- 
mining sales policies for basic agricultural commodities or storable nonbasic 
commodities, the Corporation should give consideration to the establishing of 
such policies with respect to prices, terms, and conditions as it determines will 
not discourage or deter manufacturers, processors, and dealers from acquiring 
and carrying normal inventories of the commodity of the current crop. The Cor- 
poration shall not sell any basic agricultural commodity or storable nonbasic 
commodity at less than 5 per centum above the current support price for such 
commodity, plus reasonable carrying charges: Provided, That effective with the 
beginning of the marketing year for the 1961 crop, the Corporation shall not sell 
any upland or extra long staple cotton for unrestricted use at less than 15 per- 
centum above the current support price for cotton plus reasonable carrying 
charges, except that the Corporation may, in an orderly manner and so as not 
to affect market prices unduly, sell for unrestricted use at the market price at 
the time of sale a number of bales of cotton equal to the number of bales by 
which the national marketing quota for such marketing year is reduced below 
the estimated domestic consumption and exports for such marketing year pur- 
suant to the provisions of section 342 of the Agricultural Adjustment Act of 
1938, as amended. The foregoing restrictions shall not apply to (A) sales for 
new or byproduct uses; (B) sales of peanuts and oilseeds for the extraction 
of oil; (C) sales for seed or feed if such sales will not substantially impair any 
price-support program; (D) sales of commodities which have substantially de 
teriorated in quality or as to which there is a danger of loss or waste through 
deterioration or spoilage; (FE) sales for the purpose of establishing claims aris- 
ing out of contract or against persons who have committed fraud, misrepre 
sentation, or other wrongful acts with respect to the commodity: (F) sales for 
export; (G) sales of wool; and (H)_ sales for other than primary uses. Not- 
withstanding the foregoing, the Corporation, on such terms and conditions as 
the Secretary may deem in the public interest, shall make available any farm 
commodity or product thereof owned or controlled by it for use in relieving dis- 
tress (1) in any area in the United States declared by the President to be an 
acute distress area because of unemployment or other economic cause if the 
President finds that such use will not displace or interfere with normal market- 
ing of agricultural commodities and (2) in connection with any major disaster 
determined by the President to warrant assistance by the Federal Government 
under Public Law 875, Eighty-first Congress, as amended (42 U.S.C. 1855). Ex- 
cept on a reimbursable basis, the Corporation shall not bear any costs in con- 
nection with making such commodity available beyond the cost of the commod- 
ities to the Corporation in store and the handling and transportation costs in 
making delivery of the commodity to designated agencies at one or more central 
locations in each State. Nor shall the foregoing restrictions apply to sales of 
commodities the disposition of which is desirable in the interest of the effective 
and efficient conduct of the Corporation’s operations because of the small quan- 
tities involved, or because of age, location, or questionable continued storability, 
but such sales shall be offset by such purchases of commodities as the Corpora- 
tion determines are necessary to prevent such sales from subtantially impair- 
ing any price-support program, but in no event shall the purchase price exceed 
the then current support price for such commodities. For the purposes of this 
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section, Sales for export shall not only include sales made on condition that the 
identical commodities sold be exported, but shall also include sales made on con- 
dition that commodities of the same kind and of comparable value or quantity 
be exported, either in raw or processed form. (7 U.S.C. 1427) 


UNIrTEepD STATES DEPARTMENT OF AGRICULTURE 
Com MObITY CREDIT CORPORATION 


Washington, D.C. 
No. Ca—26 (Revision II) 
June 22, 1956 
To: Directors of CSS commodity offices : 
Joseph Haspray, Chicago 
C. H. Moseley, Dallas 
Donald E. Smith, Kansas City 
James A. Cole, Minneapolis 
Earl C. Corey, Portland 


From : Vice president. 
Subject: Sales authorization under docket CZ 200 (Revision 1) 

Delegation of Authority CA—26, Revised (memorandum from the Acting Presi- 
dent, CCC, dated August 23, 1951) is revised to read as follows: 

In accordance with provisions contaixed in docket CZ 200 Revision I ‘Policy for 
Disposal of Commodities Acquired Under Commodity Credit Corporation,” this 
memorandum authorizes the Directors of CSS commodity offices and the assistant 
directors and the chiefs of the program operations divisions when designated 
toso act by the respective Director of the CSS commodity office, as designees of the 
Vice President, CCC, to approve in writing the following types of commercial 
sales of grain, including flaxseed, seeds, soybeans, dry edible beans, and dry 
edible peas. 

1. Sales of commodities which have substantially deteriorated in quality for 
unrestricted use. 

2. Sales of commodities which are not acceptable for storage because the pres- 
ent condition thereof renders them in danger of loss or waste through deteriora- 
tion or spoilage: 

(a) for feed. 

(b) for unrestricted use, when sales for feed involve undue loss to the 

Corporation. 

Determinations under this item 2 are not to be based solely on the grade and 
quality of the commodity as shown by the inspection report, but also on your 
judgment as to whether, all factors considered, deterioration would be likely 
to result before the commodity could be disposed of under any other program, 
if it were to be held in storage. 

8. Less than carload lots of grain ——When the effective and efficient conduct 
of the Corporation’s operations are served thereby you are authorized to sell 
for the best price obtainable, but not less than the market price, any lot of 
grain or dry edible beans of less than minimum carload quantity when such 
lot constitutes the total quantity of a particular kind or grade of grain or 
beans at a particular warehouse. As the purpose of this authority is to “clean 
out” small lots of grain and beans in warehouse storage, it is limited to a single 
sale within a 30-day period of a particular kind of quality of grain or beans 
ata particular warehouse. 

4. Carload lots or yreater—(a) In the event a earload of CCC grain is 
refused storage, although it is of storable quality and grade, and there is no 
reasonable opportunity or assurance that such car of grain can be diverted 
to other in-line storage, exchanged for similar grain in store, or utilized in 
current program activities, such car may be offered for sale at the best price 
obtainable, but at no less than the market price. Not more than five cars of 
any one kind of grain shall be sold under this authority during any calendar 
week. If it is desired to sell more than five cars of any one kind of grain in 
any calendar week, the commodity office shall report to this office the total 
quantity already sold during the week, and the prices reecived, together with 
the quantity which it is desired to sell, and the probable sales price. Upon 
receipt of such report, this office will determine whether additional sales would 
affect any price support program and notify the commodity office. 

(b) In the event the effective and efficient conduct of Corporation operations 
can be enhanced by disposal of lots of grain that are stored in sections of the 
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country where there is no forseeable local outlet for such grain at the statutory 
prescribed minimum price, continued long-time storage is hazardous and it 
is impracticable to remove such grain to a safe storage area, you are authorized 
to take the following action: 

(i) Lots of 5,000 bushels or less of any one kind and quality of grain when 
such lot constitutes the total of such kind and quality of grain owned by CCC 
at a particular storage location, town or city, may be sold under this authority 
at the best price obtainable, but at not less than the market price, without 
the necessity of reporting to this office. 

(ii) When it is desired to sell lots in excess of 5,000 bushels at any par- 
ticular storage location, town or city, the commodity office shall report to this 
office the quantity involved and the probable sales price. Upon receipt of such 
report, this office will determine whether such sale would affect any price 
support program and notify the commodity office. 

Sales shall be made at the best price obtainable consistent with the Corpora- 
tion’s objectives and may be authorized only when it has been determined that 
it is in the best interest of CCC to dispose of the commodity immediately and 
that the sale will not substantially impair any price support program. 

Each authorization to sell shall be made in writing and shall include a state- 
ment with regard to, or contain a reference to attachments which set forth the 
following: 

(a) Quantity, location, and lot identification. 

(>) A finding that the sale is in the interest of CCC and that the sale 
will not substantially impair any price support program. 

Each authorization to sell under item 2 shall also include the following: 

(a) Nature, cause, likely extent, and probable time of expected deterio- 
ration. 

(b) Statement of information relied upon by person who made finding 
of expected deterioration. 

(c) In the ease of sales without limitation as to use, a statement that 
the commodity could not be sold as feed without undue loss to the Corpora- 
tion. 

The foregoing supersedes the temporary authority contained in the memo- 
randum of the Deputy Administrator, Price Support, dated August 24, 1954, 
approved by Walter C. Berger, Acting Executive Vice President, CCC. 

FRANK R. McGRecor. 





STATE AND COUNTY LOCAL SALES HANDBOOK (11-GR) 
Part 2. SALES POLICIES 


10. Statutory basis for sales of CCC-owned commodities 


All Commodity Credit Corporation (hereinafter referred to as CCC) sales 
policies, including the policies governing the sale of CCC-owned commodities 
locally by State and county offices, are based on requirements in the price 
support program legislation. The basic statutory restrictions on the domestic 
sale of CCC-owned commodities are contained in Section 407 of the Agricultural 
Act of 1949. 


11. Price support role of CCC 

As is pointed out in Section 2 of the CCC Charter Act, it is the responsibility 
of CCC to stabilize, support, and protect farm income and prices. To ensure 
that these responsibilities are carried out, Section 407 of the Agricultural Act 
of 1949 requires, with only a few exceptions, that sound storable commodities 
shall not be sold for unrestricted use at less than 105 percent of the applicable 
current price support rate plus reasonable carrying charges (hereinafter referred 
to as the domestic minimum price). This restriction on the sale of sound storable 
grain is designed to protect market prices from being depressed by sales of 
CCC-owned commodities. 


12. Inventory management 

In order to prevent the wastage of commodities acquired through price sup- 
port program operations and to make it possible for CCC to follow sound inven- 
tory management policies Section 407 provides for the sale of certain commodities 
at prices determined by the Department of Agriculture. For example, Clause 
(D) of Section 407 of the Agricultural Adjustment Act of 1949 exempts sales 
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of CCC-owned commodities which have substantially deteriorated in quality 
or which are in danger of loss or waste through deterioration or spoilage from 
the domestic minimum price restriction described in par. 11 above. Aliso ex- 
cluded from the domestic minimum price restriction of Section 407 are sales 
of small quantities of grain, sales of grain of questionable storability, and a few 
other types of sales. The Department has determined that commodities ex- 
empted from the domestic minimum price restriction shall be sold at market 
price, provided that such sales do not seriously impair the price support program. 


18. Use of customary trade channels 

It is the general policy of CCC to utilize the usual and customary channels, 
facilities, and arrangements of the private trade to the maximum extent prac- 
ticable, consistent with effective and efficient conduct of its business, in the dis- 
posal of stocks of grain owned by CCC. 

14. Evaluation of bids for Le.l. quantity competitive bid offers 

A. General. No prescribed minimum price is set forth in this handbook below 
which all bids for Le... informal competitive bids offers shall be rejected. 
Evaluation of the acceptability of bids received for such lots shall require the 
consideration of several factors and the exercise of judgment. Bids for such 
lots must be compared with the current market values (local market and/or 
backed-off terminal market price) for the grade and/or quality of the commodity 
being offered. Bids below the market value of the commodity may be accepted 
after the factors below and any other factors deemed pertinent have been given 
consideration and a determination is made that the best interests of CCC will 
be served by the acceptance of these bids. 

B. Factors Requiring Consideration. 

1. Deterioration and/or maintenance Costs. Consideration shall be given to 
the deterioration and/or maintenance costs which will be sustained by CCC, if 
the commodity is not sold. 

2. Combining L.C.L. Lots for Shipment or Sales. Consideration shall be given 
to the economical combination of such l.c.l. quantity with other l.c.l. quantities 
in the same or nearby counties for shipment or sale. All costs required to com- 
bine such lots shall be estimated. 

3. Improved Local Market Conditions. Consideration shall be given to pos- 
sible changes in the local supply and demand conditions which would increase 
the sale price at which the grain may be sold. Any anticipated advance in prices 
must be evaluated in the light of estimated deterioration and/or maintenance 
costs. 


15. No contracts for future sale 
There shall be no contracts for future delivery, and no commitments for future 
sale of the grains covered in 11-GR. 


16. Payment 

The types of remittance which may be accepted by the county office and the 
time that this remittance must be submitted by the purchaser are set forth in 
the respective part of this 11-GR in which the different types of sales are 
covered. 
17. Time of delivery 

Except on formal competitive bid sales of the commodities covered in par. 122 
all grain shall be sold for immediate delivery to the buyer. For the purposes of 
11-GR, immediate delivery shall mean that the buyer shall take delivery of the 
grain as soon as possible after he is notified of his purchase. 


: 18. Commodity office sales of CCC-owned grain in warehouses 


Lots of grain in warehouses shall not be eligible for sale by county offices, 
except for the lots of grain described in Section 3 of Part 5. It is the responsi- 
bility of the commodity office to sell lots of grain in warehouses. 


19. Prior approval of sales to ASC personnel by State committee 


Before county offices may sell any grain to ASC State and county committeemen 
or employees, the sale must be approved in writing by the State committee. 
+ + * * o + e 
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PART 4 
SECTION 3. CARLOAD QUANTITIES OR LARGER OF NONSTORABLE GRAIN 


110. General 

County offices shall offer and sell all lots of bin site stored grains designated 
nonstorable in accordance with par. 111, except the Le.l. quantities described 
below on a formal competitive bid basis under Revised Announcements GR-361 
and GRT-3861 in accordance with the instructions in this section and Sections 1, 
5, 6, 7, 8,9, 10, and 13 of Part 4. The less than carload quantities of nonstorable 
grain, described in Section 4 of this Part 4 are to be offered and sold by informal 
competitive bid in accordance with the procedures outlined in Section 4, unless 
it is considered desirable to offer such Le.l. quantities of nonstorable grain ona 
formal competitive bid basis. (See pars. 135 and 136.) 

111. Determination of nonstorable grain 

A. Class 1, Nonstorable Grain. The determinations described below are not 
to be based solely on the grade and quality of the grain but also on judgment as 
to whether, all factors considered, the grain is storable without further deterio- 
ration. A bin or a substantial part of a bin of grain shall be considered Class 1, 
nonstorable when: 

1. Initial Condition. Inspection of grain shows heating, high moisture, insect 
infestation, increasing damage or other factors bearing directly on the storabil- 
ity of the grain. 

2. Maintenance Requirement. Fumigation, scooping, raking, use of fans in 
the case of aerated structures, and other practicable methods are employed to 
maintain the quality of this particular lot of grain, and such methods do not 
improve the keeping quality or storability of the grain, as indicated by the grade 
factors, to the point where it may be considered storable. 

3. Record of Determination. Before a bin or part of a bin of grain may be 
designated Class 1, nonstorable, the determination must be supported by the 
following information recorded on the Bin Record Form (Form CCC Grain-28) 
for the bin: 

a. Initial Grade Analysis. <A reliable grade analysis of a representative sam- 
ple taken early in the period of work on this grain. 

b. Maintenance Record. A record of work performed to maintain the quality 
of the grain, showing work in the bin at least twice a week for a four-week 
period of time. 

ce. Licensed Inspector Grade. A grade by a federally licensed grain inspector 
obtained on a representative sample drawn late in the period of work on the 
grain. 

ad. County Office Determination. A determination that the grain is Class 1 
nenstorable by the county office. 

e. District Storage Supervisor Approval. Concurrence of the District Storage 
Supervisor in this determination as indicated by his signature on the Bin Rec- 
ord Form. 

B. Class 2 Nonstorable Grain. A bin of grain or substantial part of a bin of 
grain that is not deteriorating but considered only temporarily storable may be 
determined to be Class 2 nonstorable under the following conditions: 

1. Licensed Inspector Grade. A representative sample graded by a federally 
licensed grain inspector shows a grade of 4, 5, or sample grade on factors other 
than odor. 

2. Class 1 Nonstorable Grain Sold. All Class 1 nonstorable grain of the same 
kind in the county has been sold or shipped. 

3. Deterioration of Grain Anticipated. A determination is made by the county 
office that the grain is in danger of deterioration in the near future. 

4. Approval of District Storage Supervisor. This determination must have 
the concurrence of the district storage supervisor as indicated by his signature 
on the Bin Record Form. 

5. Record of Determination. Before a bin or part of a bin may be designated 
Class 2 nonstorable, the determination must be supported by the following infor- 
mation recorded on the Bin Record Form for the lot: 

a. Licensed Inspector Grade. (See subparagraph 1 above.) 

b. County Office Determination. A determination that the grain is Class 2 
nonstorable and that all of the conditions set forth in subparagraphs 2, 3, and 4 
above have been met. 

ce. Approval of District Storage Supervisor. (See subparagraph 4 above.) 
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112. Kinds of nonstorable grain which may be sold by county offices under this 
section 
Unless restricted by the State office, the county office shall offer and sell the 
following kinds of bin site stored nonstorable grain in carload quantities or 
larger, provided that such sales do not seriously impair market prices for the 
grain: corn, oats, barley, grain sorghums, and soybeans. 


113. Announcement of offering 

A. Announcements. Formal competitive bid basis sales shall be made by 
county offices under Announcement GR-361, Revised, 11-6-58 and an ASC County 
Office Invitation to Bid on Grain Announcement GRT-361, Revised, 11-6-58. 
These announcements will hereinafter be referred to as GR-361 and GRT-361. 
Copies of these announcements are attached as Exhibits 27, 28, and 30 of this 
handbook. <A supply of GR-361 will be furnished the county office for distribu- 
tion to prospective buyers. 

B. Preparation of GRT-361 by County Offices. When county offices have 
eligible grain to offer, Announcement(s) GRT-361 shall be prepared. Such 
announcements shall be completed in accordance with GR-361, the following pro- 
visions and Section 10. 

1. Numbering Announcements. Announcements GRT-361 shall be numbered 
by the county office serially by calendar year by the kind of grain offered. 

2. One Kind of Grain in a GRT-361. Only one kind of grain shall be included 
in each GRT-361. 

3. Number of Lots to be Offered in One Announcement. One or more sale lots 
may be included on the same GRT-361, except that “as is” basis and grade basis 
offerings shall be made in separate Anouncements GRT-3861. 

4. The county office shall complete Section 3 of GRT-361, if the county office 
wishes to allow the buyer the option of electing to perform bin emptying serv- 
ices. (See pars. 85, 176, 201, and 206.) The credits to be allowed under Sec- 
tion 3 shall not exceed the current going rate for such services in the county 
under existing agreements. 

5. List Lots of Rapidly Deteriorating Grain in GRT-361. When a lot(s) is 
determined to be rapidly deteriorating the county office shall enter the lot(s) in 
Section 4 of GRT—361. 

6. Date Bids Are to be Opened. At least three calendar days shall be allowed 
between the date the offering is announced, and the date that bids are to be 
opened on any lot of grain offered. No bids will be opened on Saturdays, Sun- 
days, or legal or “futures” market holidays. 

7. Closing Hour for Bids. Bids shall be opened on the bid opening date at 
the closing hour required by the State office. 

C. Distribution of Announcements GR-361 and GRT-361. 

1. Announcements GRT-361. These announcements shall be mailed to all 
local warehousemen, all known buyers in the wrea, and any other individuals 
who ask to be placed on the mailing list for these announcements. <A copy of the 
GRT-361 shall be posted in a prominent place in the county office. Copies shall 
also be forwarded to the State office and/or district storage supervisor. 

2. Announcement GR-361. A copy of GR-361 shall be distributed to the in- 
dividuals and firms outlined in subparagraph C1 above, but it will not be neces- 
sary to mail GR-361 to potential buyers more than once unless this announce- 
ment is amended, or revised. 

’. No Paid Advertisements. No paid advertisements shall be used to publicize 
the offering of this grain. 


114. Pricing basis for grain sold by formal competitive bid 

A. Quality Basis on Which Nonstorable Grain Shall be Offered and Sold. 
Nonstorable grain may be offered on either an “as is” basis or on a No. 2 grade 
basis subject to price adjustment for differences in the grade and quality of the 
grain delivered (hereinafter referred to as No. 2 grade basis). ’ 

B. State Office Quality Basis Requirements. State offices will advise county 
offices which of these quality bases are to be used, or allow county offices the 
option of selecting one of these two quality bases. ' 

C. County Office Requirements for “As Is” Offerings. “As is” for the purpose 
of this handbook means that the estimated purchase price for a lot of grain shall 
hot be subject to adjustment for class, grade and quality, regardless of the class, 
grade and quality of the grain delivered. ‘As is” sales shall not be subject to 
quantity adjustment for dockage. Carload quantity lots or larger may only 





be offered and sold on an “as is” basis when the following requirements are 
met. 

1. Sampling. Samples deemed to be representative must be obtained by 
county office personnel from grain either as it is transferred from one structure 
to another, or by sampling the grain in the structure subsequent to its transfer, 
Deep bin probes must be used when samples are taken of grain in a structure, 
Samples shall be obtained in the representative manner prescribed by the State 
committee. (See par. 183.) 

2. Licensed Inspector Grade. Grades must be obtained on the above samples 
from licensed inspectors. (See par. 185.) 

8. Grades Final. When grain is sold on an “as is” basis the grade obtained 
prior to sale shall be final, and no representative samples need to be taken from 
the grain as it is removed from the structure. 

D. Grade Basis Offerings. When the requirements set forth in subparagraph 
114 © above for “as is” basis offers and sales are not met, grain shall be offered 
and sold on a No. 2 grade basis, provided that the State office has authorized 
sales on this quality basis. No. 2 grade basis sales shall be made in the follow- 
ing manner: 

1. Premiums and Discounts. On such offerings the No. 2 grade price shall be 
subject to adjustment for grade and quality differences based on the current 
commodity office market premium and discount scale designated by the county 
office at the time the offering is announced. The quantity delivered on such sales 
shall be subject to adjustment for dockage on grains on which dockage is appli- 
eable. Such discounts and premiums shall be stated in the GRT-361. Discounts 
or premiums not provided in the GRT-3861 shall be obtained from the commodity 
offices before final settlement is made with purchasers. Such additional discounts 
or premiums shall be the discounts or premiums which were in effect at the time 
the offer was announced for the grade and quality of the grain sold. 

2. Settlement Grades. On such offerings settlement shall be made with buyers 
on the hasis of licensed inspector grades obtained on representative settlement 
lot samples drawn from vehicles by county office personnel at the time the grain 
is removed from the structure. (See pars. 179, and 183 through 186.) 

E. Sampling and Viewing by Bidders. Prospective bidders may make arrange- 
ments with county offices to visit the storage site and view, and sample the 
lot(s) of nonstorable grain offered. Bidders shall not be permitted to be present 
when the samples described in subparagraph 114 C 1 above are obtained. 

F. Delivery Basis. 

1. General. Refer to pars. 84 through &6 of Part 4 for the general delivery 
basis provisions governing sales of all bin site stored lots. 

2. Bids to be Submitted by Lot(s) on an F.O.B. Canveyance Storage Site 
Basis. A separate bid shall be submitted by bidders for each lot basis a price for 
delivery free on board (hereinafter referred to as f.o.b.) the buyer’s convevance 
at the storage site 

3. Designation of Delivery In Store in an Approved Warehouse. Bidders shall 
state in their bids whether or not they wish to purchase the grain for delivery 
in store in an approved warehouse. If delivery in store in an approved ware- 
house is desired, the bidder shall specify in his bid the approved warehouse 
(including the address of such warehouse) in which delivery will be accepted. 

4. Performance of Bin Emptying Services. Bidders who wish to perform any 
bin emptying services specified in Section 3 of the Announcement GRT-361, 
shall indicate this in their bid. 


115. Handling of bids bu county offices 


A. Types of Bids Which May Be Considered for Acceptance. County offices 
may accept written bids (including telegrams), and oral bids (including tele- 
phone bids), provided that oral bidders shall be required to confirm their bid in 
writing on the date the bid is placed. This may be done by letter or telegram. 
Written confirmations of oral bids must be postmarked, and telegram confirma- 
tions of oral bids must be filed with the telegram office on the same date that 
the oral bid is made unless confirmations are delivered to the county office on 
the date the bid was placed. Written bids and confirmations of oral bids must 
be signed by the bidder unless bidders use telegrams. 

B. Recording of Bids. One or two persons shall be designated in each 
county office to receive and be responsible for the safekeeping of bids. Written 
or telegram bids which can be identified as bids shall not be opened until bid 
opening time. Bids or bid envelopes shall be time and date stamped on arrival. 
All bids shall be kept under lock and key until this time. All oral bids shall 
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be recorded on the Competitive Bid Worksheet (Form CCC Grain-39) at the 
time the bid is received. When bids are opened after bid opening time, the Form 
CCC Grain-39 shall be used immediately to make a permanent record of all 
other bids received. 


116. Acceptance of bids 

A. General. Only f.0.b. conveyance storage site bid prices shall be considered 
when comparing bids for a lot of grain. No alternative or tie-in bids are to be 
considered. The entire sale lot shall be sold to the highest bidder provided such 
pid is considered acceptable, except in the case of tie bids. (See subparagraph 
116 D below.) Refer to subparagraph C below for the pricing requirements 
governing the acceptance of bids. 

B. Three-Bid Minimum Except When Waived. When fewer than three bids 
are received for a lot of grain being sold, ail bids shall be rejected and the 
grain reoffered at a later date unless the State office or State office field repre- 
sentative waives this requirement. 

C. Minimum Price Provisions. 

1. Sales to be Made at Best Price Obtainable. Every effort shall be made to 
develop the local sale of nonstorable grain at the best bid price obtainable. 

2. Minimum Price. No sale is to be made at less than the current most 
advantageous backed-off terminal market price for the grade and quality of 
grain offered. 

a. Determination of Backed-Off Price Terminal Market Price. The backed- 
off price for lots of nonstorable grain shall be determined by deducting from 
the terminal price most advantageous for CCC the cost of terminal weighing 
and inspection, and commission fees borne by CCC in the applicable market 
outlet, (for example, these charges for corn currently total 1%4 cents in the 
Evanston Commodity Office area); the rail freight rate from country shipping 
point to the applicable terminal market; and the Uniform Grain Storage Agree- 
ment rail loadout charge for the kind of grain being sold. 

b. Terminal Market and Freight Rate Information. The State office will 
advise county offices of the applicable terminal closing cash market prices; 
current terminal weighing, inspection, and commission charges, if applicable; 
required premiums and discount scales; and the freight rates to be used in 
these determinations, or instruct county offices as to proper determination of 
such data. 

8. Date of Price Determination. All terminal market and local market prices 
shall be determined after the closing of the “futures” market on the bid opening 
date. 

t+, Comparisons Between Bids and Backed-Off Terminal Market Prices. Com- 
parisons must be made between the bids received and backed-off terminal mar- 
ket price for the grade and quality of grain for which bids have been submitted. 

a. Sales Made Basis “As Is.” “As is” bids must be compared to the backed- 
off price for the grade obtained prior to sale adjusted in accordance with 
premituns and discounts in effect on the date the offering was made. In the 
case of grain on which dockage is applicable, bids for lots sold on an “as is” 
basis which contain 1% dockage, or above, shall be considered to equal backed- 
off terminal market price, if the dockage contained in the lot is of sufticient 
value to offset the amount by which the bid is under the backed-off price. 

b. Sales Made on a Grade Basis. Grade basis bids must be compared with 

the backed-off terminal market price for No. 2 grade grain. 
». Local Market Price Information. County office personnel are not expected 
to solicit warehousemen for prices, but every practical effort shall be made to 
keep persons responsible for sales at the county office level advised of local mar- 
ket conditions in order that they may adequately judge the bids received when 
bids are evaluated for acceptance. When it is considered that loeal market 
conditions will produce better bids, county officers shall reject all bids on any 
lot. Such lots shall be reoffered in the usual manner at a later date. 

6. Minimum Price Information. County offices shall not furnish prospective 
Imyers with backed-off terminal price information prior to the opening of bids. 

I). Tie Bids. In the event that tie bids are high and acceptable for a lot of 
grain the county office shall apportion this grain in the manner required by the 
State office. 


117. Notification of successful bidders 

A. Telephone Acceptance. The county office shall notify successful bidders by 
telephone of the acceptance of their bids, prior to the opening of the “futures” 
market on the date following the bid opening. 



























B. Confirmation of Sale (Form CCC Grain—-41). The county office shall 
forward to the purchaser(s) the Form CCC Grain-—41 prepared in the manner 
outlined in Section 10, and the applicable exhibit referred to in Section 10. 

1. Written Bids. Confirmation of Sale shall be forwarded to successful bid 
ders who submitted written or telegram bids on the same date that the telephone 
acceptance is made. 

2. Oral Bids. Confirmations of Sale for successful oral bids shall be made on 
the same date that the written or telegram confirmations of oral bids are received 
by the county office, provided that such bid confirmation was submitted in ac- 
cordance with subparagraph 115 A. 

118. Erhibiting bids 

County offices shall show for five days on the blackboard or bulletin board 

the name(s) of the bidder(s), price(s) bid, and successful bidder(s), if a sale is 


made. This information shall be posted on the date the written acceptance is 
mailed. 


119. Sale 


A. General. The contract for sales made under Announcements GR-361 and 
GRT-361 shall consist of the terms and conditions of the buyer’s written bid or 
eonfirmation of bid, the Confirmation of Sale, and Announcements GR-361 
and GRT-361. The date of sale for sales made under these announcements shall 
be the date the Confirmation of Sale (Form CCC Grain—41) is mailed by the 
county office 

B. Late Oral Bid Confirmations. If a written (including telegram) confirma- 
tion of an oral bid is not made by a successful bidder on the date his bid was 
Placed (see subpar. 115 A), the bidder has no sale contract and no Confirma- 
tion of Sale shall be forwarded to the bidder. 

C. Erroneous Written Confirmations of Oral Bids. If a successful oral bid- 
der’s written or telegram confirmation of bid is less than, or differs in other 
respects from the county office record of his bid on the Competitive Bid Work- 
sheet (Form CCC-Grain-39), the bidder shall be advised in writing that he 
must submit to the county office a corrected confirmation of bid in conformity 
with his telephone or oral bids on the date he receives such notification. If this 
is not done, the bidder has no sale contract, and no Confirmation of Sale shall 
be forwarded to the bidder. 

D. Disposition of Lots on Which Late Bid Confirmations or Uncorrected Ervo- 
neous Bid Confirmations are Received. Such lots shall be reoffered in the normal 
manner. The State office will advise the county office of the policies to be fol- 
lowed concerning future sales to oral bidders who fail to satisfactorily confirm 
their bid. 


contract 


120. Passage of title and risk of loss 


For the provisions governing the passage of title and risk of loss on sales 
made under these announcements see Section 9 of this part. 


121. Payment 


-ayment for any grain sold under this Section 3 shall be made in accordance 
with the procedures set forth in Section 5. When a buyer with a sale contract 
fails to make payment as provided in subparagraph 160 A and B of Section 5, 
prior to delivery of the grain he shall be liable for the damages specified in 
paragraph 123 of this section. 

122. Delivery of grain to buyers 

A. General. Delivery of grain sold under Section 3 shall be made in accord- 
ance with the procedures set forth in Section 6 except for the provisions outlined 
below. 

B. Maximum Delivery Time. 

1. Lot(s) of Less Than 10,000 Bushels and Rapidly Deteriorating Grain, OD 
the sale of a lot(s) of less than 10,000 bushels by any one county office to the 
same buyer on the same date, and on the sale of a lot(s) of grain which is rapidly 
deteriorating, the buyer shall be allowed 10 days, including the date of sale, to 
accept delivery of the grain unless this delivery time is extended in writing by 
the county office. 

2. Lot(s) of 10,000 Bushels or More. On the sale of a lot(s) of 10,000 
bushels or more by any one county office to the same buyer on the same date, 
except for lots of rapidly deteriorating grain, as provided in subparagraph 1 
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above, the buyer shall be allowed 20 days including the date of sale to accept 
delivery of the grain unless this delivery time is extended in writing by the 
county office. 

C. Extensions of Delivery Time. Extensions shall be made in writing, and 
shall not be granted in those instances where delay in delivery is occasioned by 
the fault of negligence of the buyer. 

D. Damages for Failure To Accept Delivery. If the buyer does not comply with 
the provisions of this paragraph he shall be liable for the damage provided for in 
par. 123 of this instruction. 


123. Damages upon default 

A. General. Whena buyer with a sale contract (see par. 119) for a lot of grain 
sold under this section fails to make payment to the county office or take delivery 
of the grain within the time periods provided for in subparagraphs 160 A and B 
and paragraph 122, respectively, the county office shall promptly resell any unde- 
livered grain in accordance with par. 127, and the following actual and liquidated 
damages shall be due CCC : 

B. Actual Damages. If the resale price is less than the original sale price, the 
actual damages shall be the difference between the sale price for the undelivered 
quantity contracted by the purchaser and the resale price for this quantity. If 
the resale price is more than the original sale price, the increase in the value of 
the grain in excess of the amount required to offset the damages enumerated in 
B below shall be for the account of CCC. Actual damages shall be computed at 
the sale price per bushel (accepted f.0.b. conveyance storage site bid price) 
without reference to any premiums or discounts or handling credits. 

C. Liquidated Damages. In lieu of storage and other costs liquidated damages 
shall be one-tenth of one cent per bushel per day for the undelivered quantity 
contracted by the purchaser commencing on the date of sale and ending on the 
date the grain is resold. 


124. Collection and disposition of damages upon default 


A, Collections. 

1. Defaults on Which Purchaser Has Made No Payment. In such cases, the 
county office shall promptly send the purchaser a letter of demand requesting 
payment of the damages due CCC. The letter of demand should identify the 
transaction and explain the computation of damages due CCC. Prepare and dis- 
tribute CCC Form 364, County Office Claim Notice, and enter the debt on the debt 
record, in accordance with 58—FI. 

2. Defaults on Which the Purchaser Has Made Insufficient Payment To Cover 
Damages. In such cases, the county office shall promptly send a letter of de- 
mand to the purchaser stating the amount of the damages due CCC, showing as 
a deduction the amount of payment(s) previously received from the purchaser 
which is applied on the damages, and requesting payment of the balance. Pre- 
pare and distribute CCC Form-—364 and enter the debt on the debt record in 
accordance with 58-FI. Show on Form 364 the gross amount of the damages, 
the amount of previous payment applied to the claim, the serial number of the 
CCC Form-—257 on which the payment was deposited, and the balance due (as 
the total amount of the debt). 

8. Defaults on Which the Purchaser Has Made Payment Sufficient To Cover 
Damages. In such cases, refund to the purchaser the amount collected in ex- 
cess of the amount due CCC. Make such refund in accordance with 3—FI. 

B. Disposition of Damages Collected on Basis of Letter of Demand. Such 
collections referred to in subparagraph A above, shall be classified as “Claims” 
in accordance with par. 19 of 3 FI. 

125. Final settlement 

Final settlement with buyers for grains sold under this Section 3 shall be 
made with purchasers in .ccordance with the procedures set forth in Section 7 
of this part. 

126. Preparation of forms 

The Sale Record Form (Form CCC Grain-38) and all required forms re- 
ferred to in this Part 4 shall be prepared in accordance with the appropriate 
paragraphs in Section 10, and the applicable exhibits referred to in Section 10. 
127, Resale of grain on which damages are due COC 


When such grain is reoffered it shall be offered in the same manner as other 
lots of grain covered in this section, except that the minimum pricing provisions 
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set forth in subparagraph 116 C shall not apply to offers for lots of grain on 
which the buyer was deemed in default in accordance with par. 125. 


128-134. Reserved. 
























SECTION 4. MISCELLANEOUS LOTS OF GRAIN 
135. General 

Except in the cases provided in par. 136 below, county offices shall sell the 
following types of sale lots of bin site stored grains and other commodities on an 
informal competitive bid basis : 

A. L.e.l. quantities of storable grain which are the only lots of that kind of 
grain in a bin site, provided that such lots cannot be sold at the minimum sale 
price (hereinafter referred to as l.c.l. quantities of storable grain). 

B. An Le.l. quantity of grain determined to be nonstorable in accordance with 
par. 111, provided that such quantity comprises all of the grain in the structure 
(hereinafter referred to as an Le.l. quantity of nonstorable grain). 

C. Lots of grain screening. 

D. Lots of cleanup grain (see par. 24). 


136. Sales of Le.l. quantities of storable and nonstorable grain by formal com- 
petitive bid 
Offers and sales of Le.l. quantities of storable and nonstorable grain may be 
made on a formal competitive bid basis in accordance with the procedures out- 
lined in Section 3, if considered desirable. When such lots are offered on a 
formal competitive bid basis, the provisions set forth in par. 141 of this section 
shall be followed in evaluating the bids received. 






137. Kinds of commodities which may be sold 

Unless restricted by the State office, the county office shall offer and sell in 
accordance with this section the following kinds of bin site stored grains in the 
lot categories described in par. 135, provided that such sales do not seriously 
impair market prices for the grain: corn, oats, wheat, rye, barley, grain sor- 
shums, flax, and soybeans. Screenings from any of these grains shall also be 
sold by county offices. 










138. Pricing basis for informal competitive bid sales of miscellaneous lots 

A. Quality Basis. 

1. L.O.L. Quantities of Nonstorable and Storable Grain. I.c.1. quantities 
of nonstorable and storable grain shall be offered and sold on an “as is’ quality 
basis in accordance with the provisions of subparagraph 114C, except that it 
will not be necessary to transfer such lots prior to obtaining the required repre- 
sentative samples. 

2. Screenings and Cleanup Grain. Lots of screening and cleanup grain shall 
be offered on the “as is” basis set forth in par. 114C, except for the following 
provisions: 

a. Licensed inspector grades of lots of cleanup grain are not required, but 
an accurate as possible determination shall be made of the grade and quality 
of such grain, and prospective buyers advised of grade and quality in the in- 
formal announcement. 

b. Laboratory analyses of fat, protein, carbohydrate, and fiber content of 
lots of screenings are not required, but county offices may forward representative 
samples of large lots of screenings to State office approved laboratories for such 
determinations if they desire. 

ec. Prospective buyers of screenings shall be furnished with as much infor- 
mation as the county office possesses on the quality of these screenings. 

3. Viewing and Sampling of Lots by Bidders. Prospective buyers of these 
commodities shall be permitted to inspect and sample such lots. 

B. Delivery Basis. The delivery basis set forth in pars. 84 through 86 and 
subpar. 114F shall apply to these miscellaneous lot sales, except that lots of 
screenings shall only be sold basis delivery f.o.b. conveyance at the storage site. 
























139. Announcement of offerings 


A. General. No formal announcement of offerings of the lots covered in this 
section will be required, but information concerning the applicable lot shall be 
consolidated into an informal announcement, and furnished to as many of the 
known buyers of the commodity in the area, as is feasible under the circum- 
stances. A copy of this announcement shall also be posted in a prominent place 
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in the county office. Except for the following provisions, the State office will 
advise the county office with respect to the issuance of these informal announce- 
ments. 

B. Duration of Offering. At least three calendar days shall be allowed between 
the date the offering is announced and the date that bids are opened for a lot of 
grain. 

C. No Paid Advertisements. No paid advertisements shall be used to publicize 
the offering of these lots. 

D. Right to Reject Bids. These announcements shall include a clause reserv- 
ing to the county office the right to reject any or all bids. 

E. No Quality Warranty. These announcements shall include the following 
clause: “CCC does not warrant the grade and/or quality of any commodity in 
these lots or the fitness of these commodities for any particular use.” 

F. Restricted Use Information. On any offering for restricted use, for example, 
actionable wheat, the restricted use(s) of the grain shall be specified in the 
announcement, and bidders informed that prior to taking delivery of the grain 
they will be required to execute a Purchaser Use Certificate (Form CCC Grain- 
45). 

140. Handling of bids by county offices 


A. Types of Bids Which May be Considered for Acceptance. County offices 
shall only consider written signed bids for acceptance. 

B. Processing Bids. Bids which can be identified as bids shall be time and date 
stamped upon receipt and shall be kept under lock and key until bid opening 
time. 

(. Recording of Bids. When bids have been opened the Competitive Bid Work- 
sheet (Form CCC Grain-39) shall be used immediately to make a permanent 
record of all bids. 

141. Acceptance of bids 


A. General. Every effort shall be made to develop the local sale of these 
lots of grain at the best bid price obtainable. The State office will advise the 
county office of the procedures governing the evaluation of bids to be followed in 
the State for these lots, except for the provisions outlined below. 

B. Consider F.0.B. Bids Only. Only f.o.b. conveyance storage site bids shall 
be considered when comparing bids for a lot of grain. 

C. Bids Below Market Value. Bids which are below the current market value 
of the commodity (dockage value considered, if applicable) shall not be accepted 
without prior approval of the State office or State office field representative. 

D. Three Bid Minimum Ercept When Waived. When fewer than three bids 
are received for a lot of grain all bids shall be rejected, and the grain reoffered at 
a later date unless the State office or State office field representative is contacted 
and this requirement is waived. 

E. No Alternative or Tie-In Bids Considered. No alternative or tie-in bids 
are to be considered. 

F. Competitive Bid Worksheet (Form CCC Grain-39). A record of the 
determination to accept bid(s) for a miscellaneous lot shall be kept on the Com- 
petitive Bid Worksheet. When a bid is accepted which is below the current 
market value of the commodity the “Remarks” column on the form shall be used 
to record the name of the person who approved the bid(s). 


142. Notification of successful bidders 

The county office shall forward a Confirmation of Sale (Form CCC Grain-41) 
to successful biders on the bid opening date. 
143. Exhibiting bids 


County offices shall show for five days on the blackboard or bulletin board the 
hame(s) of the bidder(s), price(s) bid, and successful bidder(s), if a sale is 
made. This information shall be posted on the date the written acceptance is 
mailed. 


144. Sale contract 

The sale contract for such sales shall consist of the bidders written bid, the 
county office copy of the Confirmation of Sale (Form CCC Grain-41), and the 
terms and conditions in the informal announcement of the offering. 
145. Passage of title and risk of loss 


For the provision governing the passage of title and risk of loss on sales of 
miscellaneous lots see Section 9 of Part 4. 
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146. Preparation of forms 

A record of the sale of these lots shall be kept on the Sale Record Form. The 
Sale Record Form (Form CCC Grain-38) and all other required forms referred 
to in this Part 4 shall be prepared in accordance with the appropriate paragraphs 
in Section 10, and the applicable exhibits referred to in Section 10. 
147. Payment 

-ayment for any commodity sold under this Section 4 shall be made in ac- 
cordance with the procedures set forth in Section 5 of Part 4. 
148. Delivery to buyers 

Delivery of commodities sold under Section 4 shall be made in accordance with 
the procedures set forth in Section 6 of Part 4. 
149. Final settlement 

Final settlement with buyers for commodities sold under this Section 4 shall be 
made in accordance with the procedures set forth in Section 7 of Part 4. 


150-159. Reserved 


Farm SrToRAGE Faciuiry Loan HANpbDBooK 


(The following material was furnished to supplement. information 
requested on p. 1743.) 


FARM STORAGDH FACILITY LOAN HANDBOOK (5-GR) 


PaArT I, PURPOSE 

1. General 

This handbook prescribes the procedure to be used by ASC State and county 
offices in administering the Farm Storage Facility Loan Program. Part 2 pro- 
vides operating instructions applicable only to loans made on and after July 1, 
1952 and Part 4 provides operating instructions applicable only to loans made 
prior to July 1, 1952. Part 3 prescribes the loan and custody records to be 
juaintained and the reports required for all loans outstanding or made under the 
Farm Storage Facility Loan Program. As soon as all loans made prior to 
July 1, 1952 have been repaid or otherwise liquidated, Part 4 will be obsolete 
and should be removed from the handbook. This handbook will become effective 
upon issuance. 

Part 2. OPERATING INSTRUCTION-—LOANS MADE BEGINNING JULY 1, 1952 


SECTION 1. SCOPE 

2. General 

This Part 2 prescribes the procedure to be employed in the Farm Storage 
Facility Loan Program with respect to any loan for which application was filed 
on or after July 1, 1952. It also prescribes the required forms and documenta- 
tion for use in connection with the program. Paragraphs 20, 28, *—30, 32,—* 
35, *—and part of paragraph 29—*, are also applicable to loans disbursed on 
applications made prior to July 1, 1952. 
3. Establishment of program 

In order to provide for increased farm-storage facilities for farm commodities, 
the Farm Storage Facility Loan Program was established June 15, 1949. Funds 
of the Commodity Credit Corporation have been made available for recourse 
loans to producers to finance the construction or purchase of farm storage fa- 
cilities. The program is administered by the Commodity Stabilization Service, 
U.S. Department of Agriculture, and the requirements and procedures relating 
thereto are described herein. 


SECTION 2. ADMINISTRATION OF PROGRAM 


4. County committee action 

Field operations under this program shall be administered in the State by 
the county committee under the supervision of the State committee. The county 
committee may approve loan applications, issue loan commitments, and make 
disbursement of loans without prior approval of the State committee, except 
as specifically provided herein. The county committee may also call delinquent 
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joans as prescribed in paragraphs 19 and 22, renegotiate loans, arrange for the 
purchase of loans from lending agencies, and perform other related services 
under the supervision of the State committee. 


5. State and Washington office responsibility for applications for loans of $2,500 
and over 

A. Applications for Loans of $2,500 or Over. All applications where the prin- 
cipal amount *—is—* $2,500 *—or over—* must be approved by the State com- 
mittee or designated employee of the State committee prior to the issuance of 
joan commitment. Such approval shall be indicated on Commodity Credit Cor- 
poration Form 293. 

B. Applications for Loans of $15,000 to $25,000 or Over. Applications for 
*—loans—* on MOVABLE storage facilities in the amount of $15,000 or over 
and applications for * * * loans on IMMOVABLE storage facilities in the 
amount of $25,000 or over shall be submitted promptly by the county committee 
together with its recommendations to the State committee and the State com- 
mittee shall forward such applications with its recommendations to the Deputy 
Administrator, Operations, for review and approval PRIOR to issuance of a 
commitment. <A loan on a movable storage facility in an amount ranging from 
$15,000 to $25,000 shall not be made unless it is approved by the Deputy Ad- 
ministrator, Operations, and no loan commitment shall be issued in connection 
with such a loan prior to such approval. If the application is for a loan in excess 
of $25,000, the application shall be submitted by the Deputy Administrator, 
Operations, to the Board of Directors of Commodity Credit Corporation. A loan 
in excess Of $25,000 shall not be made unless approved by the Board of Direc- 
tors, and no loan commitment shall be issued in connection with an applica- 
tion for a loan in excess of $25,000 unless the loan has been approved by the 
Board of Directors, Commodity Credit Corporation. 

C. Referral to Attorney-in-Charge. Prior to the disbursement of any loan 
where the principal amount exceeds $5,000 *—and prior to the—* execution 
of any Assumption Agreement where the principal amount assumed exceeds 
$5,000, *—and prior to renegotiation of any loan,—* the loan documents (Ap- 
plication, Severance Agreement, Note, Chattel Mortgage, Real Estate Mortgage, 
Subordination Agreement, Preliminary Certificate of Title), shall be submitted 
to the Attorney-in-Charge through the State office for review. The Attorney- 
in-Charge will immediately advise the State office as to whether the loan 
documents and title meet all legal requirements. 


6. Applications referred to Deputy Administrator, Operations, Washington 


Applications for loans submitted to the Deputy Administrator, Operations, 
pursuant to paragraph 5B above shall be supplemented to contain as a minimum 
the following information: 

A. County and State Committee Recommendations. The recommendations by 
the county and State committees for approval of a loan shall state whether the 
loan, if approved, should be secured by a lien on real estate. *—Real estate 
liens must be first liens covering the structures and farm, or a large enough 
area to constitute a salable unit.—* 

B. Applicant’s Financial Statement. Comments concerning the applicant’s 
credit rating and financial responsibility, including a current financial statement. 

C. Information Concerning the Applicant. The applicant’s storage needs for 
the entire facility, the number of years he has been farming in the community 
or county, his average annual acreage of crops eligible for storage under the 
program for the past five years, the average yield of each crop, and whether 
he has cooperated in the administration of the price support program. 

D. Drawing or Plat of Proposed Site. A drawing or a plat of the proposed 
facility site showing accessible publicly maintained highways or adequate roads 
for ingress and egress to the site. 

E. Statement or Invoice of Cost of Facility. A statement or invoice on which 
the estimated cost of the facility including the operating equipment defined in 
paragraph 8 is itemized and signed by the seller and/or contractor. 

E. Statement or Invoice of Cost of Facility. A statement or invoice on which 
State whether it would constitute an attractive and salable unit should it be- 
come necessary to call the loan and dispose of the security. 
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SECTION 3. DEFINITIONS 
7. Storage structures 
Storage structures are classified as “movable” and “immovable. A “mova- 
ble *—storage facility’ means a storage facility which can be dismantled and 
moved without demolishing it, and which it is practicable to dismantle, move, 
and reconstruct on another site. All other storage facilities shall be considered 
to be immovable.—* 


8S. Operating equipment 

A. General. The term “operating equipment” shall include only *—perma- 
nently affixed—* equipment which is necessary for the proper handling and 
conditioning of the commodity to be stored *—and—* without which the facility 
cannot be operated. 

B. County Committee Determination. A written determination by the county 
committee is required that any item of operating equipment pro} sed to be 
included with the facility loan (1) is necessary for the handling and condition- 
ing of the eligible commodity to be stored, and (2) is necessary in order that 
the facility can be operated. 


SECTION 4. WHERE LOANS MAY BE OBTAINED 


9. Commodity Credit Corporation 

Loans will be made only by CCC except when an applicant specifically re- 
quests that the loan be made through a particular bank or other financial insti- 
tution that can qualify as a lending agency. When an applicant requests that a 
loan be made through a lending agency, specific authorization must be obtained 
from the Deputy Administrator, Operations, CSS. 


1). Lending agencies 


Loans may be made through banks or other financial institutions which can 
qualify as lending agencies but only upon specific authorization for each loan 
from the Deputy Administrator, Operations. The county committee shall sub- 
mit, through the State committee, a statement for the Deputy Administrator, 
Operations, giving name of applicant, brief description of loan, applicant’s reason 
for wanting loan to be made by lending agency, name of proposed lending agency, 
verification by county office that agency agrees to make the loan, whether agency 
is presently party to a lending agency agreement or a new agreement is required, 
and recommendation of the county committee with showing of cause for not 
making loan directly. If a new lending agency agreement is required, the county 
committee shall submit triplicate copies signed by the agency and the agreement, 
if approved, shall be executed on behalf of Commodity Credit Corporation by the 
Deputy Administrator, Operations. All copies of the approved Lending Agency 
Agreement shall be returned to the county committee with the approval or rejec- 
tion of the Deputy Administrator, Operations. The original of an approved 
agreement shall be retained in the county office, one copy shall be forwarded to 
the Commodity Office through the State office, and one copy shall be delivered to 
the lending agency. The lending agency shall be furnished a copy of Handbook 
6—-FI, CCC Lending Agency Handbook, Storage Facility and Equipment Loans. 


SECTION 5. ELIGIBILITY 
11. Borrowers 

Any person, who as tenant, share-landlord, or landowner-operator produces one 
or more eligible commodities, may be eligible for a loan for the purchase and 
erection or construction of an eligible storage facility, but only to the extent 
needed by him. The term “person” means an individual, partnership, corpora- 
tion, or other legal entity. If two or more persons join together as borrowers 
each such person shall sign all documents, and shall be liable jointly and sever- 
ally with respect to the loan. *—A borrower whose name is on the debt record 
for any reason whatsoever shall not be eligible for a farm storage facility loan 
except upon written approval of the State committee.—* 
12. Commodities 

Loans may be made to an eligible borrower for the purchase and erection and 
construction of movable or immovable storage facilities for storing corn, oats. 
barley, grain sorghums, wheat, rye, soybeans, rice, dry edible beans, dry peas, 
peanuts, cottonseed, hay seeds, pasture seeds, and winter cover erop seeds. 
Loans for the construction of immovable storage facilities for cottonseed, S0J- 








. “mova- 
tled and 
e, move, 
nsidered 


—perma- 
‘ing and 
facility 


e county 
d to be 
ndition- 
der that 


‘ally re- 
al insti- 
s thata 
»btained 


lich can 
ich loan 
all sub- 
istrator, 
S reason 
agency, 
* agency 
equired, 
for not 
> county 
‘eement, 
n by the 
Agency 
or rejec- 
pproved 
irded to 
vered to 
indbook 
OaAnDS, 


ces one 
ase and 
. extent 
-orpora- 
rrowers 
| sever: 

record 
ity loan 


ion and 
n, oats, 
‘y peas, 
» seeds. 
2d, SOY: 








2279 


beans, dry edible beans, dry peas, peanuts, flaxseed, hay seeds, pasture seeds, and 
winter cover crop seeds shall be approved only in areas for which the State 
committee determines that existing privately owned storage facilities for such 
commodity or commodities in the area concerned are not adequate. 


18. Structures 

A. When Purchased or Constructed. A loan shall not be approved for any 
facility which has been constructed or has been purchased prior to date of ap- 
plication. 

1. A down payment will not be deemed to be a purchase which will preclude 
consideration of an application filed thereafter. Similarly, the installation of 
the foundation will not be deemed to be construction. *—Any construction beyond 
the installation of the foundation prior to the date of approval of the loan will 
make the structure ineligible for a loan under the program.—* 

B. Produced on Own Land. Loans will no be available for the purchase and 
erection or construction of facilities for storage of commodities produced by 
anyone on land other than that with respect to which application is made. (This 
does not preclude a farmer, who owns or operates more than one farm, from 
subsequently storing his grain from all such farms in a facility located on one 
of such farms. ) 

C. Eligible Commodities. The structure must be for those eligible commodi- 
ties which are produced by the eligible borrower and which are produced by him 
on that land with respect to which application is made. (However, this does 
not preclude the subsequent use of a facility built by a landlord for the storage 
of grain produced by a tenant on the same land. ) 

D. Need for Facility. No structure shall be eligible unless the county commit- 
tee has determined that the storage facility is needed by the applicant and that 
the bushel capacity proposed is in keeping with the additional farm storage re- 
quirements of the producer for the storage of eligible commodities. 

BE. Hligible Capacity. Storage capacity available to the applicant to store one 
year’s crop should be considered suflicient for cottonseed and storage capacity 
to store one yeur’s crop, plus carryover, should be considered sufficient for all 
other eligible commodities, 

KF. Loans Not Available. Loans will not be available for the repair, remodeling, 
refinancing (except as specifically provided herein with respect to loans made 
on facilities which CCC has acquired by foreclosure or other means under the 
program), or maintenance of existing facilities; for the purchase of second-hand 
facilites ; to provide storage facilities for commodities which the borrower intends 
to purchase or store for others; or to provide storage facilities which the bor- 
rower intends to lease to others, except in the case of landlords who lease the 
facility together with the land on which the commodity to be stored in such 
facility is produced. 

1}. Utilization of facilities 

A. Expansion of Commercial Storage Facilities Prohibited. The Farm Stor- 
age Facility Loan Program was designed to encourage farm storage by producers 
and was not intended to expand either directly or indirectly commercial facili- 
ties. The Farm Storage Facility Loan Program Bulletin expressly provides 
that storage loans will not be available to increase storage facilities for com- 
modities purchased or in which the borrower has no interest in the production 
of the commodities. The utilization of such storage structures under one of the 
warehouse agreements would be inconsistent with the foregoing purpose of the 
Farm Storage Facility Loan Program, even when the borrower, because of crop 
failure or some other reasons, temporarily has no need for facilities for storage 
of his own commodities. 

B. Recommended Disapproval. ASC State and county committees are in- 
structed to recommend disapproval and commodity offices are instructed to 
disapprove any application for such storage agreement, such as Uniform Grain 
Storage Agreement or Bean Storage Agreement or Rice Storage Agreement, 
covering a facility on which there is an outstanding loan under the provisions 
of the Farm Storage Facility Loan Program. 

C. Review for Intended Use. Application for loans under the Farm Storage 
Facility Loan Program should be carefully reviewed as to type and location 
of proposed construction and in those cases where it appears that the structure 
may be intended or capable of use as a commercial operation during the term of 
the loan, such application should be disapproved by the county committee. 
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D. Check Size and Location of Facility. Loans will not be available to pro- 
vide a facility where it appears because of the type of construction, design, 
size, equipment, location or otherwise, that the structure may be attached to, or 
become a part of, or be made use of, in connection-with any commercial opera- 
tion, including but not limited to, elevators, warehouses, driers, and processing 
plants. Any facility which is located in working proximity to any commercial 
operation shall be deemed to be a part of such operation for the purposes of this 
program. 

EK. Subleasing of Facility. When, because of crop failure, or for some other 
reason, an eligible borrower has no need for the facility, he may, with prior 
approval of the county and State committee arrange to sublease the facility for 
the storage of eligible commodities or for other purposes provided a written agree- 
ment bearing the.signature of the borrower, the prospective renter, a county 
committeeman and a State committeeman is obtained showing that all rental 
proceeds derived under such an agreement will be applied toward the liqudation 
of the note and accrued interest. Under no circumstances may such an agree- 
ment be entered into without the prier approval of the Director, Grain Division, 
Washington. 

SECTION 6. TERMS AND CONDITIONS 


15. Availability of Loans 

A. Area. Loans will be available in all States *—and Alaska.—* 

B. Time. Loan applications may be submitted during periods set forth in 
the program regulations. 

C. Source. All forms and documents will be made available through the ASC 
county offices. Disbursements on loans will be made by drafts drawn on CCC 
by county committees *—or by lending agencies in accordance with paragraph 
10.—* 


16. Amount of loan 

A. Maximum Amount Authorized. The maximum amount loaned on any new 
storage facility shall not exceed the maximum amount authorized by the State 
committee, and in no event shall exceed eighty percent of the actual out-of-pocket 
cost paid by the borrower, whichever is less. The maximum amount to be loaned 


on any farm storage facility which CCC had previously acquired by foreclosure 
or other means under the program shall not exceed eighty percent of the price 
of purchase from CCC or the maximum authorized by the State committee, 
whichever is less. In either event, the borrower will be required to make a cash 
downpayment of at least twenty percent. 

B. Establishing Marimum Amount. In order to assure that loans are ade- 
quately secured, the State committee may establish the maximum amount to 
be loaned (within the maximums outlined above), and such amount shall be 
uniform for the entire State. County committees are in a position to know 
or ascertain the reliability of the borrower and to evaluate the facility. There- 
fore, if it appears that the financial interests of Commodity Credit Corpora- 
tion would not be fully protected if the maximum amount authorized by the 
State committee were approved, the amount loaned shall be correspondingly 
reduced. A copy of the State committee determination with respect to the 
amount to be loaned shall be made available to each county office. 

C. Borrower Must Furnish Receipted Bills. The borrower shall be required 
to furnish receipted bills, furnishing information including but not limited 
to showing the cost of structure, equipment if any, and amount of cash down- 
payment, before the loan is disbursed. A copy of the receipted bill shall be 
retained in the producers file in the county office. 

D. Required Approvals. A loan on a movable storage facility in an amount 
ranging from $15,000 to $25,000 shall not be made unless it is approved by the 
Deputy Administrator, Operations, and no commitment shall be issued in con- 
nection with such loan prior to such approval. If the application is for a loan 
on a movable or immovable storage facility in an amount in excess of $25,000, 
the application shall be submitted by the Deputy Administrator, Operations 
to the Board of Directors of CCC. A loan in excess of $25,000 shall not be made 
unless approved by the Board of Directors, and no loan commitment shall be 
issued in connection with an application for a loan in excess of $25,000 unless 
the loan has been approved by the Board of Directors. *—If more than one 
application for loan is filed by the same person or in connection with the same 
farm operation, the aggregate amount of such loan application, together with 
the outstanding balance of any prior loan to such person or in connection 
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with such farm operation shall be considered as one application for the pur- 
poses of determining the foregoing amounts which may be approved by the 
respective above-named committees and officials.—* 


17. Term of loan 

A. Mavimum Term. The maximum term of the loan will be approximately 
four years from the first anniversary date of the first disbursement of the 
Joan. 

B. Loan Commitment Null and Void. Unless the :oan has been completed and 
totally disbursed, the loan commitment shall become null and void in four 
months after its date unless extended in writing by the county committee on 
or before its expiration date. 


18. Security for loan 

A. Chattel Mortgage. Loans on movable storage facilities will be secured gen- 
erally by chattel mortgages on the storage facilities. However, real estate mort- 
gages or other approved security instruments,*—shall be required by the approv- 
ing officer—* where the amount of the loan or other circumstances warrant such 
security. 

B. Deed of Trust or Real Estate Mortgage. Loans for the construction of 
immovable storage facilities will be secured by a real estate mortgage, deed of 
trust, or other security instrument approved by CCC,*—constituting a first lien—* 
on the borrowers farm or other property on which the facility is to be located, 
or on a sufficient *—area thereof as will,—* in the judgment of the county com- 
mittee, make the site easily accessible for use of other farmers in the area and 
constitute a salable unit with the right of ingress and egress to and from the 
site, and the storage facility. *—Such first lien may be obtained through a 
subordination agreement where the real estate is subject to any other lien.—* 

C. Long Term Lease. With respect to loans to tenants on immovable storage 
facilities, the property on which the facility is to be located must be held under 
an assignable long term lease (i.e., a lease which will run for at least ten years 
beyond maturity of the loan) and, in addition, the lease must contain the written 
consent of the owner of the land to construct the facility or the lessee must 
obtain such consent. A first lien on the structure and leasehold will be required. 

D. Adequacy of Security. In considering applications for loans exceeding 
$2,500, the ASC State and county committees shall give special consideration 
to the adequacy of security offered by the borrower. As the amount of the re- 
quested loan increases, the possibility of loss to CCC also increases due to many 
factors. An important consideration in the event of foreclosure is the cost of 
dismantling and the probability of damage in dismantling the larger structures. 
The smaller, less expensive, structures may often be moved without dismantling, 
and even where dismantling is necessary, the reerection is relatively inexpensive. 
Thus, in the event of a foreclosure sale the smaller structures are more likely 
to cover the indebtedness to CCC, whereas in the event of early default the 
foreclosure sale of a larger structure could result in an amount much below the 
cost or value of the facility. While these are recourse loans, nonetheless a 
prudent lender would consider these facts and either require additional security, 
i.e., a real estate mortgage, or make other appropriate adjustment such as reduc- 
ing the amount of the loan. 

EK. Required Instrument. Every application for a farm storage facility loan 
secured by chattel mortgage shall be accompanied by an instrument, duly ac- 
knowledged for recording purposes under which the owner of the premises on 
which the facility is to be located consents that, if the farm storage facility is 
acquired by CCC through foreclosure or other means, such facility may, at the 
option of CCC, remain on the property for a period not to exceed six months at 
ho expense to CCC, *—The provisions of this paragraph will be satisfied by 
the use of the Severance Agreement, CCC Form 297, or by the use of an instru- 
ment obtained from the Attorney-in-Charge in cases where CCC Form 297 is 
hot otherwise required.—* 


19. Repayment of loan 


A. Number of Installment. The principal of the loan shall be repayable in 
equal annual installments with interest at four percent per annum on the amount 
of the loan actually disbursed. The number of such installments, not to ex- 
ceed four, shall be determined by the county committee. The first installment, 
including interest, shall be payable during the twelve months’ period beginning 
on the first anniversary date of the disbursement out of amounts due the bor- 
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rower under any price support program carried out by the Department of Agri- 
culture and a like installment shall be similarly payable during the 12 months 
following each anniversary date thereafter until the principal together with 
interest thereon, has been paid in full. Payment out of such amounts shall be 
obtained by deduction therefrom, except that such deduction shall not exceed 
that portion of the proceeds remaining after deduction of service charges and 
amounts due prior lien holders. Each installment must be paid either out of 
price support proceeds, in cash, or otherwise not later than the end of the ap- 
plicable twelve months’ pay period. Only one principal installment, including 
interest, shall be deducted from price-support proceeds during the applicable 
twelve months’ pay period. The borrower may at his election, in writing, direct 
the county committee to deduct from current price support proceeds sums in 
addition to those required to pay the current installment. 

B. Partial Advance Plan. If the partial advance plan is used, the anniversary 
date is the date of the first disbursement. Example: John Doe’s application 
approved September 10, 1954, and part of the proceeds of loan for $1,000 is dis- 
bursed on October 1, 1954, and the balance of the loan was disbursed as set 
forth in paragraph 27. The first installment of $250, plus interest at four per- 
cent per annum on the principal amount of the loan will be payable during the 
twelve-month period beginning October 1, 1955. The same rule would apply, of 
course, if the entire loan of $1,000 had been disbursed on October 1, 1954. 

C. Notifying Borrower of Annual Installment. Approximately 30 days prior 
io the “Anniversary Date” of disbursement, the county office shall notify the 
borrower in writing that the annual! installment is due and pavable on the an- 
niversary date of the disbursement of the loan. In the example shown above, 
the letter should be sent on or about September 1, 1955, and a copy of the letter 
shall be placed in the producer's file in the county office. 

D. Deduction of Instailments from Price-Support Proceeds. If the borrower 
does not pay the installment and interest on the anniversary date of the dis- 
bursement of the loan, deduction will be made by the county committee from 
price-support proceeds or otherwise not later than the end of the applicable 
twelve-month pay period 

bk. Collection of Installments on Loans Held by CCC. The county committee 
will be responsible for the collection of installments on loans held by CCC. 
Any payments received shall be applied first against interest then against prin- 
cipal, except as provided in paragraph 66. Interest shall be computed at the 
rate of four percent per annum (using factor .0001096 per dollar per day for 
the actual number of days) on the unpaid balance of the note, from the date of 
disbursement or date to which interest was paid by previous payment to but 
not including the date of receipt of repayment. See paragraph 27 for method 
of computing interest on loans disbursed under the partial advance plan. 

F. Preparation of Form 500. Upon repayment of an installment and/or in- 
terest thereon, or any portion thereof, of a lean held by CCC, ineluding collection 
made by setoff, the county office shall prepare a Repayment Record (CCC Form 
500). The original CCC Form 500 shall be delivered to the borrower, one copy 
shall be placed in the eustody file, and the remaining copy shall be placed 
in the producer’s file. * * * On loans held by lending ageney, the lending 
agency will prepare the CCC Form 500 for all repayments, including those 
collected by setoff, and will send copies to the county office at the end of each 
week or more often as provided in 6-FI. The original CCC Form 500 shall 
be delivered to the borrower, one copy shall be retained by the lending agency, 
and one copy shall be delivered to the county office to be placed in the producer's 
hie, * * © 

G. Notifying the Borrower. 

1. Notes Containing Automatic Acceleration Clause. If any installment is 
not paid by the end of the applicable 12 months pay period, or by the end of 
any period of deferment or extension, the county office shall remind the bor- 
rower in writing that his note contains an automatic acceleration clause which 
is self-operative, and that if he fails to pay the installment within 30 days 
after the end of the applicable pay period, the entire amount remaining un- 
paid on the loan will become immediately due and payable. If the install- 
ment is not paid within such 30-day period the loan shall be considered to be 
in default and the unpaid balance of the loan shall be transferred to the debt 
record on the 31st day and the case referred promptly to the State office for 
handling. If a MOVABLHE storage facility loan is involved, the county commit- 
tee should attempt to obtain from the borrower his signature on an Agreement 






Agri- 
onths 
with 
ull be 
xceed 
Ss and 
ut of 
1e@ ap- 
uding 
icable 
direct 
ms in 


‘sary 
ration 
is dis- 
aS set 
r per- 
ig the 
rly, of 


| prior 
fy the 
he an- 
above, 
letter 


‘rower 
1e dis- 
» from 
licable 


mittee 
CCC. 
t prin- 
at the 
ay for 
late of 
to but 
nethod 
¥ 
for in- 
lection 
’ Form 
e copy 
placed 
lending 
r those 
»f each 
shall 
agency, 
dueer’s 


nent is 
end of 
he bor- 
» which 
0 days 
ing un- 
install- 
d to be 
he debt 
fice for 
-ommit- 
“eement 








2283 


for Voluntary Liquidation of Mortgaged Chattels (see paragraph 30 C and Ex- 
hibit 10). The State office shall be advised as to whether such agreement is 
obtained. 

2 Notes Without Automatic Acceleration Clause. If any installment is not 
paid by the end of the applicable 12 months pay period, or by the end of any 
period of deferment*—or extension—*, the county office should notify the bor- 
rower in writing that the installment payment is past due and that check or 
money order for the amount of the past due installment, plus interest, should 
be forwarded without further delay. A copy of the letter shall be placed in 
the producer’s file in the county office, and a copy of the letter shall be forwarded 
to the State office. 

H. Calling Loans on Notes Without Automatic Acceleration Clause. If the 
past due installment is not paid within 30 days after the borrower is notified, 
the amount of the unpaid installment shall be considered to be in default and 
placed on the debt record. Under the terms of the note, the county committee 
may, at its option and with the prior approval of the State committee, call the 
loan. In the event the loan is called, the county office shall notify the borrower 
in writing of the call and that the entire unpaid amount of the note is immediate- 
ly due and payable. If payment is not received within 30 days, the unpaid 
balance of the note shall be transferred to the debt record and the case referred 
promptly to the State office for handling. If a MOVABLE storage facility loan 
is involved, the county committee should attempt to obtain from the borrower 
his signature on an Agreement for Voluntary Liquidation of Mortgaged Chat- 
tels (see paragraph 30 C and Exhibit 10). The State office shall be advised 
as to whether such agreement is obtained. 

I. Deduction of Installment from Other Program Funds. Any loan which has 
been entered in the county debt record shall be deducted and paid out of any 
amounts due the borrower under any program carried out by the Department 
of Agriculture, excepting amounts due the borrower out of appropriated funds, 
ie, funds other than CCC funds, when the loan is held by a lending agency. 

J. Responsibility for Collection of Installment. On notes held by the lending 
agency, the county office is responsible for collecting the payment from. price 
support loans or purchase agreements, and assisting the lending agencies in col- 
lecting past-due installments by setoff from CCC payments. The county office 
may give the lending agency such other assistance as they may deem appropriate 
to protect the interests of CCC. On loans held by lending agencies, setoff cannot 
be made except from CCC funds. Loans may be paid in part, or in full, by the 
borrower at any time before maturity. 

K. Release of Security Documents. Upon full payment of farm storage fa- 
cility loans secured by mortgages or deeds to secure debt which is held by CCC, 
or secured by deeds of trust under which CCC is beneficiary, the county chair- 
man or the ASC county office manager or acting manager shall arrange for the 
release or Obtain the release of such instruments of record. In addition, the 
note shall be marked ‘Paid’ and released to the borrower. The chairman of 
each county committee or the ASC county office manager or acting manager is 
authorized to act as agent of CCC in releasing or obtaining the release of such 
instruments. Upon payment of loans secured by instruments held by a lending 
agency, or under which a lending agency is beneficiary, the lending agency should 
he requested to release or obtain the release of such instrument or instruments. 
The borrower is required to pay any expense connected with the releasing of 
mortgages or other security documents in accordance with paragraph (I) of 
CCC Form 298. The cost of renewal fees and/or the cost of releasing documents 
may be paid from the county office bank account and charged to CCC Programs 
Not Elsewhere Specified, line 11, on CSS-497, in those cases where collection 
efforts would not be warranted because of the difficulty and expense involved 
in collecting these small amounts. 

L. Underpayments of $10.00 or Less. Any installment which is UNDERPAID 
in an amount of $10.00 or less SHALL NOT be considered to be delinquent, 
The borrower shall be notified immediately, in writing, of the underpayment, and 
the amount thereof plus interest shall be collected not later than the time the 
hext installment is due. A copy of the letter shall be placed in the producer’s file. 
Note: Any nonpayment exceeding $3.00 on the final installment due shall con- 
stitute a delinquency. Any underpayment of $3.00 or less, on the final install- 
ment, shall be handled in accordance with paragraph 66 hereof. 
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20. Application of storage payments 

The status of the farm storage facility loan at the time the storage payment is 
due the producer will govern the application of the following rules by the State 
and county committees. Farm storage payments earned by borrowers under price 
support or reseal programs shall be applied on farm storage facility loans*— 
as follows :—* 

A. To Any Installment Which is Due and Payable, (if not previously paid in 
cash or from price support proceeds). (Example: Loan disbursed on October 
1, 1953, in the amount of $400. An installment of $100, plus interest, is payable 
between October 1, 1954 and October 1, 1955. Producer is due on August 1, 1955, 
a storage payment under reseal program of $250. The $100 installment, plus in- 
terest is deductible from this storage payment.), and 

B. To Any Extended Installment(s). (Hvample: Loan is disbursed August 
11, 1952, in the amount of $660. An installment of $165, plus interest, was pay- 
able between August 11, 1953, and August 11, 1954. Prior to August 11, 1954, the 
producer was granted an extension by the county committee. On August 1, 1955, 
the producer is due a storage payment of $500. There shall be deducted from 
the storage payment of $500, two installments of $165 each (extended and the 
one payable), plus interest. In other words the storage payment will be applied 
to outstanding loans on basis of original terms of loan, not on basis of extended 
terms.), and 

C. To Any Delinquent Installment(s). (Example: Loan was disbursed on 
May 15, 1952, (under the old program procedure) in the amount of $500. Install- 
ments of $100 each, plus interest, were paid by the producer on January 31, 1953, 
and January 31, 1954. The third installment of $100, plus interest, due and pay- 
able on January 31, 1955, was not paid. There was no extension or deferment, 
hence the installment became delinquent. The delinquent installment (due and 
payable January 31, 1955) of $100, plus interest, is deductible from the $300 stor- 
age payment due’the producer on August 1, 1955.), and 

D. To the Total Loan Indebtedness If the Loan Is in Default. (Ezxample: 
Loan was disbursed July 15, 1953, in the amount of $360. The first installment 
of $90, plus interest, is payable between July 15, 1954, and July 15, 1955. The 
producer fails to pay the installment and is not eligible for an extension. The 
producer is due on August 15, 1955, a storage payment of $400. Under the 
terms of the note the entire loan is accelerated. The total loan of $360, plus 
interest, is deductible from the storage payment), or 

E. To Any Combination of the Above Illustrated Cases. Only after such 
applications have been made will the balance of the storage payment, if any, 
be paid to the producer. 


21, Extension, deferment or*—renegotiation—*of loan 


A. Extensions. When requested by the borrower, loans may be extended for 
one year at a time in emergency cases such as catastrophic losses of crops due 
to drought or other conditions. The loan should not be extended merely be- 
cause the borrower does not participate in the price support programs. In the 
event of crop failure or other reasons beyond the control of the borrower, the 
county committee may extend the term of the loan one year. This will defer 
the remaining installments one year. The financial condition of the borrower 
must be such as to warrant an extension. If the borrower is able to pay with- 
out financial embarrassment, despite current crop losses, then an emergency 
would not exist which would warrant an extension. Any extension applies to 
the principal and interest. Interest will be computed against the principal 
amount of the loan outstanding and added to the amount payable as interest 
accrues, but interest is not to be compounded. Whenever possible, the borrower 
should furnish additional security to CCC on any livestock, crops, ete. in con- 
sideration of granting of the extension. *—-No extension shall be granted if the 
loan is renegotiated. (See paragraph 21 C hereof.)—* 

B. Deferments. When requested by the borrower extensions of less than 1 
year (hereinafter called deferments) for payment of an individual installment 
may be granted by the county committee, provided the circumstances are as 
outlined above. Such a deferment shall not extend the term of the loan or 
defer the remaining installments but merely defers the obligation of the bor- 
rower to pay the particular installment involved. 

C. Service in the Armed Forces. When the operations of the farm property 
are curtailed so as to drastically reduce income from such operation due to the 
fact that the borrower has been called into service in the armed forces, the 
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county committee may extend the loan for the term of one year and may stipu- 
late further that if the borrower is still serving in the armed forces at the 
expiration of the one-year extension and conditions remain the same an addi- 
tional extension of one year will be granted. Any extension is restricted to only 
one year at a time to assure that the county committee will reappraise the cir- 
cumstances and to preclude granting automatic extensions. 

D. Protect OCO’s Security Position. Care should be exercised to see that the 
security position of CCC is not endangered by any extension. The county com- 
mittee should make certain that the borrower’s lease will extend beyond any 
extended maturity date of the loan, plus ten years. 

BE. Payment of Tawes. Before any extension is granted, the county committee 
should ascertain that any taxes have been paid which may constitute a lien in 
any way on the facility, including but not limited to real and personal property 
taxes assessed against the borrower. 

F. Legal Requirements in Granting Extensions. In granting any extension, 
care must be taken to comply with the legal requirements of the particular State 
concerning registration, legal notice, etc. The attorney in charge will be able 
to furnish information with reference to legal requirements. The justification 
for an extension of a loan shall be the responsibility of the county committee, 
and it shall advise the appropriate lending agency, in writing, with respect to 
loans on which extensions or deferments are granted. All requests for loan 
extensions must be submitted in writing by the borrower to the county commit- 
tee. Requests for loan extensions which will defer repayment of the loan more 
than two years beyond the maturity date of the note shall be submitted to the 
State committee for consideration and approval. If the State committee does 
not recommend approval of the third loan extension, the loan shall be called 
immediately by the county committee, unless the borrower can furnish addi- 
tional security. 

*—_G. Renegotiation of loan. The term “renegotiation” means any extension 
of the time for repayment of the loan or any installment thereof (other than 
a simple extension as authorized in paragraphs 21A and 21C hereof), or any 
change in the amount of installment payment. A loan may be renegotiated 
subject to the following conditions: 

1. The security position of CCC with regard to any lien securing the original 
note shall not be impaired. To insure that this condition is met, renegotiation 
instruments submitted to the State committee shall be submitted to the at- 
torney in charge for review. 

2. Renegotiation of a loan shall be authorized by the State committee if it 
determines, upon review of data satisfactory to the State committee (which 
data shall be provided through the county committee) showing, in addition 
toany other information desired by the State committee, that renegotiation of 
the loan is in the best interests of CCC, taking into consideration (a) the fi- 
nancial position of the borrower, (b) the prospective earning capacity of the 
borrower, particularly under price support programs, (¢c) prior efforts in good 
faith to repay the loan, (d) whether the borrower has maintained the facility 
in good condition, (e) whether the facility has been used for any purpose other 
than the storage of eligible commodities, (f) probable net return from fore- 
closure and resale of bin, (g) whether CCC price support program would be 
benefited by such renegotiation. 

8. The amount of a renegotiated loan shall be the unpaid balance of the 
original note plus accrued interest and expenses paid by CCC which are charge- 
able to the borrower, as of the date of renegotiation. 

4. The renegotiated loan shall bear interest at the rate of four (4) percent 
on the unpaid balance. 

5. A loan may be renegotiated for such period, in the light of information 
obtained under 2 (a) and (c) above, as is deemed reasonably necessary to effect 
repayment but in no event shall the maturity date of the renegotiated loan 
be extended beyond ten (10) years following the date of first disbursement 
of the original loan. 

6. The insurance requirements specified in paragraph 22 shall be applicable 
to loans renegotiated in accordance with the procedure set forth herein. 

7. A renegotiated loan must be approved also by the Deputy Administrator, 
Operations, or by the HEexecutive Vice President, if the renegotiated loan 
balance is in excess of (a) $15,000 for movable facilities and (b) $25,000 for 
immovable facilities. The Deputy Administrator, Operations, is authorized to 
approve renegotiated loan balances not in excess of $25,000; all renegotiated loan 
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balances in excess of $25,000 are subject to the approval of the Executive Vice 
President, CCC. 

8. In submitting each case to the Attorney-in-Charge for review and approval, 
the ASC State office should request that the Attorney-in-Charge draw a note 
in conformity with the terms of the renegotiations. 

9. The original loan serial numbers shall be assigned to the new loan docv- 
ments and such loans shall be reported to CCC on Form 274 in accordance with 
paragraph 561, *—and the suffix “R” shall be entered after such serial numbers 
on the serial number control record in accordance with paragraph 53.—* 


22. Insurance. 


A. When Required. The borrower shall be required to maintain insurance 
at his own expense and with coverage existing in the area in an amount 
to cover the face value of the loan and for the life of the loan on all immovable 
facilities. Insurance must also be maintained by the borrowers at their own 
expense on all movable facilities on which the amount loaned was $1,000 or 
more. Each State committee shall determine and advise the county committee 
as to whether insurance will be required on movable facilities on which less 
than $1,000 is loaned. The State committee determination with respect to the 
policy concerning insurance on movable loans under $1,000 shall be uniform for 
the entire State. In the case of direct loans, a copy of the insurance policy 
shall be placed in the producer's file in the county office. For indirect loans, 
the insurance policy is to be held by the lending agency. The lending agency 
will complete the “Insurance” block of Commodity Credit Corporation Form 
296. If insurance is not required, the lending agency shall indicate “Insurance 
not required.” Insurance premiums may be prepaid for the life of the loan or 
they may be paid on an annual basis. 

1. Effective Date of Insurance. Every effort should be made to have the 
borrower provide insurance effective on the date of first disbursement. This 
may be accomplished by discussing the insurance requirements with the bor- 
rower at the time he files his application. He should be advised to secure 
insurance only after he is notified by the county office that his application has 
been approved. The borrower should be advised in writing the date the loan 
will be disbursed and the amount of insurance required. The borrower should 
be allowed about 10 days to secure the insurance. 

A. Outstanding Loans. With respect to loans now outstanding where it is 
found that the insurance policy does not cover the full period of the loan but 
falls short by a few days, the provisions of paragraph J, Application for Loan 
on Farm Storage Facilities (CCC Form 293) will apply in such cases upon 
expiration of existing insurance coverage. 

B. Additional Insurance if Loan is Extended or Renegotiated. The borrower 
shall secure any required insurance at his own expense and with coverage exist- 
ing in the area, at the time disbursement is made, in an amount to cover the 
face value of the loan and for the life of the loan. If the loan is extended 
or renegotiated the borrower shall secure any additional insurance at his own 
expense, in an amount to cover the face value of the loan and for the life 
of the loan for the extended period and he shall deliver a copy of any such in- 
surance policy to Commodity Credit Corporation or to the lending agency at the 
time the loan is disbursed, extended or renegotiated. The county office shall 
notify the borrower regarding the insurance requirements in the same manner 
as provided above. 

C. Insurance Policy Payable to CCC. The insurance policy shall be made pay- 
able in case of loss to the borrower, to Commodity Credit Corporation, and to the 
holder of the note secured by the storage facility as their interest may appear 
at the time of loss. Insurance indemnities shall be handled as joint payee re 
mittanees as outlined in CCC Deposits and Refunds Handbook, 3FI. 

D. Transfer of Insurance Policy. Whenever a farm storage facility loan is 
purchased from a lending agency, or a facility is repossessed, or a facility is 
moved, or a facility is sold, the insurance company shall be notified in writing 
by the county office. In addition, care is to be taken that in sale and assumption 
cases the policy is transferred by proper endorsement or that it is canceled and 
a new policy is issued, and in all instances that the interests of the mortgagee 
are properly covered by endorsement of a currently effective policy. The only 
exceptions are when CCC or a third party acguires title as a result of fore 
elosure of the CCC chattel mortgage, in which case the insurance company 
should be notified but it is not required that the insurance be maintained. 
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E. Insurance Company to Notify CCC of Termination of Policy or Failure of 

Borrower to Pay Premium. *—The county office shall review all policies of 
jnsurance required under this program which are now in force, or which are 
furnished hereafter, and ascertain whether the policy provides that the insurer 
shall notify both CCC and the holder of the note of termination of the policy, 
or failure of the borrower to pay any premium. If a policy does not include 
such a clause, a rider shall be obtained from the insurer which will so 
rovide.—* 
: F, Calling of Loan if Borrower Fails to Pay Premium. If the borrower fails 
to pay any insurance premium on or before the date any such premium is due, 
or in the event any insurance policy is not in effect at any time during the life 
of the loan or extension thereof, *—the loan shall be called.—* In this event, 
the county committee shall notify the borrower immediately, in writing, as 
follows: 

“You are hereby notified that, pursuant to Section J of your Farm Storage 
Facility Loan contract (Commodity Credit Corporation Form 293) *—that the 
loan is hereby called and—* the entire amount remaining unpaid on the Prom- 
issory Note, plus interest, is immediately due and payable. 

“Please forward your remittance in the amount of $——————- to this office 
on or before——————_. 

Very truly yours, 
ASC County Committee 
By is 


G. Amount to be Entered. The figure to be entered in the letter shall be the 
unpaid balance of the note plus interested computed from the date of disburse- 
ment or date of last installment payment to but not including the date specified 
in the letter. The borrower shall be allowed about ten (10) days to forward 
the payment to the county office. A copy of the letter shall be placed in the 
producer’s file in the county office. 

H. Referral to State Office. If the borrower fails to make payment within the 
time prescribed in the written notification, the loan shall be considered to be in 
default and the unpaid balance of the loan shall be transferred to the debt 
record and the case referred to the State office for handling. If a MOVABLE 
storage facility loan is involved, the county committee should attempt to obtain 
from the borrower his signature on an Agreement for Voluntary Liquidation 
of Mortgaged Chattels (see paragraph 30 and Exhibit 10). The State office shall 
be advised as to whether such agreement is obtained. 


23. Maintenance and use of storage facility 


A. Maintaining Facility. The borrower shall be required to maintain the stor- 
age facility on condition and keep it available for storage of grain until the loan 
is paid in full. 

B. Authorizing Use of Facility. County committees are authorized to permit 
the use of the facility when it is not currently needed for the storage of eligible 
commodities, if the borrower requests prior approval and the excepted use will 
hot impair the use of the facility for eligible commodities (see Section H-CCC 
Form 293). The authorization by the county committee must be in writing. 
Approval may not be given if any conversion is necessary to adapt the facility 
for excepted use. In approving loans, extreme care should be exercised by the 
State and county committees in ascertaining that the intended primary use of 
the facility is for the storage of eligible commodities rather than for an excepted 
use. The foregoing restrictions, of course, apply only for the duration of the 
loan, and when the loan is paid in full the owner may use the facility in any 
manner he wishes. (See also paragraph 14.) 

24. Service charges 

A. Method of Computation. A service charge of one (1) percent of the loan 
shall be collected from the applicant at the time the application is made, but in 
ho event shall the charge be less than $5.00. *—If the amount of the loan is 
either reduced or increased, the service charge shall be recomputed on the basis 
of the new amount of the loan. The difference in the service charge shall be 
collected from or refunded to the applicant—* Over-collections of service 
charges, and service charges in excess of the minimum of $5.00 in the case of 
loans rejected or not completed, shall be refunded by the county committee in 
accordance with the county administrative handbook. 
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EFrecrs or INEQUITABLE PAYMENTS OF SUBSIDIES ON WHEAT Four 
FOR Export 


(The following material was requested on p. 1750.) 


C. S. KAUFFMAN & ASSOCIATES, 
Washington, D.C., August 5, 1958. 


To: Hon. James Whitten, Congressman, State of Mississippi, Washington, D.C. 

Subject: An inequitable method of paying subsidies on wheat flour for export 
which causes shortage of domestic supply, disrupts normal price relations, 
costs taxpayers money but does nothing to reduce the surplus of wheat and 
retards the growth of our industry. 

Submitted by: C. S. Kauffman & Associates, in behalf of Keever Starch Co., 
one of the industrial users of certain types of flour usually known as Clears. 


When wheat is exported and a subsidy thereon is paid, a specific amount of 
U.S. wheat is eliminated from the existing surplus. 

Congress, some years ago, upon application of flour millers, obtained author- 
ization to export wheat in the form of flour. Under this plan, when an export 
order was received, the flour millers applied to CCC for the wheat required 
for the order. CCC sold the wheat at world prices—that is, at a subsidized 
price. Flour millers were thus supported in volume of business, and in employ- 
ment of U.S. labor. 


A change in policy—to cash subsidy 


A few years ago CSS switched to a cash subsidy policy. 

Under this plan flour millers, or exporters, presumably bought the necessary 
wheat on the market, made the type of flour required, and received cash for 
differences between domestic and foreign prices. No disturbance to domestic 
market occurred at first. 

The idea was fine until flour millers discovered that they could get full sub- 
sidy on “flour or Clears,” whether produced in their own mills or elsewhere. 

That sounds fine—until you ask what is flour? What are Clears? The 
Export Division doesn’t define—although every other branch of Government, 
including military, and all of the world traders, U.S. and others, have very 
specific definitions. 


Conventional or standard definitions used everywhere except Commercial Ea- 
port Branch 


When wheat is milled (ground) the purpose is to obtain the white portions 
of the kernel, known as starch and gluten, and to eliminate the brown, fibrous 
portions. This is done through a series of screenings. 

The major product is known as flour; the byproducts are known as Clears— 
and feeds. 

The differentiation between the various types is universally made by deter- 
mining the amount of ash (fiber) and protein. 

Flour is usually specified as not over 0.48 ash or fiber. 

The byproducts, known by various trade names, are anywhere from 0.48 
or more. 

Under the present subsidy of the Export Branch, flour or its byproducts re 
ceive the same subsidy. 

For example, if wheat is selling at $2 per bushel : 

Patent flour under 0.48 ash will sell for approximately $6 per 100 pounds; 
subsidy as of August 4, $1.72 per 100 pounds, Atlantic port. 

Clears, flour with more fiber than regular so-called patent flour should sell 
for $4.50 per 100 pounds ; subsidy, $1.72 per 100 pounds. 

High-ash flour, ash, or fiber over 0.80 should sell as low as $3.50 per 100 
pounds ; subsidy, $1.72 per 100 pounds. 

Paying subsidy in this manner is something like supporting cottonseed 
by giving the same subsidy on oil, meal, linters, and hulls. 

We use the high-ash type, often called industrial flour. 

With the high subsidy on all types of flour, flour millers and exporters find it 
advantageous to buy up the so-called low grades, or high ash. It’s profitable. As 
Mr. A. B. Sparboe, vice president of Pillsbury Mills, said in a public statement in 
Chicago, the flour millers are riding a “gravy train.” 

As a result, it is often difficult for us to obtain the type of flour we use, ordi- 
narily called industrial flour, 0.55 to 0.80 ash, and we pay about 75 cents more per 
hundredweight than normal. 
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What we suggest as aremedy 


We are asking that the Commercial Export Branch follow conventional and 
universal practices by— 
1. Paying a full subsidy on flour—defined as flour in the conventional 
method of definition—ash content and protein ; 
2. Paying a lesser subsidy on the low grades, or byproducts. 
This would immediately restore normal price relationships and would remove 
the incentive to buy up cheap flour on the domestic market. 


Our industry can grow if normal relations are established 


Congress appropriated considerable money for a research designed to find 
markets for surplus farm commodities. 

Our industry has spent considerable money to find new products—and new 
markets. 

We found these new markets, and are ready to grow, the moment we can be 
sure that our type of flour will be available on the usual basis, and that we will 
not be outbid by exporters who use taxpayers’ money to raise the price and 
outbid us. 


SrerTeMBeER 19, 1958. 
Hon. JAMIE L, WHITTEN, 
House of Representatives. 


DEAR CONGRESSMAN WHITTEN: There is enclosed a report on the Depart- 
ment’s export subsidy program on flour, as requested in your letter of August 8, 
1958. In your further letter of August 29 you indicated that it would be satis- 
factory if this report were to be submitted in about 2 weeks, in other words 
about now. 

If additional information is desired we will be pleased to supply it. 

Sincerely yours, 
CLARENCE L. MILLER, 
Acting Administrator. 


Report ON Export PAYMENTS ON WHEAT, AS APPLIED TO FLOUR, UNDER THE 
CoMMopITY CREDIT CORPORATION FLouR Export PRoGRAM 


GENERAL PROGRAM DESCRIPTION 


1. Under this program, commercial exporters in the United States sell flour 
in the world market. These sales are registered with the Commodity Credit 
Corporation under terms and conditions of the program, and upon subsequent 
proof of exportation the exporters receive cash payments on the basis of the 
subsidy rate in effect at the time of sale. The rates are publicly announced 
daily by the CCC. The purpose of the program is to secure and maintain a fair 
share of the world export flour trade, thus to market U.S. grown wheat, in this 
case in the form of flour. Domestic market prices of wheat being higher than 
competitive world prices of wheat, U.S. exporters of flour are enabled by reason 
of the subsidy payments to purchase wheat on the domestic market, and to 
sell it in the form of flour at the lower competitive world level. Under a 
companion program for wheat, exporters receive certificates which are redeem- 
able in wheat from CCC stocks in lieu of cash payments. Because of the multi- 
tude of relatively smaller export sales of flour, the blends of various wheats 
which are used in milling, and other complicating factors, cash payments in 
connection with flour exports have been considered more practicable and more 
economical to administer than payments in kind, as in the case of wheat. 

2. At the outset of the present program, in 1949, payments were made only 
in connection with sales under the International Wheat Agreement. The 
amount of the subsidy was determined mainly by the difference between domes- 
tie market prices of wheat and the maximum export selling price under the 
wheat agreement. U.S. flour exports at that time were relatively low, and 
most exports of wheat and flour outside the wheat agreement occurred under 
postwar government-to-government arrangements. 

3. In 1953 world wheat prices declined, piercing the wheat agreement ceil- 
ing. Coincidental with that circumstance, world trading in wheat and flour 
had substantially returned to a commercial basis, and the flour export pro- 
gram was extended to include export sales outside the wheat agreement as 
well as sales within it. From 1953 to 1956 export payments continued to be 
made on wheat agreement exports, but the method of subsidizing non-IWA 
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exports of flour involved purchases by U.S. flour exporters of wheat from CCC 
at world prices. and the exportation of an equivalent quantity of flour. 

4. Since 1956 there has been one uniform export flour program. All exports, 
whether under the wheat agreement or outside the agreement (including title 
I of Public Law 480 but excluding donations under titles II and III), are 
effected through sales by commercial exporters; all trade occurs in the com- 
petitive world market; and cash payments are made by CCC on.all these ex- 
ports at the same publicly announced rates. 

5. Export payments on sales which are recorded by the Wheat Council under 
the International Wheat Agreement are authorized in the International Wheat 
Agreement Act of 1949, Public Law 421, as amended, and payments on exports 
under Public Law 480, the Agricultural Trade Development and Assistance: Act 
of 1954, are authorized in that act. Payments on other non-IWA exports are 
made pursuant to the authority in the CCC Charter Act. The program has been 
approved by the Board of Directors of the Commodity Credit Corporation and 
the Secretary of Agriculture. The program terms and conditions, and all revi- 
sions and amendments, are issued by the executive vice president, CCC, and 
published in the Federal Register. A copy of the currently effective terms and 
conditions is incorporated in this report as appendix 1. 


BASIS FOR FLOUR PAYMENT RATES 


6. As heretofore indicated, the wheat and flour export programs are designed 
to reimburse exporters for the difference between domestic prices of wheat and 
the prices at which it is necessary to sell in the competitive world market. In 
the case of wheat, the payment rate is on a bushel basis. In the case of flour, 
the rate is on a per hundredweight of flour basis, it being considered that 2.33 
bushels of wheat are required to mill 1 hundredweight of flour of a 72-percent 
type of extraction. No milling costs, packaging costs, mill-feed credits or similar 
factors are taken into account in establishing the subsidy rate; rather, it is the 
intention that the export payment on flour, although expressed in terms of a 
hundredweight of flour, should in fact be a subsidy on the wheat which the 
U.S. miller utilizes in milling the flour which is exported. The rationale is that 
with respect to wheat cost, this places the U.S. miller in a position comparable 
to that of the miller in Canada and other exporting countries, as well as millers 
in consuming countries, who obtain wheat at world prices. 

7. All other things being equal, the export payment rate per hundredweight of 
flour would be the wheat rate per bushel multiplied by the milling conversion 
factor of 2.38. However, there are important factors which necessitate one ap- 
proach to export rates in the case of wheat and a different approach in the 
case of flour. In both cases the method is consistent with the underlying prin- 
ciple that the subsidy is designed to close the gap between domestic market prices 
and world prices, even though it differs in the respective cases of wheat and 
flour by recognizing that the domestic price which the exporter of wheat needs 
to pay for wheat in export position at a port is one thing, and the domestic price 
which a flour miller needs to pay for milling wheat in a milling center is yet 
another. Also, in the ease of wheat, it has proven very practicable and economi- 
cal to establish separate rates for various classes, i.e, Durum, Spring, Hard 
Winter, Soft Red, and White wheat, whereas it has proven more practicable and 
administratively desirable to apply a common flour rate to all grades of flour 
exported from each coastal area. This is because wheat utilized in export 
milling is selected and blended by the mills in order to meet the particular 
specifications of each foreign buyer and the type of competition prevailing in the 
country of destination. To attempt to establish categories of flour at differing 
rates on the basis of the classes of wheat from which it was milled has not 
seemed feasible or advisable. The applicability of the same rate of subsidy 
to flour milled from higher costing wheats and to lower costing wheats as 
well does not result in oversubsidization on flour milled from the lower costing 
wheats. The international flour market is extremely competitive, and flour 
milled from the lower costing wheats necessarily must sell in export more 
cheaply in order to be competitive: in fact, it is in foreign markets for lower 
priced soft wheat flours that U.S. exporters encounter the keenest competition 
and at the present time are experiencing difficulty in maintaining their position 
in these markets. 

8. It has been explained that there are varying factors affecting the cost of 
wheat to wheat exporters, and the cost of wheat to flour millers, which result in 
different dollar-and-cent export subsidy rates for each of these commodities, One 
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of the principal factors is the circumstance that wheat for export as wheat fre 
quently originates relatively near ports of exit, whereas no mills are located at 
ports except on the Pacific coast and most mills are located near inland milling 
centers. Due to the shorter hauls on wheat which is exported as wheat, and 
additionally to the fact that considerable wheat moves to port by trucks at lower 
transport cost, market prices at ports are considerably less than for wheat which 
moves from point of origin to mills, and thence to ports in the form of flour. 

9. As an example of the foregoing, during the crop year 1957-58, market 
prices of No. 1 Hard Winter wheat, f.0.b. vessel Galveston, averaged $2.34 per 
bushel.t This would represent wheat for exportation as wheat. At the same 
time, the average market price at Kansas City of No. 1 Hard Winter wheat, 
with freight added to f.o.b. position at Galveston, was $2.5414 per bushel.’ This 
would represent wheat for exportation in the form of flour. Since the subsidy 
on flour to millers is essentially a subsidy on the wheat utilized in milling the 
flour, the subsidy for flour is based on f.o.b. prices of wheat at ports as in the 
case of the wheat subsidy, but the two subsidies are computed separately to 
take into account the market prices applicable in the respective cases as noted 
above. It will be observed from the example given above that for the crop year 
1957-58, the one factor of the applicable market price (Galveston versus Kansas 
City plus freight to port) resulted in a higher cost on milling wheat of about 
20 cents per bushel. 

10. Another principal factor affecting the relative costs of wheat for export as 
wheat, and wheat for milling and export in the form of flour, is the variation in 
premiums for protein. Ever since 1953-54, the bidding in milling centers for 
protein wheat for milling purposes has resulted in very considerable extra cost 
to millers. As an example, during the crop year 1957-58 premiums for Hard 
Winter wheat of 12.50 protein at Kansas City reached a high point of 24 cents 
per bushel over wheat of ordinary protein content. The midpoint of the premium 
range for 12.50 protein averaged for the year 8 cents per bushel ® over the price 
of ordinary Hard Winter wheat. 

11. As another example in a different milling area, during the crop year 1957- 
58 premiums for Northern Spring wheat of 14.00 protein, at Minneapolis, reached 
13 cents per bushel over wheat of ordinary protein content. The mid-point of 
the premium range for 14.00 protein averaged for the year 5 cents per bushel * 
over the price of ordinary Northern Spring wheat. 

12. As contrasted with the protein costs outlined above, it has not been gen- 
erally customary in international trade in wheat for buyers to pay a premium 
for protein. Consequently there is no bidding for protein wheat at ports, and 
protein premiums at such locations are nominal; at U.S. gulf ports, for example, 
the premium for 12.50 percent Hard Winter wheat is only 1 cent per bushel 
over the price of ordinary protein. It will be seen then that during 1957-58, 
protein costs in connection with wheat for exportation in the form of flour aver- 
aged somewhere in the neighborhood of 5 to 8 cents per bushel—costs which are 
not significantly present in the case of wheat exports. 

18. There is a third principal factor affecting the flour subsidy which does 
not exist in the case of the wheat subsidy. This is the adjusted price at which 
the Canadian Wheat Board makes wheat available to Canadian mills in connec- 
tion with all flour exported from Canada. Although not directly affecting the 
costs of wheat to American mills, yet this Canadian Wheat Board adjustment has 
the same effect as an additional cost factor to U.S. mills, inasmuch as it lowers the 
price of wheat to Canadian mills which constitute the largest single group with 
which American mills must compete. The Canadian price adjustment on flour 
throughout the 1957-58 year has been 8% cents per bushel at Atlantic ports and 
10 cents per bushel at Pacific ports. 

14. Keeping in mind the factors outlined above which result in different wheat 
costs in the case of wheat exports and in the case of flour exports, in the follow- 
ing three paragraphs are shown comparisons of export payment rates which 
were in effect for the three coastal areas on September 2, 1958. These compar- 





1 Average of prices of ordinary protein wheat on the 1st and 15th of each month. 

2Average of prices on the 1st and 15th of each month. Protein of 12.50 percent is 
given, as this is a percent considered necessary on Hard Winter wheat in order to mill 
flour which will meet competition. 

* Average of prices on the 1st and 15th of each month. Protein of 14 percent is given. 
as it is considered necessary to use 13 to 15 percent protein wheat in order to mill spring 
Wheat flour which will be competitive with Canadian flour, which is spring wheat flour, 
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isons indicate the relative equality of the wheat and flour rates. 


15, Gulf coast: 








[In cents] 
Flour rate 
Wheat rate 
Class per bushel 
Per hun- Equivalent 
dredweight per bushel 
Ne on re a dS ian Ladkubnnnnkanddaieials 44 } * 
NE oi tile dbhddesddstilbanbonkstondisanbdindesnbadbiubbond 57 166 a 





Although the equivalent per bushel rate at the gulf on flour was 27 cents 
higher than the rate on Hard Winter wheat, the factors discussed in paragraphs 
9 to 13 as they relate to Hard Winter wheat accounted for extra costs on flour 
aggregating 25 cents per bushel on the date of the subsidy rates cited. 

The difference between the flour rate and the Spring wheat rate was 14 cents 
per bushel, and the relevant factors as they relate to Spring wheat accounted 
for 16 cents. 

16. East coast: 

{In cents] 











| Flour rate 
Wheat rate | ‘Sintetendees 
Class per bushel | | 
Per hun- Equivalent 
dredweight per bushel 
ii dnacicb ced unisanapents aldseccemnsinenen a uewisnubionirem 60 \ 159 68 
een Te * eer eae 44 ; 





The equivalent per-bushel rate on the east coast on flour exceeded the rate on 
spring wheat by 8 cents, but the factors discussed in paragraphs 9 to 13 as they 
relate to spring wheat accounted for extra costs on flour aggregating 16 cents 
per bushel on the date of the subsidy rates cited. 

The difference between the flour rate and the rate on soft wheat was 24 cents 
per bushel. Here the difference is accounted for by the Canadian flour ‘adjust- 
ment” of 814 cents per bushel and the factors discussed in paragraph 7 pertaining 
to competition on flour milled from the lower costing wheats. 

17. West coast: 





{In cents] 
| 
Flour rate 
Wheat rate 
Class per bushel 
Per hun- Equivalent 
dredweight | per bushel 
iets kc oe et ee Sd No rate 
IN S55 so ciples a neces Pecks abana 27 } 159 ® 


There is at present no export rate for spring wheat on the west coast because 
supplies in that area currently are considered only adequate for domestic de- 
mand and milling purposes. However, the current domestic market price of 
Northern Spring wheat, 14 protein on the date of the subsidy rates cited was 
$2.38% per bushel compared with $1.961%4 for No. 1 White wheat, or 42 cents 
per bushel higher. This difference, plus the Canadian flour adjustment on ex- 
ports from the west coast of 10 cents per bushel, totals 52 cents, or considerably 
more than the difference between the rate established for White wheat and the 
rate established for flour. 


EVALUATION OF RATES ESTABLISHED 


18. It has been indicated that in establishing the daily payment rates for 
flour, basically the subsidy is a subsidy on the wheat used in the milling of the 
flour for export. Domestic market prices and competitive world prices of wheat 
are taken into account rather than competitive world prices of flour. Nonethe- 
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less, the purpose to be served by the rates is to enable millers to export U.S. 
grown wheat in the form of flour and to maintain foreign markets for U.S. flour. 
In evaluating the rates which are established, it is the object to insure that the 
rates are adequate to obtain a fair share of the world trade in flour, using the 
comparative prices of flour in countries of destination as a criterion, as well as 
trends in flour exports of the United States and other flour exporting countries. 
Using these same criteria, it likewise is the purpose to insure that the rates 
which are established are not excessive so as to result in increased program 
costs to the Government without compensating benefits, or excessive so as to 
complicate international relations. 

19. Our subsidy office is in day-to-day touch with the U.S. flour export trade, 
it is conversant with that portion of international trade which is conducted by 
formal bids and awards, and from time to time it assesses the competitive sit- 
uation in key flour purchasing countries. Such a spot check of flour prices in 
certain countries was made during the month of August 1958 through agricul- 
tural attachés in American Embassies in those countries, The following is a 
brief summary of this competitive spot check: 

Philippines, August 14, 1958: Flour prices, cost and freight, Manila, per hun- 
dredweight, as follows: 


First class United States about 13.75 protein; about 0.44 ash_._________ $5. 525 
First class Canadian about 13.50 protein; about 0.45 ash__-___-_____ 5. 25 
Third class United States 7.00 to 8.00 protein; ash 0.46_--__-.._-_--__ 4. 625 
BPETIAG DORE DORI Rida erentarsecleoweriintenterewniebetedtiiers 4. 27 


Japan, August 20, 1958: Japanese imports average 20,000 metric tons, all first 
dears and second clears, 80 percent United States and 20 percent Canada. Latest 
U.S, clear grade price c.if. Yokohama, $4.20 per hundredweight. Canadian 
price reported about the same. 

Guatemala, August 19, 1958. United States and Canada supply practically 
all flour imports, with the United States supplying three-fourths. U.S. and Cana- 
dian flour virtually same quality and price. Current c.i.f. prices $6.40 per hun- 
dredweight at Barrios and $6.70 at San Jose. 

Venezuela, August 18, 1958: Prices cif. Guaira per hundredweight are: 
First quality $6.90, second quality $4.50, $4.60, and $5.20. Prices are the same 
for Canadian and U.S. flour. 

Lebanon, August 4, 1958: Price information was obtained in connection with 
recent flour imports, which are usually in quantities of 1,000 to 1,500 tons at a 
time : 

Canadian $120 per metric ton, equals 38.4 piasters per kilo, or $5.45 per hundred- 
weight. 

American $90 per metric ton, equals 28.8 piasters per kilo, or $4.08 per hun- 
dredweight. 

French F'r28,000 per metric ton, equals 20 piasters per kilo, or $2.84 per hun- 
dredweight. 

German DM21/10 per metric ton, equals 19.2 piasters per kilo, or $2.72 per hun- 
dredweight. 

Italian Lit21/—per metric ton, equals 18.8 piasters per kilo, or $2.67 per hun- 
dredweight. 


Costa Rica, August 22, 1958: Prices per hundredweight of flour, c.if. Costa 
Rican ports: 


U.S. prices Canadian 
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Hard wheat flour: 
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Dominican Republic, August 24, 1958: U.S. patent, 100 pounds, $6.45 and 
$6.55. Clears, four 25-pound, $5.60, and $5.70. Durum, 100 pounds, $6.70. (Ca. 
nadian patent and Durum same. Clears vary more but same at moment. 
Nicaragua, September 2, 1958: Following are c.if. prices per hundredweight 
of flour: 



















| Grade | Price 

U.S. mill: | | 

 @ieerr: Te Fe ee ete beat D eg bebe Hard Spring, 14 percent protein............----.-- $6.67 

ne pecan peel ee ee, Bel OORONEE DIOOIE.. . Wn cncsvedsscns | 6.67 

nl a a | Hard Spring and Hard Winter, 11.2 percent 6.0 

protein. 

Rt ON DS oc cwcbte en Not specified, 14 percent protein . -.........-..-... 67 
» 


Panama, September 2, 1958: Following are c.i.f. prices of flour imported, per 
hundredweight: 


U.S. hard wheat flour : $6.40 and $6.50. 
U.S. soft wheat flour: $4.80. 
Canadian hard wheat flour: $6.40. 


Ghana, September 2, 1958: Following are computed prices of flour per bag on 
the basis of total bags and total invoice value per shipment: 

Origin Price 
RIN tet 0 a oe ee eg Sit came e kee ae $8, 48 
NNN oO nS ce i i ih a eer ps ois meen eb abate inte a ieee 8.46 
PTT RN ce ee ns Sie RS ae 8, 29 
Australia 





20. It will be noted that in these representative foreign flour markets for the 
most part the prices of U.S. and competitors’ flour are about the same or that 
U.S. flour is being undersold in some instances, indicating that the subsidy rates 
as established are performing their function but not undercutting world prices. 
The Department is thereby reassured that the funds involved represent necessary 
expenditures and are obtaining for the United States the intended benefits. 


RESTRAINT IN ESTABLISHMENT OF FLOUR SUBSIDIES 





21. Although the United States is generally competitive, as indicated above, 
there are instances when the subsidies which are established are inadequate to 
enable U.S. exporters to compete in certain areas or at certain times. Notwith- 
standing the recognized desirability of exporting as much flour as possible in 
order to reduce surplus wheat stocks and to maintain foreign markets, it is con- 
sidered necessary from the standpoint of good policy and discreet administra- 
tion, and the proper use of appropriated funds, to maintain a reasonable balance 
between the subsidies on wheat and the subsidies on flour. This means that 
certain restraint is exercised in the establishing of flour subsidy rates, even 
though it is known that the subsidy will be inadequate to enable U.S. exporters to 
compete in the instances mentioned. We count this an unfortunate loss to United 
States trade but a loss which it might be reasonable to believe would occur if 
domestic market prices were such as to not require a subsidy program. The 
existence of these competitive areas in which the subsidy rates are inadequate 
serve as an index to the effectiveness, or ineffectiveness, of the rates, and an indi- 
cation of the absence of oversubsidizing. 

22. A brief summary of recent unsolicited trade reports as to the inadequacies 
of the flour subsidy rates is as follows: 

September 9, 1958: A mill operating in both Canada and the United 
States reported its Trinidad agent sold Canadian flour at $4.25 per hundred- 
weight and U.S. flour of same analysis at $4.30; mill was obliged to reject 
the $4.25 price, as $4.45 was the cheapest they could offer U.S. flour. 

August 14, 1958: Reported from Singapore to a Pacific Northwest mill: 
Canadians are offering spring wheat flour at $5.18 per hundredweight. This 
mill’s lowest price is $5.62 per hundredweight. 

August 12, 1958: Reported from Jamaica to a Minnesota mill: Offers were 
rejected because French flour was offered at 30 to 35 cents per hundred- 
weight less. 
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August 6, 1958: Reported by a Pacific Northwest mill: Japan during first 
5 months of 1958 took 16 percent of total Hong Kong business as compared - 
with 4 percent in the corresponding period a year ago. Thus far the U.S. 
has maintained its share, with Canada and Australia losing out, but fearful 
that U.S. trade also will be impaired. 

June 11, 1958; From the seeretary, Pacific area group, Flour Millers’ Ex- 
port Association: We have recently received information from Singapore 
quoting prices on flour delivered there from Japan, Hong Kong, France, 
Germany, Italy, and Australia, all of which were far below what we can 
quote from the United States. 

June 20, 1958: Reported by a Minnesota mill: Kuwait agent advices that 
Italian flour is offered about $1 per hundredweight under this company’s 
clear flour from its mill in Southwest United States. Also, Jamaica agent 
reports that French flour is offered below this company’s price based on cur- 
rent subsidy. 

April 23, 1958: Reported by Pacific area group, Flour Millers’ Export As- 
sociation: Australia, together with France and Germany, has established a 
market level for soft wheat flour in the Orient from $15 to $20 per ton lower 
than we can quote. If our industry (in the Pacific Northwest) is to survive 
it will be necessary that we immediately be given enough subsidy to enable 
us to compete on soft wheat flour in all markets of the Far East. 


EXPORT PAYMENTS ON CLEAR FLOUR 


98. Since the beginning of the current flour export subsidy program in 1949, it 
has enjoyed a remarkable record of approval from all quarters including wheat- 
growers’ associations, export trade groups, international trade people, our own 
auditors, the General Accounting Office, and others. We believe this is hecause 
it has been adapted to practical commercial operations; and, insofar as feasible 
and consistent with the safeguarding of the Government’s interests, normal com- 
mercial practices have been facilitated and encouraged. Always there has been 
a conscientious endeavor to administer the program equitably and economically. 
During the 9 years’ operation, there has been only one dissent to the methods 
which have been employed. This objection has come from three companies in 
the United States which purchase flour “clears” on the domestic market and 
utilize these clears in the manufacture of wheat starch, gluten, and monosodium 
glutamate. Inasmuch as a full report has been requested, a brief summary of 
this one trouble spot, and its current status, is appended to this report. 





APPENDIX 1 


U.S. DEPARTMENT OF AGRICULTURE, 
CoMMODITY STABILIZATION SERVICE, GRAIN DIVISION, 
Washington, D.C., November 8, 1950. 
To: Exporters of wheat and flour. 
Subject: Terms and conditions, flour.export program, cash payment, effective 
November 15, 1956. 

The attached terms and conditions represent the offer by Commodity Credit 
Corporation to make cash payments to exporters in connection with the net 
quantity of flour, milled from U.S. grown wheat, exported pursuant to foreign 
sales, Loth inside and outside the International Wheat Agreement. These 
terms and conditions supersede those issued June 21, 1956, which pertained only 
tosales under the IWA. 

The new terms and conditions provide substantial uniformity for all export 
sales. The special provisions relating to IWA recording requirements are con- 
tained in sections 483.220 through 483.222. 

The Department announced on October 26, 1956, that effective November 15, 
1956, Commodity Credit Corporation will discontinue making available its stocks 
of wheat for milling into flour for export. This source of wheat at special export 
Prices is no longer necessary inasmuch as the export payments now available 
for both IWA and non-IWA sales will enable millers in both cases to utilize wheat 
from commercial market sources. 

CCC Forms 362 and 368, Declaration of Sale and Notice of Export, respectively, 
are to be used for both IWA and non-IWA transactions. Copies of these forms 
hay be obtained from the CSS commodity offices listed in section 483.280. 
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Exporters attention is directed to section 483.205(c) which provides that ex. 
porters will be eligible for cash payment under this program covering flour sales 
consummated on and after November 15, 1956, except that sales consummated 
prior to November 15, 1956, will be eligible for cash payment provided they are 
registered not later than November 21, 1956, and the export payment rate in effect 
from 12:01 a.m. EST to 3:30 p.m. EST November 15, 1956, will apply to such 
sales. 

JOHN E. Tripp, 
Deputy Director, Grain Division, 


FLOUR EXPORT PROGRAM—CASH PAYMENT TERMS AND CONDITIONS 


TiTLe 6—AGRICULTURAL CREDIT 


CHAPTER IV—CoMMODITY STABILIZATION SERVICE AND COMMODITY CREDIT 
CORPORATION, DEPARTMENT OF AGRICULTURE 


SuBcHAPTER C—Export ProGRAMS 
Part 483—WHEAT AND FLOUR 


SUBPART—F'LourR Export ProGRAM—CASH PAYMENT (GR-346) TERMS AND 
CONDITIONS 


GENERAL 
Sec. 


483.201 General statement. 


ELIGIBILITY FOR PAYMENT BY CCC 


483.205 General conditions of eligibility. 
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DEFINITIONS 


Vice president. 
Director. 
Flour. 
Export. 
Exporter. 
Ocean carrier. 
United States. 
International Wheat Agreement. 
Wheat Council. 
. 8:81 e.s.t. 
483.295 Day. 
483.296 IWA crop year or crop year. 
AUTHORITY: Secs. 483.201 to 483.296 issued under Sec. 5, 62 Stat. 1072; 15 USC 714c. 
Interpret or apply Sec. 2, 63 Stat. 945, Sec. 104, 64 Stat. 198, 67 Stat. 358, 70 Stat. 966: 
7 USC 1641, 1642. 


GENERAL 


483.201 General Statement. In order to encourage the sale and exporta- 
tion by commercial exporters of flour processed in the United States from wheat 
produced in the United States, and in order to exercise the rights, obtain the 
benefits, and fulfill the obligations of the United States under the Interna- 
tional Wheat Agreement, the Commodity Credit Corporation (referred to in this 
subpart as CCC) offers to make cash payments to exporters under the terms and 
conditions stated in this subpart. The program will be administered by the 
Commodity Stabilization Service. United States Department of Agriculture, and 
information pertaining to the program may be obtained from any of the CSS 
offices listed in Section 483.280. 


ELIGIBILITY FOR PAYMENT BY CCC 


483.205 General conditions of eligibility. (a) Payment under this program 
will be made to an exporter in connection with the net quantity of flour exported 
from the United States to a designated country and the net quantity of flour in 
customs bond in Canada exported in like manner from Canadian ports, ex- 
cluding West Coast Canadian ports, pursuant to a sale to a foreign buyer for 


which the exporter receives a Notice of Registration from the Director, Grain 
Division, Commodity Stabilization Service (referred to in this subpart as the 
Director), in accordance with Sec. 483,236, subject to the Terms and Conditions 
set forth in this subpart. Payment also will be made to an exporter for flour 
exported prior to sale and for which the exporter has received a Notice of 
Registration from the Director, subject to the Terms and Conditions of this 
subpart particularly Sec. 483.209. 

(b) Sales to foreign buyers under the International Wheat Agreement, and 
outside the International Wheat Agreement, may be made pursuant to this 
program. Countries designated as IWA and non-IWA are defined in Sec. 
483.206. A sale under the IWA differs from a non-IWA sale only in that the 
former is recorded under the International Wheat Agreement against quotas 
of the buying country and of the United States, normally pursuant to request of 
the buyer, and is subject to open quota balances and other requirements as set 
forth in this subpart. Final determination of recordability under the Wheat 
Agreement is under the jurisdiction of the Wheat Council (See Sec. 483.221), 
but an exporter’s rights under this subpart are not altered by any action of the 
Wheat Council. 

(c) Payments under this subpart will be made only with respect to exports 
of flour where the time of foreign sale is on and after November 15, 1956, except, 
that where the time of foreign flour sale is prior to November 15, 1956, such 
sale may be registered as provided herein not later than November 21, 1956, and 
the export shipment of flour pursuant to such sales will be eligible for cash 
export payment at the export payment rate in effect from 12:01 a.m. EST to 
3:30 p.m. EST November 15, 1956, provided, such sales have not been other- 
wise registered for cash payment and government export assistance with respect 
A such sales has not been obtained through purchase of CCC wheat at reduced 
prices. 

(d) A sale which involves flour derived in whole or in part from wheat produced 
outside the United States, or flour milled outside the United States is not eligible 
for registration under the program. However, in the event the Direoctor deter- 
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mines that ineligible flour is exported unintentionally, payment may be made 
but only on that portion which it is established to his satisfaction was milled in 
the United States from wheat produced in the United States. 

(e) Flour exported which is derived from wheat obtained under any program 
wherein the CCC sales price reflects an export allowance or from wheat which is 
sold by CCC under condtions specifically excluding the flour milled from such 
wheat from exportation under this program, shall not be eligible for payment 
under this subpart. 

483.206 Designated countries. (a) With respect to sales made for recording 
under the International Wheat Agreement, a designated country shall be any 
country or territory which has been designated in a rate announcement (see 
Sec. 483.230) as having a quota open for IWA sales. 

(b) With respect to sales not specifically made for recording under the Inter- 
national Wheat Agreement, a designated country shall be a destination outside 
the continental limits of the United States, excluding Alaska, Hawaii, or Puerto 
Rico, and also excluding 

(1) Any country or area listed as Sub-Group A of Group R of the Compre- 
hensive Export Schedule issued by the Bureau of Foreign Commerce, U.S. 
Department of Commerce, unless a license for such shipment or transhipment 
thereto has been obtained from such Bureau ;’* 

(2) Macao unless specific license for such shipment or transhipment 
thereto has been obtained from the Bureau of Foreign Commerce, U.S, 
Department of Commerce ; * and 

(3) Hong Kong in the case of any commodity for which a specific license 
is required by regulations of the U.S. Department of Commerce under the 
Export Control Act of 1949, unless such specific license for such shipment or 
transhipment thereto has been obtained from the Bureau of Foreign Com- 
merce, U.S. Department of Commerce.' 

(c) Exports of flour under this program shall be made only to the country and 
buyer named in the Declaration of Sale and the exporter shall not ship, transship, 
or cause the flour to be transshipped to any other country, unless the exporter 
obtains prior written authority from the Director to ship, transship, or cause the 
flour to be transshipped, to a different designated country or to a different buyer 
located in a designated country. 

483.207 Date of exportation. (a) Flour sold for export in a specified export 
rate period announced by CCC, must be exported before the end of that period 
in order for the exporter to obtain the export payment rate applicable to that 
period, unless an extension is obtained in writing from the Director changing the 
export date to a later period. In the event that export takes place after the 
specified rate period and the exporter has not obtained an extension to change 
the export date to a later period, the export payment rate will be that which was 
in effect at time of sale, or time of giving Notice of Sale, whichever is lower, for 
the period in which actual export takes place. It will be the policy to grant an 
extension if it can be shown that exportation under the contract has been de- 
layed by circumstances beyond the exporter’s or importer’s control and is not 
due to intentional violation of the contract. 

(b) With respect to sales under the International Wheat Agreement, flour sold 
for recording against quotas of any IWA crop year must be exported not later 
than 14 days after such crop year unless later exportation is authorized in 
specific cases by prior written approval of the Director. 

483.208 Excess quantities loaded. Payment will not be made on quantities 
loaded on vessels or exported by rail or truck which exceed by more than 1 per- 
cent the quantity shown on the Declaration of Sale unless written approval is ob- 
tained from the Director, in which case a new Declaration of Sale and a new 
Notice of Registration for the additional quantity are required. 

483.209 Flour exported prior to sale. (a) In connection with any quantity 
of flour exported prior to sale, payments will be made only on that portion 
thereof which has been reported in accordance with paragraph (b) of this 
section and only on sales made by the actual exporter of such flour, and not to 
any other party who buys such flour and resells it to a designated country. 

(b) In order to receive export payment on flour exported prior to sale the 
exporter must have reported the exportation of such flour to the Director within 
seven days after the date of such exportation as defined in Sec. 483.288, unless 


1 Attention of the exporter is invited to the ‘Notice to Exporters” which appears as an 
appendix to these terms and conditions relative to Department of Commerce regulations. 
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additional time for reporting is granted in writing by the Director. This re- 
port must include the following information : 

(1) Date of exportation. 

(2) Port of exportation. 

(3) Country and port of original destination of flour. 

(4) Name of ocean vessel upon which loaded. 

(5) Quantity in hundredweight. 

(6) the report shall also contain a statement that the vessel contains other 
flour sold by the exporter filing the report, as provided in paragraph (c) of 
this section. 

(ec) Only flour which is loaded on a vessel which also carries flour sold by 
the same exporter shall be reported under paragraph (b) of this section, and 
shall be eligible for export payment when sold. In the case of full cargo ship- 
ments the unsold portion shall not exceed one-third of the total cargo. In the 
case of part cargo lots the unsold portion shall not exceed 2,000 metric tons. 
The exporter should obtain separate bill or bills of lading for both the unsold 
and sold quantities of flour exported. 

(d) At such time as the flour is sold, the exporter shall report the sale to the 
Director as provided in See. 483.235, and shall submit all other reports and 
documents as required by this subpart. In reporting the sale the exporter must 
state that the flour sold was reported to the Director, as provided in paragraph 
(b) of this section. This may be done by the use of the code word “Abroad.” 

(e) The export rate applicable to such sale shall be that rate in effect at time 
of sale, or time of giving Notice of Sale, whichever is the lower, for the export 
rate period current at that time which applies (1) to the port from which the 
flour was exported, and (2) to the country shown in the Declaration of Sale. 

(f) All other conditions of this subpart, except as modified by this section, 
are applicable to sales described in this section. 

483.210 Reentry or diversion. If any quantity of flour shipped under this 
subpart is unloaded in the United States or Canada prior to being imported into 
some country other than the United States or Canada, or is diverted to another 
country while en route, payment may be withheld or if payment already has 
been made, the exporter may be required to make refund as deemed appropriate 
by the Vice President, CCC: Provided, That if such flour is lost, destroyed or 
damaged, the amount of the payment withheld or refund required shall not 
exceed the amount realized or which might reasonably be realized by the ex- 
porter over the price at which it was sold to the designated country. The ex- 
porter ‘shall notify the Director immediately upon becoming cognizant of any 
unloading or diversion of flour with respect to which payment may be withheld 
or refund required under this section and furnish information as to the condi- 
tion of such flour and any claim he may have in connection with any damage or 
loss thereto or destruction thereof. 


PROVISIONS APPLICABLE EXCLUSIVELY TO IWA SALES 


483.2290 Program period—IWA. With respect to sales under the Interna- 
tional Wheat Agreement, notwithstanding any other provisions of this subpart, 
sales transactions for recording against quotas of any IWA crop year must be 
entered into not later than July 31, of such crop year. 

483.221 Recording in the Wheat Council’s records. The International Wheat 
Agreement provides that a transaction or nart of a transaction in flour between 
participating exporting and importing countries is eligible for entry in the Wheat 
Council’s records against guaranteed quantities of those countries for a crop year, 
Provided, 

(1) The exporting and importing countries have not agreed that it shall 
not be entered against their guaranteed quantities, and 

(2) Both the importing and exporting countries concerned have un- 
filled quantities for the crop year, and the loading period specified in the 
transaction falls within that crop vear, and 

(3) The commercial contract or governmental agreement on the sale and 
purchase of flour contains a statement, or the exporting country and the 
imnorting country concerned inform the Wheat Council that the price of 
such flour is consistent with the maximum and minimum price under the 
International Wheat Agreement in effect during the crop year in which the 
loading neriod specified in the transaction falls. 

483.292 Status of IWA quotas. There will be issued not less often than 


weekly a statement as to the status of quotas of importing and exporting coun- 
33913—59—pt. 3——_66 
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tries. Any exporter upon request, addressed to the office indicated in See, 
483..278, will be furnished with all information that is available as to the status 
of the fulfillment of quotas under the Wheat Agreement. 


EXPORT PAYMENT RATES AND ANNOUNCEMENTS 


483.230 Announcement of rates. Export payment rates will be announced 
from Washington, D.C., daily or at intervals of up to 7 days. Rates will be 
released at approximately 3:31 p.m., e.s.t. (See Sec. 483.294), and will remain 
in effect through 3:30 p.m., e.s.t., on the expiration date stated in the announce. 
ment, at which time a new announcement will be made. No rates will be an- 
nounced on Saturday, and rates effective at 3:31 p.m., e.s.t., on Friday will be in 
effect through 3:30 p.m., e.s.t., of the market day succeeding Saturday unless 
the announcement specifically provides otherwise. Announcements will be avail- 
able through a press release, ticker service, and through Commodity Stabilization 
Service Offices at Portland (Oregon), Minneapolis, Kansas City (Missouri), 
Dallas, Chicago, and New Orleans. Different rates of payment for separate 
coasts or ports, destinations, periods of exportation, etc., may be announced 
simultaneously. 

483.231 Determination of rates. The rate in effect at the time of sale to the 
foreign buyer in the country of destination, or the time of giving Notice of 
Sale as required by Sec. 483.235(a), whichever rate is the lower, shall be the 
rate applicable to the sale except as provided in Sec. 483.205(c). The support- 
ing evidence of sale submitted by the exporter in form prescribed in Sec. 
483.237(d), will be the basis for determining the time of sale. The factors 
which may be determinative of the time of sale, are: 

(a) Time of the exporter’s filing a cablegram or mailing a written acceptance 
of a definite offer to purchase received from the foreign buyer. A 

(b) Time of receipt by the exporter of a cablegram or other written ac- 
ceptance from the foreign buyer of a definite offer by the exporter to sell or 
the time of receipt by the exporter of a cablegram or other written notification 
from his agent that the foreign buyer has accepted a definite offer by the ex- 
porter to sell. 

(ec) Time of filing by the exporter of a cablegram or time of mailing of a 
written confirmation of the booking of a shipment or shipments to be made pur- 
suant to an open offer of the exporter to sell or a standing order of the buyer 
to purchase. It must be clear from the evidence, however, that the exporter 
is empowered by the terms of the open offer or standing order to firm the con- 
tract by issuing a confirmation. For example, if he is authorized to confirm 
the sale at a price which may be established at his option, the evidence must 
show that such is the understanding between buyer and seller, otherwise it will 
be necessary for the buyer also to confirm the price, and receipt of the buyer's 
confirmation will establish the time of sale. 

(d) Sales may be made through a third principal party but for the purpose 
of this subpart the third principal party will be considered as an agent or 
intermediary and the sale as being between the exporter and the ultimate for- 
eign buyer in the country of destination. The time of sale shall be determined 
by reference to the factors listed elsewhere in this section. The evidence of sale 
required by Sec. 483.237(d) shall include documents exchanged between the 
exporter, the ultimate foreign buyer, and the intermediate third party. 

(e) A sale shall not be considered as entered into until the purchase price 
had been established, and time of sale shall be the earliest date on which a firm 
contract exists between buyer and seller and on which a firm dollar-and-cent 
price has been established, as provided in paragraphs (a), (b) and (c) of this 
section. In order to receive payment at the announced rate in effect at the 
time of sale, it is important that the exporter give timely Notice of Sale as re 
quired by Sec. 483.235(a), and present documentary evidence that the sale 
was made at such time. 

(f) If export is wholly by truck or rail and the time of sale cannot be deter- 
mined on the basis of the factors set forth in paragraph (a), (b), or (c) of 
this section, or by any other means, the sale will be deemed to have been made 
at the time of issuance of inland bill of lading, or if none is issued, at the time 
of clearance through United States Customs. If export is by ocean carrier and 
time of sale cannot be determined as outlined above, the sale will be deemed to 
have been made at the time of issuance of ocean carrier bill of lading, or if none is 
issued, at the time the flour is loaded on board ocean carrier. 
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(g) If the time of day at which the sale was consummated is not established 
and two payment rates are in effect on the day the sale was consummated, the 
time of sale will be deemed to be at the time the lower of the two rates was in 
effect. 

483.232 Conversion factors. The following conversion factors shall be applied 
to the announced rate to determine the rate applicable to a particular type of 
flour: 


Factor 
Wheat flour (including clears), derived from conventional milling practices 
which are generally accepted in the milling industry in the United States 
as representing a 72-percent extraction operation_......._..-------~... 1. 000 
Semoling and faring... nc esinesies ttle inser dnhe busiest 1. 000 
Wheat flour, derived from conventional milling practices which are gen- 
erally accepted in the milling industry in the United States as represent- 
ing an 80-percent extraction operation_._......--.-----~-------..-..--. . 919 
WOLD. BORG NEO isnt eiiahin beinesee bath batiathiithints - 717 


REGISTRATION OF SALES 


483.235 Notice of Sale. (a) Time. (1) The exporter shall file a Notice of 
Sale as soon as possible after the date of the sale (See Sec. 483.278). (In the 
case of IWA sales, in order to comply with the terms of the International Wheat 
Agreement, the report of transactions must reach the Wheat Council in London 
not later than 10 days after date of sale.) 

(2) Notices of Sale should normally be filed by telegraph, although tele- 
phone may be used. Telephoned notices should be confirmed immediately 
by telegraph. 

(3) In order for the exporter to be assured of the current rate of payment, 
the telegram reporting the sale must be filed or the telephone call made by 
3:30 p.m., e.s.t., on the expiration date for such rate as shown in the rate 
announcement, 

(b) Information required. In giving Notice of Sale the exporter must report 
the following information: 

(1) Date of sale. 

(2) Whether the sale is IWA or Non-IWA. 

(3) Contract quantity in net hundredweight. The sales price need not 
be shown, however, in the case of IWA transactions the notice must contain 
a certification that the buyer and exporter agree that the price of the flour 
is consistent with the prices specified in the International Wheat Agreement, 
This may be reported by the code word “AKORD”, 

(4) Country of destination. 

(5) Name of purchaser. (Where the sale involves more than one pur- 
chaser the Notice of Sale shall contain the name of one purchaser and the 
word “others.” ) 

(6) The number of the import license, buying permit, or similar authoriza- 
tion applicable to the sale, for those countries where such is required for 
IWA transactions, unless otherwise authorized by the Director. (Where the 
sale involves more than one purchaser, the Notice of Sale shall coatinue one 
license number and the word “others’’.) 

(7) Delivery period specified in contract. 

(8) The word “Abroad” for flour exported prior to sale (See Sec. 483.209 
(d)). 

(9) Such additional information in individual cases as may be requested 
by the Director. 

483.236 Notice of Registration. (a) Upon receipt of the Notice of Sale, the 
Director will issue a Notice of Registration by telegram unless he determines 
that to do so would not be in the best interests of the program. A Notice of 
Registration is a condition precedent to the exporter receiving payment under 
this subpart. Accordingly, before concluding a transaction it may be to the 
exporter’s advantage in instances involving sales of an unusual nature to ascer- 
tain from the office indicated in Sec. 483.278, whether the sale may be registered, 
Fa ene his sales upon his receiving a Notice of Registration under this 
subpart. 

(b) In the telegram of registration, the Director may utilize the code letters 
“CEP” to indicate “Confirmed as Eligible for Payment.” 
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(ec) Each Notice of Registration will include a registration number which 
shall be shown on the Declaration of Sale (See Sec. 483.237), the Notice of 
Export (See Sec. 483.238), Voucher Form CSS—21 (See Sec. 483.246) and in all 
correspondence with reference to the transaction. 

483.237 Declaration of Sale and evidence of sale. (a) Time of submission 
and required copies. (1) The exporter shall prepare a Declaration of Sale 
(CCC Form No. 362), and mail or deliver it normally within two days after 
receipt of Notice of Registration. (See Sec. 483.278.) 

(2) The Declaration of Sale must be submitted in an original and three 
copies all of which shal) be signed in an original signature by the exporter 
or his authorized representative. One copy of the Declaration of Sale will 
be acknowledged and returned to the exporter. 

(3) Only one Declaration of Sale should be submitted by the exporter 
for each sale identified by a Registration Number assigned in the Notice of 
Registration (See See. 483.236(¢c)), although this is not mandatory. If 
more than one Declaration of Sale is submitted, the letters A, B, C, etc., 
shall be added to Registration Numbers on the respective declarations. 

(b) Information required. The information to be entered on the Declaration 
of Sale, is as follows: 

(1) The Registration Number. 

(2) Whether sale is IWA or Non-IWA. 

(3) Date and time of sale and of filing Notice of Sale. 

(4) Name of purchaser, or purchasers. 

(5) The number of each import license, buying permit, or similar authori- 
zation applicable to the sale for those countries where such are required. 
All applicable numbers shall be entered, following respective buyers’ names, 
even though such members were reported in the Notice of Sale. 

(6) Contract quantity in net hundredweight. 

(7) Country of destination. 

(8) Delivery period specified in the contract. 

(9) Type and extraction of flour, the class of wheat from which the 
flour was milled and the approximate ash content must be shown. For 
example: “Hard Spring 0.48 Ash.” For blended flours, the most predominant 
class of wheat contained in the blend should be shown. For example: 
“blended (predominantly) Hard Winter 0.70 Ash.” 

(10) Export payment rate per hundredweight of flour in effect as deter- 
mined by Sec. 483.231. 

(11) Coastal area from which it is anticipated exportation will be made. 

(12) Where the exporter intends to ship, transship, or cause flour to be 
transshipped to one or more of the countries or areas identified in Sec. 
483.206(b) (1), (2) and (38) the license issued by the Bureau of Foreign 
Commerce, U.S. Department of Commerce, for such movement shall be identi- 
fied. With respect to any such movement to Hong Kong not requiring a 
specified license, the exporter shall state that a specific license is not re- 
quired. 

(13) Such additional information in individual cases as may be requested 
by the Director. 

(c) Name in which filed. The Declaration of Sale must be filed in the name 
of the exporter who sold the flour to a foreign buyer. If a sale is made under a 
trade name, the Declaration of Sale may be filed under such name provided the 
name of the actual exporter and the relationship between the two is clearly 
established by an appropriate signature on the Declaration and all related docu- 
ments, such as: 




























American Milling Company 

(Trade Name) 

U.S. Milling Company 
(s) John Smith, Secretary 

(d): Evidence of sale. Supporting evidence of sale, in one copy only, must be 

filed with each Declaration of Sale. Such evidence may be in the form of certified 

true copies of offer and acceptance or other documentary evidence of sale includ- 


ing contracts between exporter and buyer. In transactions involving a third 
principal party (See Sec. 483.231(d)), the evidence shall include documents 
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exchanged between the exporter, the ultimate foreign buyer, and the intermediate 
third party. In the case of an IWA sale, the exporter must also furnish a signed 
statement or other acceptable evidence, such as an exchange of cables, to the 
effect that buyer and exporter agree that the price of the flour is consistent with 
prices specified in the International Wheat Agreement. 

483.238 Notice of export. (a) Time of submission and required copies. Only 
one Notice of Export, CCC Form 363, is required in connection with any one 
Declaration of Sale. Such Notice of Export must be mailed or delivered by the 
exporter normally within’ three days after date of export of the last shipment 
against the quantity shown as sold on the applicable Declaration of Sale, unless 
such time of filing is extended by the Director. 

(b) Information required. The Notice of Export shall contain the following 
information: 

(1) Registration Number. 

(2) Date of export of final shipment. 

(3) Country of destination. 

(4) Total quantity in net hundredweight actually loaded on all shipments 
made in connection with applicable Declaration of Sale. 

(5) The U.S coastal area or areas from which the flour was exported. If 
more than one coastal area is involved, the quantity exported from each 
should be shown. 


OBLIGATION AND DEFAULT 


483.240 Hxporter’s agreement with CCC. The Notice of Sale by the exporter 
and the Notice of Registration by the Director shall constitute an agreement by 
the exporter to export the quantity of flour within the prescribed period stated in 
the Notice of Sale in consideration of the undertaking of CCC to make an export 
payment, subject to the Terms and Conditions of this subpart. 

483.241 Cancellation of sale or failure to export. (a) The exporter shall 
notify the Director promptly in every case where, after giving Notice of Sale as 
required in Sec. 483.235, a sale is cancelled by the exporter or by the importer, 
and he must state the reason for such cancellation. The exporter also shall no- 
tify the Director promptly when, for any reason, it becomes apparent to him 
that he will not be able to fulfill his obligation under Sec, 488.240 of this sub- 
part by making shipment within the prescribed period. 

(b) If the Vice President, after affording an exporter the opportunity to pre- 
sent evidence, determines that such exporter has cancelled a sale or failed to 
export or for other reasons within his control or not attributable to fault or 
negligence of the foreign buyer has failed to discharge fully any obligation as- 
sumed by him under this subpart, such exporter may be denied the right to con- 
tinue participating in this program for such period as the Vice President may 
determine or until the exporter has complied with such terms as the Vice Presi- 
dent may prescribe. 

APPLICATION FOR PAYMENT 


483.245 Public Voucher Form CSS-21. An original and two (2) copies of 
Form CSS-21 must be prepared and submitted together with the evidence of 
exportation set forth in See. 483.247. Supplies of Form CSS-21 and detailed 
instructions regarding the preparation and submission of Form CSS-21 and 
supporting documents may be obtained from the CSS Commodity Offices listed 
in Sec. 483.280 or from the Office indicated in Sec. 483.278. 

483.246 Documents required to evidence exportation by exporters. (a) Each 
voucher must be supported by (1) one copy of the applicable on-board ocean 
carrier bill of lading signed by an agent of the ocean carrier which shows that 
the flour is destined for the buyer identified with the Declaration of Sale and 
supporting evidence, unless otherwise approved by the Director and (2) a state- 
ment by the exporter, certified as being a true and correct statement, that the 
flour for which export payment is claimed is the same flour as described in the 
Declaration of Sale and covered by the bill of lading. Where loss, destruction 
or damage occurs subsequent to loading on-board ocean carrier but prior to 
issuance of on-board bill of lading, one copy of a Loading Tally Sheet or similar 
document may be submitted in lieu of such bill of lading. If exported wholly by 
rail or truck, one copy of the Shipper’s Export Declaration authenticated by the 
appropriate United States Customs official which identifies the shipment(s) 
and shows date of clearance into the foreign country. If the final destination 
of the shipment is a designated country not shown on the ocean bill of lading, 
the exporter also shall furnish an authenticated copy of Shipper’s Export Declara- 
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tion showing country of final destination. Where shipment is exported from 
a Canadian port, the voucher also must be supported by a signed or certified true 
copy of the bill of lading or other document covering the movement of the flour 
from the United States to Canada. 

(b) If the shipper or consignor named in the on-board ocean bill(s) of lading 
er the Shipper’s Export Declaration(s), covering flour exported is other than 
the exporter named in the Declaration of Sale, waiver by such shipper or con- 
signor of any interest in the claim in favor of such exporter is required. Such 
waiver must clearly identify the on-board ocean bill(s) of lading or Shipper’s 
Export Declaration(s) submitted to evidence exportation. If the shipper or 
consignor is neither the exporter named in the Declaration of Sale, nor the con- 
signee identified with the Declaration of Sale, the exporter must submit, in addi- 
tion to the waiver a certification by such shipper or consignor that he acted only 
as a freight forwarder, agent of exporter, or agent of consignee, and not as buyer 
and seller of the flour shown on the documents submitted to evidence exportation. 

(c) In the event of export prior to sale such additional documents as required 
by Sec. 483.209(f) must also accompany the voucher. 

483.247 Submission of voucher for payment. Vouchers and required support- 
ing documents shall be submitted to the office listed in Sec. 483.280 which serves 
the State in which the exporter’s invoicing office is located. 


MISCELLANEOUS PROVISIONS 


483.275 Good faith. If the Vice President after affording the exporter an 
opportunity to present evidence determines that such exporter has not acted in 
good faith in connection with any transaction under this subpart, such exporter 
may be denied the right to continue participation in this program or the right 
to receive payment under this subpart in connection with any sales previously 
made under this program, or both. Any such action shall not affect any other 
right of the Department of Agriculture or the Government by way of the 
premises. 

483.276 Assignments. No exporter shall, without the written consent of the 
director, assign any right to an export payment under this subpart. The ex- 
porter may, however, name a joint payee on Voucher Form CSS-21. 

483.277 Records and accounts. Each exporter shall maintain accurate ree- 
ords showing sales and deliveries of flour exported or to be exported in con- 
nection with this program. Such records, accounts, and other documents relat- 
ing to any transaction in connection with this program shall be available during 
regular business hours for inspection and audit by authorized employees of the 
United States Department of Agriculture, and shall be preserved for two years 
after date of export. 

483.278 Submission of reports. The Notice of Sale, Declaration of Sale, No- 
tice of Export, and related reports required under this subpart to be submitted 
to the Director should be addressed as follows: 

Chief, Commercial Export Branch, Grain Division, Commodity Stabiliza- 
tion Service, U.S. Department of Agriculture, Washington 25, D.C. 

Delivery to the above office of telegraphic Notices of Sale will be expedited if 
addressed as follows: Com Ex Branch, USDA (MK), Washington, D.C. 

The telephone number of this office is REpublic 7-4142, Extensions 3261, 3262, 
8927. and 3928. 

483.279 Additional reports. The exporter shall file such additional reports as 
may be required from time to time by the Director, subject to the approval of the 
Bureau of the Budget. 

483.280. The CSS Commodity Offices from which information concerning this 
program is obtainable and the states served by each, and to which vouchers should 
be submitted as indicated in Sec. 483.247 are as follows: 


OFFICE 


Director, Commodity Stabilization Service Office, U.S. Department of Agri- 
culture, 623 South Wabash Avenue, Chicago, Ill.: Connecticut, Delaware, Illinois, 
Indiana, Iowa, Kentucky, Maine, Maryland, Massachusetts, Michigan, New Hamp- 
shire, New Jersey, New York, Ohio, Pennsylvania, Rhode Island, Vermont, Vir- 
ginia, West Virginia. 

Director, Commodity Stabilization Service Office, U.S. Department of Agricul- 
ture, 500 South Ervay Street, Dallas 1, Tex.: Alabama, Arkansas, Florida, 
Georgia, Louisiana, Mississippi, New Mexico, North Carolina, Oklahoma, South 
Carolina, Tennessee, Texas. 
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Director, Commodity Stabilization Service Office, U.S. Department of Agri- 
culture, 560 Westport Road, Kansas City 11, Mo.: Colorado, Kansas, Missouri, 
Nebraska, Wyoming. 

Director, Commodity Stabilization Service Office, U.S. Department of Agri- 
culture, 1006 West Lake Street, Minneapolis 8, Minn.: Minnesota, Montana, 
North Dakota, South Dakota, Wisconsin. 

Director, Commodity Stabilization Service Office, U.S. Department of Agricul- 
ture, 1218 Southwest Washington Street, Portland 5, Oreg.: Arizona, California, 
Idaho, Nevada, Oregon, Utah, Washington. 

483.281 Officials not to benefit. No member or delegate to Congress, or resi- 
dent commissioner, shall be admitted to any benefit that may arise from any 
provisions of this program, but this provision shall not be construed to extend to 
apayment made to a corporation for its general benefit. 

483.282 Amendment and termination. This offer may be amended or termi- 
nated at any time by public announcement of such amendment or termination. 
Any such amendment or termination shall not be applicable to sales for export 
(which otherwise comply with the terms of this offer) made before the effective 
time and date of such amendment or termination. 

483.283 Right to waive any requirement. The Executive Vice President of 
CCC, if he deems such action desirable in order to prevent undue hardship, 
may with respect to any transaction or transactions hereunder waive any 
requirement of this subpart, if such action is in the best interest of the 
program. Any such waiver shall be in writing and shall contain a full state- 
ment of the reasons therefor. 

DEFINITIONS 


483.285. Vice President. “Vice President” means the Executive Vice Presi- 
dent of the Commodity Credit Corporation. 

483.286 “Director” means the Director of the Grain Division, Commodity 
Stabilization Service, Washington, D.C. 

483.287 Flour. “Flour” means wheat flour processed in the United States 
from wheat as defined in the Official Grain Standards of the United States and 
grown in the United States, including semolina and farina, but shall not include 
wheat products produced during a continuing process of manufacturing proc- 
essed wheat products other than flour or flour mixes which are composed prin- 
cipally of wheat flour. The quantity of flour exported which is eligible for 
export payment shall be determined by deducting from the net weight of the 
shipment the weight of an enrichment, or other additive (including Creta 
Praeperata), in excess of one-half of one percent of the combined net weight of 
the flour and additive. 

483.288 Export. “Export” means a shipment from the continental United 
States to a designated country as specified in Sec. 483.206. Flour shall be 
deemed to have been exported on the date which appears on the applicable 
on-board ocean carrier bill of lading, or, if shipment to the designated country 
is by truck or rail, the date the shipment clears United States Customs, or the 
latest date appearing on the Loading Tally sheet or similar documents where 
loss, destruction, or damage occurs subsequent to loading aboard ocean carrier 
but prior to issuance of on-board billing of lading. 

483.289. Eaporter. “Exporter” means any individual, corporation, partner- 
ship, association, or other business entity, which is located and maintains a 
business organization within the continental United States, and which is a 
contracting party in the foreign sale reported under Sec. 483.235. 

483.290 Ocean Carrier. “Ocean Carrier’ means the vessel on which shipment 
from the United States or Canada, other than shipments between such countries, 
is exported pursuant to a sale registered under this program. 

483.291 United States._.“‘United States” means the continental United States 
except as used in Sec. 483.210, ‘Reentry or Diversion” ; the term “United States” 
includes Territories of Alaska, Hawaii and Puerto Rico. 

483.292 International Wheat Agreement. “International Wheat Agreement” 
or IWA means the 1956 International Wheat Agreement ratified by the United 
States on July 16, 1956. 

483.293 Wheat Council. “Wheat Council” means the International Wheat 
Council established by Article XIII of the Wheat Agreement. 

483.294 3:31 e.s.t. “8:31 e.s.t.”, as used in this subpart means 3:31 eastern 
Standard time, except that when Washington, D.C., is on daylight saving time 
3:31 e.s.t. means 3:31 eastern daylight saving time (2:31 eastern standard time). 

483.295 Day. “Day” means calendar day. 
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483.296 IWA Crop Year or Crop Year. “IWA Crop Year or Crop Year” means 
the year beginning August 1, and ending July 31. 

Effective time and date This offer is effective 12:01 a.m., e.s.t., November 15, 
1956. 

Note: The record keeping and reporting requirements contained herein have 
been approved by the Bureau of the Budget in accordance with the Federal 
Reports Act of 1942. 

Issued this 7th day of November 1956. 

/s/ WALTER C. BERGER, 
Acting Executive Vice President, Commodity Credit Corporation. 


APPENDIX 
NOTICE TO EXPORTERS 


The Department of Commerce, Bureau of Foreign Commerce (BFC), pur- 
suant to regulations underthe Export Control Act of 1949, prohibits the expor- 
tation or re-exportation by anyone of any commodities under this program to 
Macao, Hong Kong, the Soviet Bloc, or Communist-controlled areas of the Far 
East, including Communist China, North Korea, and Communist-controlled areas 
of Vietnam and Laos, except under license issued by the U.S. Department of 
Commerce, Bureau of Foreign Commerce. Those regulations further require 
that persons exporting, in the form acquired or in a processed form, under general 
license to friendly countries, commodities which are obtained directly or in- 
directly from the Commodity Credit Corporation (CCC) or commodities which 
are in substitution for commodities so obtained from CCC or commodities which 
are subsidized for export by CCC either through cash payment or payments 
in kind file with the Collector of Customs (in addition to any copies required 
for other purposes) one copy of the Shipper’s Export Declaration for forwarding 
to BFC and send to BFC, Washington 25, D.C., one copy of the On-Board Ocean 
Bill of Lading (for exportations by rail, one copy of the Railroad Bill of Lading), 
for each shipment, regardless of value, involving sales of cotton textiles, other 
than cotton waste, of $10,000 or more and involving sales of all other commodi- 
ties, including cotton waste, of $100,000 or more: Provided, that copies of the 
Shipper’s Export Declaration and the Bill of lading for BFC are not required 
to be submitted covering any shipments to Group O countries of cotton textiles 
other than cotton waste. 

In the case of commodities purchased from CCC, or commodities being ex- 
ported as “substitute” for such commodities, the $100,000 figure applies to the 
sales contract between the CCC and the U.S. purchaser. For commodities being 
exported under CCC export subsidy programs, the $10,000 figure for cotton 
textiles (other than cotton waste) and the $100,000 figure for all other commodi- 
ties (including cotton waste) apply to the sales contract between the U.S. seller 
and the foreign purchaser. Each of the documents for BFC must bear the 
notation “FC-—2610” in the upper right-hand corner. The Bill of Lading for 
BFC must also bear the number of the corresponding Shipper’s Export Declara- 
tion and the CCC identification number (CCC sales contract number or CCC 
subsidy registration number). 

For all exportations of commodities covered by the program announcement, 
instrument or document which this Notice accompanies, the following statement 
is required to be placed on all copies of the Shipper’s Export Declaration, all 
copies of the Bill of Lading and all copies of the commercial invoice to the foreign 
purchaser : 

“U.S. law prohibits disposition of these commodities to the Soviet Bloc, Com- 
munist China, North Korea, Communist-controlled areas of Vietnam and Laos, 
Macao, or Hong Kong, except as authorized by the United States.” 

The U.S. Commerce Department export control regulations also require that 
exporters, in or in connection with their contracts with foreign purchasers, 
where the contract involves $10,000 or more and exportation is to be made to a 
Group R country, obtain from the foreign purchaser a written acknowledgement 
of his understanding of (1) U.S. Commerce Department prohibitions (Compre- 
hensive Export Schedule, Sections 371.4 and 871.8) against sale or resale for re- 
export of said commodities, or any part thereof, without express Commerce 
Department authorization, to Macao, Hong Kong, the Soviet Bloc, a Communist- 
controlled area in the Far East including Communist China, North Korea, and 
Communist-controlled areas of Vietnam and Laos, and (2) the sanction of denial 
of future U.S. export privileges that may be imposed against any foreign pur- 
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chaser for violation of the Commerce Department regulations. Exporters who 
have a continuing and regular relationship with a foreign purchaser may obtain 
a blanket acknowledgement from such purchaser covering all transactions 
involving surplus agricultural commodities and manufacturers thereof pur- 
chased from CCC or subsidized for export by that agency. 

Where commodities are to be exported by a party other than the original 
purchaser of the commodities from the CCO the original purchaser should 
inform the exporter in writing of the requirement for (1) obtaining the signed 
acknowledgment from the foreign purchaser, and (2) for submitting the addi- 
tional copy of the Shipper’s Export Declaration and the Bill of Lading. 


APPENDIX 2 


PETITION OF STARCH, GLUTEN, AND MSG MANUFACTURERS FOR CURTAILMENT OF 
Export SUBSIDIES ON FLOUR CLEARS 
“Clears” are part of the approximate 72 pounds of flour which are milled from 
100 pounds of wheat, after approximately 28 pounds of feed byproduct have 
been separated out. The entire 72 pounds constitutes a “straight” grade of flour. 
When some part of the 72 pounds which orginates nearer the outer layers of 
the wheatberry is drawn off, it is known as a “clear” and the remainder is 
called a “patent” flour. The amount of clears removed determines whether the 
patent is a long patent, medium, short, or extra short patent. 

The first objection to the payment of export subsidies on flour clears was 
made in 1954 by manufacturers who utilize clears from the domestic market for 
the production of starch, gluten, and monosodium glutamate. It was asserted 
by them that the exportation of clears tended to keep the domestic price at a 
level which they could not afford to pay for their manufacturing purposes. 
They expressed the view that some “change” had occurred in the Department’s 
program early in 1954 which had the effect of shrinking the domestic supply 
and forcing prices upward. The CSS Administrator in 1955 appointed a staff 
committee, including flour technicians, which examined the matter carefully. 
Also, at the Department's request, the Millers’ National Federation conducted a 
survey—the first of its kind—of the production and exportation of clears. The 
staff committee did not locate any “change” in the export program which the 
dissident parties had sensed, except to note that the non-IWA export program 
‘ame into being in 1954 as an adjunct to the normal return to commercial trad- 
ing from the postwar government-to-government basis. No phenomenal trend 
in the quoted prices of clears, as related to other grades of flour, was found. 
The domestic users then said that the published quoted prices were not relevant, 
as they did not pay these prices. This circumstance suggested that possibly 
they previously had paid distress prices when clears were in excess supply, and 
that possibly this situation was not recurring. 

On several occasions since the staff committee reviewed the situation, repre- 
sentatives of the companies concerned have met with the Assistant Secretary, 
the CSS Administrator, and other Department people, and the Department has 
kept the matter under constant observation and study in an endeavor to deal 
objectively with the problem. Always, the evidence seemed to lead to a con- 
clusion that restriction of the exportation of clears under the subsidy program 
would not, in fact, bring about circumstances which would solve the basic prob- 
lem of raw material costs of the U.S. manufacturers concerned, but that to cur- 
tail export subsidies certainly would damage overall U.S. exports of flour and 
would give rise to other difficulties which would decidedly outweigh any desired 
effect on domestic supplies or price. 

More recently two of the companies concerned, and the Washington con- 
sultant of one of the companies, have renewed the petitions for a change in the 
export subsidy program as it relates to clears. It is their position that inas- 
much as clears represent that part of the flour which is drawn off in the produc- 
tion of patent flour, and since patent flour would be produced in any event to 
iheet domestic demand, the exportation of clears does not result in the exporta- 
Hon of wheat. This is an involved, exceedingly technical, and highly debatable 
question. The evidence seems to indicate that the exportation of clears does 
result in the utilization of additional wheat. 
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The latest representation of one of the objecting companies states that the 
extra clears (in export) are taken from the normal domestic supply which 
historically have been consumed by domestic and industrial users. It is gen- 
erally accepted, and statistically supported, that the domestic consumption of 
flour is remarkably constant. If, then, the increased exports of clears have been 
taken from the domestic consumer for export, as alleged, additional wheat must 
have been utilized to compensate for the clears exported, in order to maintain 
domestic consumption at the constant level. All available data indicates that 
the quantities taken by industrial users likewise have been at a relatively con- 
stant level. The conclusion that exports of clears do result in the utilization 
of more wheat seems to be borne out by the direct correlation between the 
variation in the total wheat grind from year to year and the variation in 
flour exports, both items as compiled and reported monthly and annually by 
the Bureau of the Census. In other words, when flour exports (including clears) 
have gone up, the domestic grind has increased, and vice versa. This correla- 
tion is reflected in a chart attached, identified as appendix 3. 

Further evidence that the exportation of clears does result in the reduction 
of wheat surpluses, contrary to the assertion of the objecting companies is a 
recent report of the Millers’ National Federation that during a 7-month period 
this current crop year, the blending of 500,000 hundredweights of clears with 
straight grades of flour (which the dissident parties readily agree should be ex- 
ported) facilitated the export sale of 3 million hundredweights of straight flour. 
This blending practice, which is normal in international trade, enabled the 
millers to be more competitive in the most competitive area, that of the lower 
grades of flour. 

During the OPA and the OPS days, the matter of differentiation between 
various grades of flour, including clears, was wrestled with and rejected as 
being incapable of equitable administration. This fact, the evidence heretofore 
mertioned, and other important considerations have been taken into account 
by the Department in its finding thus far that export subsidy payments should 
be continued on all grades of flour, including clears. However, inasmuch as 
two manufacturing concerns, after their petitions have been heard and con- 
sidered, continue to press their objections, in order to insure that every effort 
has been made to objectively examine their petitions, on July 29, 1958, the 
CSS Administrator designated a Board of Inquiry to review the entire matter, 
This Board will bring the best possible technical advice to bear on it, and will 
then advise the Administrator, with particular reference to the points at which 
information and assertion on the part of the objecting parties, and other 
evidence, are at Variance. 

While any information supplied by the domestic users of clears will be fully 
considered, weight will also have to be given to the arguments presented by 
the flour exporters. Among the points that flour exporters have made are: 

1. There has always been an export market for U.S. flour clears, and this 
market will be lost if export subsidy is eliminated or substantially reduced. 

2. In order for American exporters to have a complete line of flour in foreign 
markets, it is necessary that they be in a position to export clears. If it were 
not possible for them to sell clears competitively with Canada and other coun- 
tries they might also lose some of their foreign markets for other flours. 
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EXTENSION OF Export Price Suprorr tro Dry WHOLE AND Evaporarep 


MiL« 


(The following material was requested on p. 1750.) 


AuGusT 22, 
The Honorable Ezra Tarr BENSON, 
Secretary of Agriculture, 
Washington, D.C. 

My Dear Mr. SeEcRETARY: We believe there may be an opportunity for the De- 
partment to assist the American dairy industry, to prevent further losses in dol- 
lar export sales of milk produced by American dairy farmers, and to reduce the 
cost of the dairy price-support program, by extending the Department’s present 
export price assistance-program to dry whole milk, and to evaporated milk. 

We understand that a number of domestie dairy product processors are finding 
it necessary to seek supplies in Europe, rather than utilizing the milk of Ameri- 
ean dairy farmers, in order to prevent further losses of their historic export 
markets. 

As you know, Senator Humphrey introduced 8S. 4013 late in the session, which 
would have directed that the export program be extended to all exportable dairy 
products. An impressive record supporting the measure was made. However, it 
may be that the Senate Committee on Agriculture was reluctant to report a bill 
for which statutory authority already exists. 

Administrative action, however, is appropriate and, we believe, desirable. 
We set forth our reasons for believing that administrative action to extend the 
export price assistance program to dry whole milk and evaporated milk is 
merited : 

(1) The volume of dry whole milk and evaporated milk exports, resulting 
almost entirely from the efforts of private trade, was greater in 1955-57 than 
all Commodity Credit Corporation commercial dairy products exports. 

(2) U.S. exports of these products in 1958 have declined 30 to 50 percent 
because of the severe price disadvantage resulting from heavily subsidized Dutch 
competition. However, Dutch prices could not, with the requisted aid, be under- 
cut or even met in historic U.S. markets. No other countries could be affected to 
any significant degree. 

3) These products are sold abroad primarily for dollars. The present level of 
Public Law 480 sales would not be affected, because the law prohibits Public 
Law 480 sales whi-h might displace dollar markets. 

(4) A substantial number of U.S. processors have found it necessary in recent 
years to arrange, at least temporarily, for historic U.S. markets to be supplied 
from Europe. Many have completely discontinued efforts to export dry whole 
milk and evaporated milk. This trend results, and will increasingly result, in 
increased purchases by the Commodity Credit Corporation, while Dutch and 
other European milk surplus is dumped in historic U.S. markets, at the expense 
of the American taxpayer. A number of these processors have indicated a desire 
to return a part or all of their milk purchasing and processing to the United 
States, and to re-enter the export field if assistance is granted. 

(5) A substantial number of dairy products processors, including coopera- 
tives, have supported this export price-assistance program. No processor has 
indicated opposition at congressional hearings. 

(6) The size of the export market which can he preserved or regained by 
such a program will result in a net reduction of Commodity Credit Cornoration 
costs. Considering the immense 1958 market decline, which clearly forecasts 
an early and complete disanpearance of these markets, it cannot he denied 
that a substantial cost reduction could have been achieved if the Commodity 
Credit Corporation had adopted this program a year ago. If promptly put into 
effect, substantial savings can still result from the program. To conclude 
otherwise would be to also ignore the judgment of the many exporters who are 
willing to stake their efforts. and the investment in eoodwil repeesente? by 
respected trade names and trademarks, on an attempt to retain U.S. exports 
to historic markets even at some price disadvantage, if the requested program 
is put into effect. 

(7) The program would be consistent with existing Department policy 
because : 





e De- 
1 dol- 
e the 
esent 
k, 
nding 
meri- 
x port 


vhieh 
dairy 
er, it 


a bill 


rable. 
d the 
lk is 


iting 
than 


reent 
butch 
nder- 
ed to 


vel of 
ublic 


ecent 
plied 
vhole 
It, in 
. and 
pense 
lesire 
nited 


pera- 
. 


“Ml by 
ation 
<Asts 
enied 
odityv 
+ into 
elude 
oO are 
4 by 
ports 
gram 


oliey 


2311 


(a) Export price assistance would be given only to milk-components of these 
products, based on their milk equivalent, as is now the case with butter and 
nonfat dry milk. No assistance whatsoever would be granted as to cans, 
cartons, processing costs, export freight, advertising, selling or distribution 
expense. 

(b) An estimated 80 percent of Commodity Credit Corporation commercial 
dairy exports now being given price assistance is made up of products which, 
quite properly under the law, have never been physically held in Commodity 
Credit Corporation inventories and are not even of the same type, price range, 
or end use as Commodity Credit Corporation inventory items. Most of these 
exports are sold ‘under commercial brand names, and many exports have been 
made in consumer size packages. 

(ce) The products in question are made solely of milk, and are processed 
to no greater degree, and in fact to a lesser degree, than the products now 
being granted export assistance. 

(8) We find ourselves unable to agree with the testimony of the Department 
that it is useless to attempt to retain the export markets which now exist for 
the only two dairy products sold abroad in substantial quantity for dollars. 

We urge that you personally review this matter at your earliest convenience, 
with a view to preventing further loss of U.S. dollar markets for American 
dairy products. 

We are well aware of your deep concern for programs in the best interest 
of dairy farmers, of your keen interest in preserving and expanding dollar 
markets for dairy products at home and abroad, and of your steadfast efforts 
to reduce surpluses and costs of surplus disposal. We believe the proposed 
program is consistent with each of these objectives. 

It is our hope that you will give this matter the careful study and review 
we believe it deserves, and that the facts cited in this letter may help provide 
the basis for administrative action by the Department at an early date. 

Sincerely, 


U.S. exporters have encountered increased competition in recent years from 
lower priced dairy products including evaporated and dry whole milk from 
foreign exporting countries. While we do not have full information on the 
overseas affiliations of the U.S. companies, we understand that several of them 
for some years have had dairy processing plants, or have been affiliated with 
other processing and exporting companies, in foreign countries. There probably 
will be a tendency in that direction in the future. Whether the competition 
is from dairy products exported from foreign countries by U.S. or foreign 
companies does not greatly affect the situation. The main question involved 
is whether the cost to the U.S. Government would be greater or less over the 
coming years by subsidizing or not subsidizing dairy products exports to a 
greater extent. This question is discussed more fully in our reply of December 
28 to Senator Cooper. This reply is as follows: 


DEPARTMENT OF AGRICULTURE, 
Washington, D.C., December 23, 1958. 
Hon. JoHN S. Cooper, 
U.S. Senate. 


Dear SENATOR CoopeR: This is in further reply to your letter of August 238 
suggesting that the present export price assistance now applicable to butter and 
nonfat dry milk be extended to dry whole milk and evaporated milk to prevent 
further losses in dollar export sales and to reduce the cost of the dairy price 
support program. 

You suggested that the Senate Committee on Agriculture may have been re- 
luctant to report a bill (S. 4013) for which statutory authority already exists 
for extending export price assistance to all dairy products. It may be noted 
in this connection that, in order to support prices of milk and butterfat, the 
Department has accepted all offers to sell butter, Cheddar cheese and nonfat 
dry milk meeting its specifications. The Department also has offered these 
supplies for sale in the domestic market at prices above its buying prices and for 
export at reduced prices. 

The Department has no supply of evaporated milk or dry whole milk as the 
Department has not found it advisable to buy these products for the purpose of 
supporting the price of milk and butterfat. Further, manufacturers have op- 
posed unlimited buying and selling of evaporated milk and dry whole milk in 
labeled consumer packages because they have not wanted the Department to ac- 
cumulate inventories of such products which it might sell to their competitors. 
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Aside from the authority to support prices, Commodity Credit Corporation 
has charter authority “to export or cause to be exported, or aid in the develop- 
ment of foreign markets for agricultural commodities.’ The use of this author- 
ity or the authority of section 32 (7 U.S.C. 612c) to encourage exporation through 
an export payment apparently would have to be justified by the desirability of 
encouraging and developing foreign markets for dairy products. 

Developments in the dairy exporting and importing countries indicate that the 
prospects for developing or maintaining U.S. exports of dairy products, even on 
a subsidized basis, have continued to decrease. The major obstacles include: 
Increased foreign dairy production; decreased foreign dairy products prices 
without corresponding decreases in CCC export sales prices; competition, in- 
cluding subsidized exports, from exporting countries; foreign import restrictions 
and unwillingness of foreign importing countries to allocate dollars for dairy 
products ; lack of buying power in other potential foreign markets; and develop- 
ment of “filled evaporated milk” in the Philippines. 

Dairy production increased in 1957 in 18 principal producing countries, in- 
eluding most of Europe which is a major consuming area. There has been a 
further increase in production in 1958. This has resulted in sharp declines 
in foreign market prices of dairy products. It also has resulted in more 
extensive controls of exports and imports by foreign governments, lowering of 
support levels and other emergency measures aimed at restricting production 
and supplies. 

European countries at the present time are not a prospective market for U.S. 
dairy products, even at competitive prices, because of their unwillingness to 
allocate dollars for U.S. products, and the large European and other supplies 
available. 

U.S. commercial exports of dairy products historically have been mainly 
evaporated milk and dry whole milk, largely by a few companies under their 
brand labels. Such exports have been equivalent to less than 1 percent of total 
milk production. 

Three-fourths of our exports of evaporated milk have been to the Philippines, 
with most of the remainder to Mexico and Cuba. U.S. exports of evaporated 
milk held up well through 1957 without Government price assistance other than 
sales for foreign currency. U.S. exports to the Philippines were assisted ma- 
terially in 1956 and 1957 through financing under the section 402 ICA program. 
In each of those years, more than 50 percent of such U.S. exports were financed 
under section 402. U.S. exports of evaporated milk have declined in 1958, due 
mainly to a decrease in exports to the Philippines. This has resulted from its 
displacement by evaporated filled milk rather than from loss of market to 
foreign supplies. Exports of evaporated milk from Netherlands, which is the 
other principal exporter, to the Philippines also have decreased. The evap 
orated filled milk is being produced with the encouragement of the Philippine 
Government, from local coconut oil and nonfat dry milk from the United States. 
It is being produced and actively promoted in the Philippines by Consolidated 
Dairy Products Co., which is the marketing organization of a west coast co- 
operative, and also by an affiliate of Carnation Co. There undoubtedly will be 
further displacement of evaporated milk by the substitute product. However, 
there probably will continue to be some market for evaporated milk for infant 
feeding in the Philippines. 

Evaporated milk exports to other countries have varied. They have in- 
creased to some countries and decreased to others in 1958. 

Four-fifths of the U.S. exports of dry whole milk have gone to Venezuela. 
Exports held up fairly well through 1957 but have declined in 1958, due mainly 
to reduced exports to Venezuela. This apparently has resulted from increased 
exports to Venezuela from other countries and from increased production of 
dry whole milk in Venezuela. The Venezuela Government is encouraging 
development of its dairy industry and is financing the construction of addi- 
tional milk drying plants in that country. Minor exports to numerous other 
countries, mostly in the Western Hemisphere, have varied. Exports to some 
countries have increased while exports to others have decreased in 1958. 

There is considerable uncertainty as to probable future trends in U.S. exports 
of evaporated milk and dry whole milk with and without export subsidies. 
It is doubtful that subsidies would prevent further decreases, especially in 
exports of evaporated milk. Such subsidies probably would slow up the de 
creases at least temporarily. An important question is whether subsidizing 
exports of evaporated milk and dry whole milk would increase or decrease 
the total cost to the Government of the price support and export programs. It 
is estimated that the cost of subsidizing total exports of these products would 
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approximate the cost of buying quantities of butter and nonfat dry milk 
equivalent to about one-third of the total evaporated milk and dry whole milk 
exports. Thus the cost to the Government would be reduced only if exports 
without subsidies would be less than about two-thirds of exports with subsidies. 
This appears doubtful. Therefore, after further studying the situation, the 
Department concludes that it would not be advisable to subsidize exports of 
evaporated milk and dry whole milk. 
Sincerely yours, 
TRUE D. Morsk, Under Secretary. 


Orrers Accerrep FoR Export PAYMENT ON FEED GRAINS 


(The following material was requested on p. 1759.) 


Freep GRAINS (BARLEY, CoRN, GRAIN SoRGHUMS, OATS, RYE) 


Offers accepted for export payment—May 12, 1958, to Mar. 18, 1959 
Bushels 

Cargill, : 74, 913, 414 
Continental Grain Co.’ 65, 953, 463 
Louis Dreyfus Corp 538, 987, 117 
Bunge Corp 30, 252, 943 
Garnac Grain Co., Inc 18, 222, 791 
Ralli Bros. (New York), Inc 9, 853, 236 
Kerr Grain Corp 8, 955, 553 
0, B. Fox Co 5, 911, 468 
Osborne McMillan Elevator Co 3, 373, 212 

2, 693, 728 


Rice Grain Corp.’ 
Tokyo Food Products Co., Ltd 
California Milling Corp 1, 320, 423 
Sinason Teicher Inter American Grain Corp 1, 085, 357 
Producers Export Co 829, 993 
Standard Milling Co 709, 600. 
Tidewater Grain Co 688, 667 
630, 387 
603, 342 
428, 851 
422, 282 
308, 472 
244, 435 
Co-op GLF Exchange, Inc., Mills Division 224, 000 
Blair Lipscomb Milling & Products, Inc.‘ 205, 654 
Thomas P. Gonzalez Corp 190, 000: 
Simonds Shields Theis Grain Co., Inc 159, 450 
Allen V. Smith, Ine 125, 200: 
Commodity Service Corp 118, 110 
Adolfo Gutierrez warehouse 113, 629 
opeka terminal elevator 100, 000 
Daiichi Bassan Haishe, Ltd 90, 000 
Woodward & Dickerson 90, 000 
P.R. Marklay, Ine 80, 000 
Gaiennie Grain Co 68, 829 
E. Clemens Horst Co 45. 440 
Savarin Corp 40, 000 
Albert Schwill & Co 34, 5 
ag 28, 571 
Paul Allison Grain Co., Inc 23, 760 
Bartlett & Co 2, 000 
J. W. George Co 1, 071 


Total 291, 908, 170 


‘Includes New York and Portland, Oreg., offices. 
* Includes subsidiary, Interior Warehouse Co. 

® Includes Daniel F. Rice & Co. 

‘Includes New York and Stockton, Calif., offices. 
‘Includes all subsidary corporations. 
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CORN 


Offers accepted for export payment, Vay 12, 1958, to Mar. 13, 1959 
Bushels 
Cargill, Inc_____-- a a a saci clip pa aes, 
C ontinental Grain Co. , New York_ ge Satan camcaecs Se = 25, 521, 238 
Louis Dreyfus Corp_-_--- 20, 906, 000 
Bunge Corp- peace ne a plata aati es 15, 764, 160 
ae irnae Grain Co., Ine . i ; a 7, 854, 648 
NO a : ‘ é stitial : i elicited tact d, $842, 397 
Ralli Bros. (New York), Inc__- a ieee a Bs 4, 640, 000 
Agricol Corp_---- F ema airacae , 110, 000 
Rice Grain Corp __--. SO aE , 285, 000 
Osborne McMillan E lev: itor ‘Co = ; manger saa , 121; Te 
Sinason Teicher Inter American Grain Cc orp- fico eae = 925, 000 
Standard Milling Co____-_-_.- ee ase et ak eh eee ce 709, 600 
Tidewater Grain Co__-_- ‘ oe —s 642, 000 
Pillsbury Mills, Inc., New York_- Se ioania 2357, 472 
Texas Feed & Grain Co., Inc 
Continental Grain Co., Portland ; Se oes 
Norris Grain Co. of New York, Inc___----__- ; ieseace ib eae 174, O68 
Simonds Shields Theis Grain Co., Ine ; . : 5 159, 450 
Coop GLF Exchange, Inc., Mills division__ ee : ieiaagends 138, 825 
Thomas P. Gonzalez Corp___—_---- 2 2 ae 130, 000 
Commodity Service Corp__-_--- 2 Skee ea Xs oe 118, 110 
Adolfo Gutierrez warehouse_______- ee ee teas é : 109, 700 
Tokyo Food Products Co., Ltd___ aha reese . 100, 000 
Topeka terminal elevator___- een : : 100, 000 
Daiichi Bussan Kaisha, Ltd ; 90, 000 
Woodward & Dickerson 90, 000 
P. R. Markley, Inc ; 80, 000 
Gaiennie Grain C J 44, 850 
Savarin Corp . 40, 000 
Lipscomb Grain & Seed Co 26, 584 
Paul Allison Grain Co., Ine 23, 760 
Blair Lipscomb Milling & Products, Inc 18, 191 
Lipscomb Caribbean, Ltd 6, 250 
M-B Milling Co 2, 535 
Bartlett & Co 2, 000 
1, 786 


_ 117, 569, 774 








Bushels 
131, 712 
21, 239 
906, 000 
764, 160 
854, 648 
$42, 397 
640,000 
110, 000 
285, 000 
121, 73% 
925, 000 
709, 600 
642. 000 


174, 068 
159, 450 
138, 825 
130, 000 
118, 110 
109, 700 
100, 000 
100, 000 
90, 000 
90, 000 
80, 000 
44, 850 
40, 000 
26, 584 
23, 760 
18, 191 
6, 250 
2, 535 
2, 000 
1, 786 


569, 774 
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BARLEY 


Offers accepted for export payment, July 1, 1958, to Mar. 13, 1959 


Bushels 

TN NO a ea ih lca lin ae Wie evap in nig OE 23, 924, 232 
meinentel Grain Oo. POPUBDE QQ. 3 ccnccccenconnconcenncmameaas 14, 289, 000 
I NN a es rane naa 12, 649, 000 
Re IRON CC a ace a aaa iae 8, 955, 553 
REIN OTR) ClO. INO SONI. 1ac & cicwabinsin unis wad cneagneaiaaareeearemann 6, 855, 000 
NT goon sts wa ecg len visi en cae ekg esl nese aan abe ek bighans tad 5, 813, 256 
RETR ED CON. DINO cso caceerichtki cies ms wes einen peso iceman boapaeeteipaphieanmaeties 5, 365, 172 
I PR dh nals an 2, 693, 728 
MO mNERURIEN UEAR CRN NO MRE SOs WN a rc asec cea aces apc extn ac ab emai 1, 608, 330 
ENCE OD TURE CEMRIE ONT as civasccina teins phates evident anes haan Gare as 1, 288, 202 
ANY NT RNIN OO oo edi as ie re ed ek oe eo eee al 756, 000 
Se, SOROS BONG ARE OG. «i na ee eeloktamiuctinnd apelileuda 630, 387 
OARS (TLD), SOP MINIT i COIN i a oa wins ca nak ieee enue 603, 342 
CNR OOEIER OTERO Ica sa ceocesseis avis iw overs seca enbeg oan eararatneaes 576, 561 
IVE DENG AU REMOL RUE IRUON CHO eo oo cats cw nian nines ch soon ahimniaeeraa epee 628, 004 
NRE Re UWRE SACN IE. CNESERUIT OPN or MINOND ccs ds alec es cs ch isin Sasa os someon acre ala 466, 667 
a rai ae ree ll lia a ces 428, 851 
RD ACNE CO sas wih gs chsh ig ots eo aS lam va a aaa ama 250, 000 
NAT PUIRNGIN, WRN ia coc. cats naa em bere acatnise tienes eo coebaocaumanmaeeae 125, 200 
Goon GLE ixchange, Inc., Milis Division.......—.. <2. 85, 175 
Sinason Teicher Inter-American Grain Corp_---_-_-----_--------__- 80, 000 
ens Ce ITA COC Ie EON ODMR, NNO cc ncavek ts iin esc ace ciataeoiapciaostenian 70, 367 
Ie ON GA arcade eas len alee ds ceria Spd acess eo a pee naa 46, 667 
ne SUE CG rn ner eer oe ae oe eee atoae dae eme 45, 440 
I RN NON ath rt oe re ia ee eens ee ae ee ae 34, 500 
Spe S On 1118 ane SCOCRCON aS e shoe ee eenceecauccceccnaos 81, 000 

a pee ee pie en eg ogee ene Be npengrn pe Re en ee ER Ra 88, 299, 634 


GRAIN SORGHUMS 
Offers accepted for export payment, July 1, 1958, to Mar. 13, 1959 


Hundredweight 


NR NI i ee ee &, 098, 840 
SR OID RR NN al apace aw nek tae vad es crea la en aa 6, 817, 000 
Pnneneny Aan 0. INGW VOU— oc oii sa conte emenienekaneaam 6, 567, 200 
A Nasi ecu as es iiss ei add no asa te Det ad aa ices 3, 574, 820 
eee 2S0OG.,) GG. TROW SON soe ose toad bose eee 2, 658, 100 
RC OP RN a ea a ee tie etaece 1, 660, 960 
Ce RT CLOSE GPS a) 2 a ae 771, 952 
eeeO BOO UP POs OO. lead ccc wonebaabenwu akc abecasee 470, 400 
Producers Export Co___-- re a a a a Bh at aes ar Che eer, 464, 800 
ATES UNE DD OC Eg RN a eats lis 112, 000 
UR ES RUIN es CERES DN a ence: 112, 000 
Sinason Teicher Inter American Grain Corp_____--_-----_--______ 45, 000 
a RO MNN OD a ne es a gh cee silanes eeissty ea ieeiiaelemiacbeatscce Snare 35, 600 
somae. b, GOntalee OONN. scccec chances 2 ie as sit tem eaatoct 33, 600 
Pillsbury Mills, Inc., New York______~- bec eel San I Re cee att a oe 22, 400 
RMR PRA NESSES oa oe hs a ae im, win eel aaaeeras 18, 044 
TO TU ONE RG a Li NN Nr en oe ie ee 16, 000 
aes NA DNA OO rt a A ee Bea 7, 400 
Blair Lipscomb Milling & Products, Inc____-___-- ee a ctuapiai 6, 400 
em Piri ta Oie) Wap l a OC hs he 5, 000 
tannins Saraeet (50. POTENGI ss nes 4, 480 
MEO SSUUhOrhO® STBTONGUOR. Kee ne 2, 200 
I a 2, 000 
rene ace iN ee ee oe. Md th ak nk 600 
UO a i 220 
ee ee Re Sea ‘ 30 

I ia ee i Paths i) et RB rn al 31, 502, 046 


33913—59—pt. 367 
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OATS 


Offers accepted for erport payment, July 1, 1958, to Mar. 13, 1959 


Continental Grain Co 

Louis Dreyfus Corp 

Cargill, Inc 

Garnac Grain Co., Ine 

Bunge Corp 

Tokyo Food Products Co., Ltd 

Osborne McMillan Elevator Co 

Agricol Corp 

Lipscomb Grain & Seed Co 

Acme Milling Co 

Gaiennie Grain Co 

Blair Lipscomb Milling & Products, Inc 

Beare Sa I a ea seein 
Cc. B. Fox Co : 

SITE UTE SR I a Sa cvlnee ea eens 


Total 


Offers accepted for export payment, July 1, 1958, to Mar. 13, 1959 


Rr RIED RE RINNE OI oo a lana icc irie acm ae iL 
Louis Dreyfus Corp 4. 
Bunge Corp 

Cargill, Ine ; 

Daniel F. Rice & Co 

Rice Grain Corp 

Agricol Corp 


Total 4, 


Bushels 

574, 000 
184, 000 
665, 571 
426, 000 
400, 000 
150, 000 
100, 000 


499, 571 
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MoveMENTS OF SORGHUM GRAIN FOR STORAGE 


(The following material was requested on p. 1779.) 


During the 1958 calendar year the Kansas City CSS Commodity Office shipped 
36,792,055 bushels of grain sorghums to the Portland CSS Commodity Office 
area for storage. This grain was shipped from Kansas, Nebraska, and Colorado 
points. The estimated average freight cost was 9 cents per bushel over ship- 
ment of the gulf. 

During the 1958 calendar year Kansas City CSS Commodity Office shipped 
35,854,185 bushels of wheat to the Evanston CSS Commodity Office area for 
storage in eastern elevators and the fleet. This wheat was moved from in-transit 
storage points at Omaha, Lincoln, St. Joseph, and Kansas City. The origin of 
this wheat was points in Colorado, Nebraska, and Wyoming. The estimated 
average freight costs was 11 cents per bushel over shipment to the gulf. 

The movement of grain to the respective coasts outlined above was accom- 
plished largely after the 1957 program maturity date and was done primarily 
for the purpose of freeing warehouse space for the storage of producers’ 1958 
crops. The 1958 price-support programs would have been greatly impaired 
if warehouse space had not been available to producers at harvesttime. 

Grain from the Kansas City Commodity Office area normally moves in the di- 
rection of the gulf; however, the quantity was limited during the 1958 harvest 
because of a tight storage situation. Commodity Credit Corporation never has 
purchased bins for the storage of producers’ grain while in a loan status. 
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